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FOREWORD 


The Federal Power Act was originally enacted as the Federal 
Water Power Act, approved June 10, 1920 (41 Stat. 1063, 16 U.S.C. 
791-823). The Federal Power Commission was reorganized January 
1, 1931, as an independent Commission under the act approved June 
23, 1930 (46 Stat. 797). By title II of the Public Utility Act of 1935, 
approved August 26, 1935 (49 Stat. 838), the original Federal Water 
Power Act was made part I of the “Federal Power Act” and parts 
Il and III were added. Section 24 of the Federal Power Act was 
amended May 28, 1948 (62 Stat. 275). Section 202(f) was added to 
the Federal Power Act on August 7, 1953 (67 Stat. 461). The Com- 
mission also administers the Natural Gas Act, approved June 21, 
1938 (52 Stat. 821, 15 U.S.C. 717-717w), as amended February 7, 
1942 (56 Stat. 83, 15 U.S.C. 717f), and July 25, 1947 (61 Stat. 459, 
15 U.S.C. 717f), and has certain duties under the Tennessee Valley 
Authority Act, approved May 18, 1933 (48 Stat. 1075), and amend- 
ments thereto; the Bonneville Act, approved August 20, 1937 (50 
Stat. 731); the Fort Peck Act, approved May 18, 1938 (52 Stat. 403); 
and under various Flood Control and River and Harbor Acts (notably 
the Flood Control Act of 1944, approved December 22, 1944 (58 
Stat. 887)), and other statutes, as well as Executive Orders. 

This volume, the fourteenth of a series, contains all the formal 
opinions and accompanying orders of the Federal Power Commission 
rendered January 1, 1955, to December 31, 1955, inclusive. In addi- 
tion to the formal opinions; there have been included-intermediate 
decisions which have become final and selected orders of the Commis- 
sion issued during such period. 
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OPINIONS 











In THE MATTER OF 
TRANSCONTINENTAL GAS PIPE LINE CORPORATION 


Opinion and Order Issuing Certificate 
of Public Convenience and Necessity 


Docket Nos. G-4185, G—2367 
March 7, 1955* 
Syllabus 


1. Public convenience and necessity require that firm service be rendered to 
Owens-Corning by Transco based on evidence that this gas is dedicated to 
a superior use, involving substantial national defense considerations, and 
that other fuels are not suitable for this purpose. P. 4. 

2. Commission concludes that Transco has proven recoverable gas reserves ade- 
quate to meet its present plus proposed service, and that it is not necessary 
to evaluate more precisely the non-flow tested reservoirs. P. 8. 

8. Commission issues a certificate of public convenience and necessity under 
section 7 of the Natural Gas Act to Transco to construct and operate facili- 
ties for the transportation and sale of natural gas, and authorizes the sale 
of natural gas to certain customers. P. 10. 

By THE CoMMISSION : 


OPINION 


This matter is before the Commission for decision, the intermediate 
decision procedure having been omitted by order adopted March 2, 
1955. On October 6, 1954, Transcontinental Gas Pipe Line Cor- 
poration (Transcontinental) filed an application in Docket No. 
G-4185 for a certificate of public convenience and necessity pursuant 
to Section 7 (c) of the Natural Gas Act authorizing the construction 
and operation of facilities for the transportation of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, 
all as more fully described in its said application. 

On December 10, 1954, Transcontinental filed its first amendment 
to the aforesaid application, which in effect supersedes the applica- 
tion itself, wherein it proposed to sell and deliver increased firm 
quantities of natural gas totaling 82,953 Mcf? per day to certain 
of its existing customers and to two new customers. 

*Designated Commission Opinion No. 280. Order amended by order issued August 12, 


1955, infra, p. 906. 
1 The volumes referred to throughout this order are at 14.7 psia. 








2 FEDERAL POWER COMMISSION 


In order to render the new service Transcontinental proposes to 
construct and operate two new compressor stations; 156.89 miles of 
loop line of 30-inch pipe; 203.75 miles of loop line of 36-inch pipe; 
2.08 miles of 4-inch lateral pipe in North Egan Field, Louisiana; 
a purchase meter station in the same field; two sales meter stations; 
and miscellaneous additions to existing compressor stations. 

The estimated over-all capital cost of such proposed facilities is 
$48,205,000. 

By “Notice of Amended Application and Date of Hearing” issued 
December 21, 1954, the Commission set the matter down for hearing 
on January 17, 1955. 

By order issued December 28, 1954 the Commission consolidated 
with Docket No. G-4185 for the purpose of hearing and decision 
that portion of Docket No. G-2367 which was not disposed of in 
Opinion No. 279 issued December 28, 1954, Jn the Matters of Iroquois 
Gas Corporation et al., Dockets G-2310 et al—i. e., the requirements 
of those G—2367 intervenors for whom no allocation of natural gas 
was made in that order, the facilities necessary to serve such re- 
quirements, and the gas reserves of Transcontinental available to 
supply that service and all its other gas service. 

Hearing commenced in the above-entitled consolidated proceeding 
on January 17, 1955, and was concluded on February 8, 1955. 
Thereafter Transcontinental filed its “Proposed Findings and Order” 
on February 11, 1955, and on February 21, 1955 Staff Counsel filed 
their concurrence in such proposed findings and order. Briefs were 
also filed by certain of the intervenors. 

In its amended application Transcontinental proposed to serve 
additional volumes of gas to certain of its present firm contract cus- 
tomers, on a firm basis, as set out in column 3 of Table A, post. 
During the course of the proceedings these present firm customers 
presented evidence in support of such increased allocations, in some 
cases requesting increased allocations in still larger volumes than 
those proposed by Transcontinental. Transcontinental has stated on 
the record that it is willing to serve all of such present firm customers 
the additional volumes requested, to the extent of their third year 
requirements, as shown in column 4 of Table A. It is concluded that 
these existing customers have satisfactorily established their need 
for, and that the public convenience and necessity require that they 
be granted, additional allocations of gas in the amounts set forth 
in column 4 of the said Table A, as follows: 
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TRANSCONTINENTAL GAS PIPE LINE CORP. 


TABLE A 
{Maximum daily volumes in Mcf, at 14.7 psia] 


Additional 

} | Service pro- | | Additional 

| Present posed by | service 
Present firm customer | allocation !| Transcon- | authorized 

} | tinental in berein 

| | amended 

| | application | 


Elizabethtown Consolidated Gas Co 
South Jersey Gas Co 

United Gas Improvement Co., The 
Delaware Power & Light Co 
Frederick Gas Co., 

Piedmont Natural Gas Co., 

Public Service Co. of North Carolina, Inc 
Danville, Virginia 

Southwestern Virginia Gas Co 
North Carolina Gas Corp 

North Carolina Central Gas Co 
South Carolina Gas Co 
Clinton-Newberry Natural Gas Authority 
Laurens, South Carolina 

Hartwell, Georgia_.........- 
Toccoa, Georgia 

Elberton, Georgia_.... 

Royston, Georgia_........-- 
Commerce, Georgia 

Atlanta Gas Light Co 

Georgia Gas Co 

Jefferson, Georgia 

Buford, Georgia 

Sugar Hill, Georgia. -- 

Monroe, Georgia 

Winder, Georgia 

Lawrenceville, Georgia- an 
Mid-Georgia Natural Gas Go_-- 
Wedowee, Alabama 

Roanoke, Alabama. --- 

Wadley, Alabama-... 

Rockford, Alabama... 

Clanton, Alabama 

Thomaston, Alabama-. 

Linden, Alabama 

Butler, Alabama 


1 Exclusive of limited term firm and storage service. 

3 This volume also includes all of the requirements of the city of Lavonia, Georgia, which is now served by 
Toccoa. Transcontinental, as authorized by order issued August 2, 1950, in Docket No. G-1277, entered 
into a service agreement with Lavonia for 512 Mcf on September 18, 1950. However, Lavonia has never 
called on Transcontinental for service under the said service agreement. Therefore, the authorization of 
the additional service of 914 Mef to Toccoa will be conditioned upon the filing by Transcontinental with the 
Commission of notice of cancellation of the said service agreement with Lavonia. 

In Docket No. G—1539, the Commission authorized Transcon- 
tinental to deliver 4,000 Mcf per day to Owens-Corning Fiberglas 
Corporation (Owens-Corning) on an interruptible basis. However, 
due to the allocation of the entire capacity of Transcontinental’s 
system on a firm basis in subsequent proceedings, Owens-Corning was 
unable to obtain from Transcontinental on an interruptible basis the 
volumes of natural gas necessary for its operations. Accordingly, 
in order to relieve an emergency situation, Owens-Corning entered 
into an interruptible gas service contract with the Piedmont Natural 
Gas Company, Inc. (Piedmont), on January 15, 1954, running to 
November 1, 1955. As an intervenor in the instant proceeding, 
Owens-Corning requests an allocation of 3,000 Mcf per day on a 
firm basis from Transcontinental, and a reinstatement of interruptible 


sales from Transcontinental up to 1,000 Mcf per day. Transcon- 
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tinental is willing and able to render this service. However, 
Piedmont opposes the allocation of firm gas to Owens-Corning, and 
requests a finding that it is in the public interest that Piedmont 
should continue to sell gas to Owens-Corning on an interruptible 
basis. Owens-Corning has demonstrated its need for the requested 
allocation of 3,000 Mcf per day on a firm basis and continuation of 
interruptible sales up to 1,000 Mcf per day. The evidence shows 
that this gas is dedicated to a superior use in the manufacture of 
glass fiber strands, involving substantial national defense considera- 
tions, and that other fuels are not suitable for this purpose. Under 
these circumstances, the public convenience and necessity require 
that firm service be rendered to Owens-Corning by Transcontinental 
in accordance with a proposed contract between the parties set out as 
an exhibit in this proceeding.? 

In its amended application, Transcontinental proposed to serve 
the third year requirements of Salem Gas Company, Salem, New 
Jersey (Salem Gas), an intervenor in both G-2367 and G—4185, 
which it does not at present serve. Salem Gas now serves propane 
air gas in Salem, New Jersey, through an existing pipe distribution 
system which lies wholly within the State of New Jersey. In order 
to take gas from Transcontinental, it proposes to construct a supply 
lateral approximately 18 miles long, connecting with Transcon- 
tinental at a point near Prospect, New Jersey. Salem Gas anticipates 
that the introduction of natural gas will result in considerable reduc- 
tions in gas rates. It has satisfactorily established its need for an 
allocation of 1,045 Mcf per day, representing its third year require- 
ments, and has made a reasonable showing that the proposed con- 
struction is economically feasible. 

Transcontinental proposed, in its amended application, to serve 
the third year requirements of City of Union, South Carolina 
(Union), an intervenor in G—2367 and G-4185, which it does not 
at present serve. Union proposes to construct a 22-mile lateral, 
which will lie wholly within the State of South Carolina, from 
Transcontinental’s main line through the towns of Pacolet and 
Jonesville to Union, and to construct and operate gas distribution 
systems in Pacolet, Jonesville, Union and the contiguous communi- 
ties of Monarch and Buffalo. Neither Union nor the other said com- 
munities are at present served by a gas distribution system other 
than bottled gas. It is anticipated that the introduction of natural 
gas will provide substantial economies in fuel cost to the proposed 
consumers. Union has satisfactorily established its need for an 
allocation of natural gas in the amount of 4,338 Mcf per day, 
representing its third year requirement. Further, Union has made 





2 Exhibit 6, Section 34. 
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a reasonable showing that the proposed construction required to 
obtain those volumes from Transcontinental is economically feasible. 

City Gas Company of New Jersey (City Gas) owns and operates 
a natural gas transmission and distribution system which lies en- 
tirely within Hunterdon and Mercer Counties, New Jersey. At the 
present time City Gas receives all of its natural gas from Texas 
Eastern Transmission Corporation (Texas Eastern) at Mount Airy 
near Lambertville, New Jersey. Due to the condition of its trans- 
mission mains between Mount Airy and its distribution system in 
the Hopewell-Pennington area (which is 0.7 miles from Trans- 
continental’s main transmission line), City Gas cannot meet the 
growing need for natural gas in the Hopewell-Pennington area by 
increased deliveries from Texas Eastern without undertaking a 
very burdensome and expensive transmission pipe replacement pro- 
gram. Such replacement program will not be immediately necessary 
if the growing requirements in the Hopewell-Pennington areas are 
met by deliveries from Transcontinental. City Gas has no peak 
shaving facilities. City Gas has adequately established its need 
for an allocation of 820 Mcf per day from Transcontinental to meet 
its third year requirements in the Hopewell-Pennington area. 

City of Fredericksburg, Virginia (Fredericksburg), proposes to 
construct and operate a lateral 23.5 miles long connecting its present 
reformed propane air gas distribution system with Transcontinental’s 
main line near Morrisville, Virginia; to construct and operate natural 
gas distribution systems in the communities of Falmouth, Chatham 
Heights and Ferry Farms which are adjacent to the proposed lateral 
(none of which presently have gas service other than bottled gas) ; 
to repair and extend its existing distribution system; and to convert 
its propane air gas plant so that it can deliver high Btu gas for 
peak shaving purposes. All of these facilities are or, upon con- 
struction, will be located entirely within the State of Virginia. 
During the past few years the number of customers served by 
Fredericksburg with propane air gas has declined due to high rates. 
For the same reason Fredericksburg at present has practically no 
domestic space heating customers. Fredericksburg proposes to lower 
these rates upon the introduction of natural gas, thereby making 
such service more attractive for domestic space heating purposes. 
Fredericksburg has adequately established the need for its third 
year requirements of 3,568 Mcf per day. Further, Fredericksburg 
has made a reasonable showing that the proposed construction 
required to obtain those volumes from Transcontinental is eco- 
nomically feasible. 

New York and Richmond Gas Company (Richmond) owns and 
operates a gas distribution system located entirely on Staten Island, 
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New York. It serves all of Staten Island (except the 5th Ward 
which at present has no gas distribution system except bottled gas) 
with natural gas obtained from Texas Eastern at a point nine miles 
from Richmond’s peak shaving plant (Plant). Due to the age and 
condition of the transmission line between the Texas Eastern inter- 
connection and the Plant and due to the limitations imposed on the 
use of peak shaving by taking natural gas at a point so far removed 
from the Plant, it is necessary and the public interest requires that 
Richmond obtain the allocation of natural gas requested in this 
proceeding from Transcontinental, at Transcontinental’s meter sta- 
tion on Staten Island which is located less than one-half mile from 
Richmond’s Plant. Richmond, which serves what is potentially one 
of the fastest growing residential areas of New York City, has satis- 
factorily established its need for an allocation of natural gas from 
Transcontinental of 1,000 Mcf per day. 

The Natural Gas Company of Western Carolina (Western Car- 
olina), a South Carolina corporation having its principal office in 
Belton, South Carolina, owns and operates a natural gas distribution 
system in the City of Belton, South Carolina; is constructing a 
natural gas distribution system in the Town of Honea Path, South 
Carolina, which it will own and operate upon completion; and has 
franchises to own and operate such systems in the City of Abbeville 
and the Town of Due West, South Carolina. All of the said 
facilities are, or upon completion will be, located within the State of 
South Carolina. 

Belton at present has an allocation of 744 Mcf per day from 
Transcontinental. Western Carolina is here seeking an additional 
allocation for Belton of 379 Mcf per day, the allocation to be made 
to Western Carolina. No additional gas is sought in this proceed- 
ing for Honea Path. 

Western Carolina is also seeking herein an allocation of 1,563 Mcf 
per day for Abbeville and 452 Mcf per day for Due West, to meet 
the third year requirements of these communities which do not at 
present have a gas distribution system other than bottled gas. Green- 
wood, South Carolina, has agreed to transport the gas for Western 
Carolina through its new lateral from Transcontinental’s main line 
near Belton, South Carolina, to Donalds, South Carolina, from 
which point the gas will be transported to Due West and Abbeville 
through a 15-mile transmission line which Western Carolina will 
construct and operate. Thus, Western Carolina is seeking herein 
a total allocation for the three communities of Belton, Abbeville 
and Due West of 2.394 Mcf per day. 
3 At the time Transcontinental constructed its line across Staten Island and the Narrows 


to Brooklyn (authorized in Docket No. G-1414), it installed at its meter station on Staten 
Island certain facilities required for an interconnection with Richmond. 
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Western Carolina has adequately established the need of Belton 
for the additional volumes of natural gas requested. Western 
Carolina has also adequately established the need of Abbeville and 
Due West for the volumes of natural gas herein sought and has made 
a reasonable showing of the economic feasibility of serving these 
two communities with natural gas obtained from Transcontinental. 

Transcontinental has expressed its willingness to serve to City 
Gas, Fredericksburg, Richmond, and Western Carolina the volumes 
of natural gas which are being allocated herein. In this connection, 
it has asked authorization to construct and operate the necessary 
interconnecting and metering installations and facilities for service 
to Richmond, Fredericksburg and City Gas. The public convenience 
and necessity require that Transcontinental be authorized to con- 
struct and operate such necessary interconnecting and metering in- 
stallations and facilities as hereinafter ordered. 

The facilities proposed by Transcontinental, as outlined earlier 
herein, are adequate to render the service herein authorized. Trans- 
continental’s total peak day requirements, including such additional 
sales, will be 694,997 Mcf. Following the construction of the addi- 
tional facilities which are being certificated herein, the peak day 
delivery capacity of the Transcontinental system will be 697,692 
Mcef, which will permit it to meet its existing and projected loads. 
The estimated over-all capital cost of the proposed facilities, in the 
amount of $48,205,000, is regarded as adequate and reasonable. 

An exhaustive review of Transcontinental’s total system gas re- 
serves was begun in Docket No. G—2367 and completed in G—4185. 

Transcontinental claims 4,348,824.8 MMcf of proven deliverable 
gas reserves under firm contract‘ plus 84,469.5 MMcf of spot gas 
purchases ° for a total of 4,433,294.3 MMcf. This would be equivalent 
to 17.9 years’ gas supply at an estimated maximum annual system 
requirement of 247,673.8 MMcf. 

Of the total of claimed proven deliverable gas reserves under firm 
contract, both Transcontinental and the Staff agree that 327,844 
MMcf, or 1.32 years’ supply, are in reservoirs which have not been 
flow tested. While both Transcontinental and the Staff agree as to 
the volumes involved in these particular reservoirs which have not 
been flow tested, there is no agreement as to the value to be assigned 


such reserves. ‘Transcontinental claims that these reserves are en- 






4316.585 MMef of Transcontinental’s reserves are new reserves involved in pending 
producer certificate proceedings, of which 114,174 MMef are in reservoirs which have not 
been flow tested. 

5 On the basis of Transcontinental’s historical experience it expects to be able to make 
spot gas purchases annually in amounts running up to 5% of its system requirements. 

6 Flow test refers to a flowing production or drill stem test. In the case of all reservoirs 
in this category, Transcontinental witnesses based their proof of the presence of natural 
gas on other types of evidence including core and electrical well log data. 
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titled to: full value; the Staff takes the position that the reserves 
should only be considered as potential. 

The Staff places an additional 104,872 MMcf in the category of 
reserves from non-flow tested reservoirs, which Transcontinental con- 
tends should be considered as flow tested because they are located 
in segments intercommunicating with other segments of the same 
reservoirs which have in fact been flow tested. The Staff would 
also reduce the claimed deliverable reserves in the Lacy Field by 
13,568 MMcf, as a result of assuming maximum deliveries out of such 
reserves to other parties under two prior contracts, as contrasted 
with a lower deduction claimed by Transcontinental on the basis of 
historical experience. ‘Transcontinental does not concur in the 
validity of either of these two reductions. 




































If no weight at all were assigned to the reserves from non-flow 
tested reservoirs, excluding even those segments which are contiguous 
to producing segments of the same reservoir, the net result would 
be a reserve life index of 16.6 years. However, it is not contended, 
even by the Staff, that no weight whatsoever should be given to the 
non-flow tested reservoirs. Such reserves would appear to have some 
potential value. Under these circumstances it is concluded that 
Transcontinental has proven recoverable gas reserves reasonably 
adequate to meet its present plus proposed service with a life index 
of between 16.6 and 17.9 years. This is sufficient to justify the 
proposed construction and additional service for which authoriza- 
tion is hereinafter ordered. Accordingly, it is not necessary here to 
evaluate more precisely the non-flow tested reservoirs referred to 
above. 

Transcontinental proposes to finance the facilities certificated in 
Dockets G—2362, G-2367, G—2368, G—2406, those involved in certain 
producers’ proceedings and those proposed in G—4185 by the sale of 
$50,000,000 of 334% First Mortgage Pipe Line Bonds, sale of 


$15,000,000 of 5% Cumulative Preferred Stock, and available cash 
generated from operations. 

The Preferred Stock is to be sold by public offering on April 1, 
1955. It is expected that sufficient premium will be received on the 
sale to offset expenses. 

It is anticipated that the pipe line bonds will be sold at par to 
institutional investors in December, 1955. 

Thus, upon completion of the financing, Transcontinental’s esti- 
mated capitalization will be as follows: 


Percent 
Long term debt pe. loisueet. $219, 446,000 69.5 
Preferred stock _- ni oa be aha 42,500,000 13.4 
Common stock and surplus__..-..------- 53, 985, 711 + A 








315, 931, 711 100.0 
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Temporary financing is to be carried out by obtaining short term 
construction loans for amounts up to $60,000,000 from commercial 
banks. These loans will be liquidated with the proceeds of the pipe 
line bonds and retained earnings. 

In December 1954, Transcontinental refinanced all of its out- 
standing pipe line bonds by the sale of $169,446,000 of 334% First 
Mortgage Pipe Line Bonds due 1975. As a result of this refinancing, 
Transcontinental was freed from the obligation of providing for 
sinking funds for those bonds during 1955 and 1956. Transcon- 
tinental will thus be able during the same period to use funds in an 
equivalent amount for construction purposes. 

We find that Transcontinental has herein presented a satisfactory 
financial program. 

The record herein includes evidence as to Transcontinental’s oper- 
ating expenses, anticipated revenues, proposed rates, and all other 
matters relating to economic feasibility of its entire system, including 
the additional facilities and service herein authorized. Upon con- 
sideration of this evidence, it appears that the income which Trans- 
continental may expect will render such system economically feasible. 

The Commission further finds: 

(1) Transcontinental Gas Pipe Line Corporation, a Delaware cor- 
poration having its principal place of business in Houston, Texas, 
is a “natural-gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission in its order issued 
April 28, 1950, Zn the Matter of Transcontinental Gas Pipe Line 
Corporation, Docket No. G—-1277, 9 F. P. C. 58. 

(2) The facilities which Transcontinental proposes to construct, 
all as more fully described in its amended application and in the 
evidence of record, and the new metering facilities required to serve 
Richmond, Fredericksburg and City Gas, are to be used for the 
transportation and sale of natural gas in interstate commerce as 
integral parts of Transcontinental’s pipe line system and the con- 
struction and operation thereof by Transcontinental are subject to 
the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) The construction and operation of the facilities and the 
service referred to hereinabove are required by the public convenience 
and necessity and a certificate therefor should be issued as herein- 
after ordered. upon the terms and conditions contained in the order, 
which terms and conditions are reasonable and required by the 
public convenience and necessity. 

(4) Transcontinental is able and willing properly to do the acts 
and perform the service proposed and to conform to the provisions 


468917—59—-4 
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of the Act and the requirements, rules and regulations of the Com- 
mission thereunder. 

(5) Issuance of the certificate as hereinafter ordered and condi- 
tioned is appropriate and necessary for carrying out the provisions 
of the Natural Gas Act. 

The Commission orders : 

(A) A certificate of public convenience and necessity be, and the 
same hereby is, issued authorizing Transcontinental Gas Pipe Line 
Corporation to construct and operate the facilities hereinabove de- 
scribed, which are more fully described in its amended application, 
for the transportation and sale of natural gas as hereinafter set 
forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) Transcontinental is hereby authorized and directed to sell and 
deliver additional volumes of natural gas to its existing customers, 
in the maximum volumes set forth in Column 4 of Table A, supra; 
provided that before the additional service to Toccoa authorized 
herein is commenced, Transcontinental shall file with the Commis- 
sion notice of the cancellation of its service agreement with Lavonia, 
together with satisfactory evidence of Lavonia’s agreement thereto. 

(C) Transcontinental is hereby authorized and directed to sell 
and deliver to Owens-Corning a maximum of 3,000 Mcf per day on 
a firm basis, under the contract hereinabove identified, and a max- 
imum of 1,000 Mcf per day on an interruptible basis. 

(D) Transcontinental is hereby authorized and directed to sell 
and deliver volumes of natural gas to the following new customers, 


in the maximum volumes set forth below: 
Mef at 14.7 psia 

Salem Gas Company 
City of Union, 8. C asec are cae ieee te tad 4, 338 
City Gas Co. of New Jersey__--........----------- 820 
City of Fredericksburg, Va___._-------- 5 Jit 3, 568 
New York and Richmond Gas Co ne ... 1,000 
Natural Gas Co. of Western Carolina (Belton, Abbeville and 

Due West) i ns 2, 394 


(E) The certificate issued by paragraph (A) shall be accepted 
in writing, and under oath, by a responsible official of Transcon- 
tinental. The general terms and conditions set forth in paragraphs 
(1), (3) (4), (8) (iv) and (5) of Section 157.20 of the Commis- 
sion’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in 
paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 

(F) Transcontinental shall commence construction of the facilities 
herein authorized within ninety days of the issuance of this Order. 
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(G) Transcontinental shall report to the Commission, in writing, 
under oath, the date upon which construction of the facilities herein 
authorized is commenced, and thereafter shall submit monthly re- 
ports of construction progress until its facilities herein authorized 
are completed, and shall report the completion date of the facilities. 

(H) Any proposed findings and conclusions which are inconsistent 
with the findings and order adopted herein are hereby specifically 
rejected. 


In THE MATTER OF 
NORTHERN NATURAL GAS COMPANY 


Opinion and Order Prescribing Rate Zones 
and Rate Differentials 


Docket No. G—2217 
May 20, 1955* 
Syllabus 


. The fact that a natural gas company’s scheme of operations may, at some 
indefinite time in the future, undergo a change does not render untimely 
or premature a proposal to substitute zone rates for discriminatory and 
preferential uniform system rates. P. 19. 

. Commission concludes that Northern’s uniformly applicable rates are unduly 
discriminatory as to some customers and unlawfully preferential as to 
others, where the distance of transmission reflected with reasonable accu- 
racy the relative cost of providing service. P. 20. 

. Commission rejects all of the proposed zoning methods because the length of 
the lateral line serving each point of sale was not included in the com- 
pilation of the total distance of transmission, thereby creating inequities. 
P. 26. 

. Rate zones should include as large an area of service as may be consistent 
with equitable treatment to all customers. P. 27. 

. It is unreasonable to allocate a company’s cost in part on a system-wide basis 
and in part on the basis of a segregation of certain properties. P. 29. 

. Administrative and general expenses, as well as the cost of transmission and 
compression of gas by others before entry into the transmission system 
facilities, should be distributed on the basis of sustained demand and 
annual sales, since these costs are not specifically related to the miles of 
gas transportation. P. 30. 

. Commission finds it proper to distribute one-half of a company’s distribution 
and customers’ accounting and collecting costs according to the number of 
delivery points and one-half in proportion to the volume of sales, where 
the record did not provide a breakdown of these costs sufficient to deter- 
mine the actual cost at each point of delivery. P. 30. 


*Designated Commission Opinion No. 281 Order modified by orders issued May 
1955, and August 2. 1955, infra, pp. 761 and 892. 


26, 


Epitror’s Nore.—Affirmed 236 F. 2d 372 (C. A. 8, 1956), certiorari denied 352 U. S. 967. 
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8. Commission permits Northern to maintain in its rate schedules a uniform 
commodity charge throughout its system, and to adjust the demand com- 
ponent of the rates to provide a differential between zones. P. 33. 

9. The proviso of section 5 (a) of the Natural Gas Act does not preclude the 
Commission from requiring Northern by order to establish service zones 
and rate differentials. P. 33. 

10. Commission orders the establishment of service zones with rate differentials 
as a fair way of eliminating Northern’s unlawful discrimination and pref- 
erence resulting from the use of uniform rates. P. 36. 

Draper and Smiru, Commissioners, dissenting in part. 

Richard J. Connor, Christopher T. Boland, George Meiberger, 
John T. Miller, Jr., Lawrence I. Shaw, F. Vinson Roach, John T. 
Grant, and Mark H. Adams for Northern Natural Gas Co. 

Lambert McAllister and W. Russell Gorman for staff of the 
Federal Power Commission. 
By THE CoMMISSION : 


Opinion 


This matter is before us upon exceptions to and appeals from the 
Intermediate Decision of the Presiding Examiner as filed herein on 
November 12, 1954. There is to be decided a single issue presented by 
the proposals of certain intervening parties that service zones be 

tablished on the system of Northern Natural Gas Company (North- 
ern) and that differentials in rates be fixed for service in such zones. 

The proceeding arose out of the filing on June 26, 1953, by 
Northern of proposed revised sheets to its FPC Gas Tariff to provide 
increases in rates and charges for the sale of natural gas for resale. 
By order issued on July 24, 1953, pursuant to Section 4 of the 
Natural Gas Act, the Commission, upon its own motion, suspended 
and deferred the use of such proposed revised sheets. 

Pursuant to Commission order, hearings were held on October 
26, 27, and 28, 1953, at which Northern presented evidence purporting 
to support its proposed increased rates and charges. Thereafter, 
on January 21, 1954, following conferences among the parties to the 
proceeding, final agreement was reached by the parties respecting all 
matters involved and issues presented in the proceeding, excepting 
the single issue respecting rate zones and rate differentials. 

The agreement of the parties was reflected in a statement approved 
by the Commission by order issued January 28, 1954, which re- 
quired Northern to file revisions of its FPC Gas Tariff to accord with 
the approved settlement. This order, as contemplated by the ap- 
proved settlement, also directed that further hearing be held in this 
proceeding respecting service zones and differentials in rates. 

Pursuant to such order issued January 28, 1954, hearings on the 
issue now before us were held commencing on March 22, 1954, and, 


~~ 


with necessary recesses thereof, concluding on June 24, 1954. A 
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jarge number of parties were permitted to intervene and participate 
in the proceedings. Their identity is disclosed at a further point 
herein. 

The Presiding Examiner filed a Decision in this matter on No- 
vember 12, 1954, which was issued on November 18, 1954. Thereafter, 
pursuant to Section 1.31 of the Rules of the Commission, Central 
Electric & Gas Company (Central), Council Bluffs Gas Company 
(Council Bluffs), and the Metropolitan Utilities District of Omaha 
(M. U. D.), interveners, acting jointly, and Commission Staff 
Counsel filed exceptions to and appeals from the Decision. Oral 
argument on these exceptions and appeals was heard by the Com- 
mission on February 17, 1955. 

It is the position of Central, Council Bluffs, and M. U. D.j 
that Northern’s present tariff, which provides uniform system-wide 
rates to all resale customers, excepting the so-called Argus System,? 
is unduly discriminatory as to them and preferential as to others 
of Northern’s customers; and that the only fair, practical, and 
equitable means for the elimination of the unduly discriminatory 
rates is the adoption of service zones and zone rate differentials. 
The Staff also is of the opinion that Northern’s tariff is unduly 
discriminatory and preferential, and that such discrimination and 
preference should be eliminated by the fixing of service or rate zones 
and differentials in rates. The Proponents and the Staff, however, 
have different views as to the proper boundaries for such zones, 
as well as the appropriate differentials in rates between zones. 

All other interveners participating in the proceeding and Northern 
are opposed to the establishment of zones. These interveners, the 
State of Minnesota, City of Minneapolis, City of St. Paul, Northern 
States Power Company, Minneapolis Gas Company, Minnesota Val- 
ley Natural Gas Company, Western States Utilities Company, Iowa 
Public Service Company and Iowa Electric Light & Power Com- 
pany * joined forces to present evidence and argument opposed to 
the establishment of zones on Northern’s system, and rate differ- 
entials. 

In the Decision filed November 12, 1954, the Presiding Examiner 
found and concluded, among other things, that: 


gs, 

(18) Northern’s current uniform system-wide rates, which became effective 
December 27, 1953, have not been shown to be so unjust, unreasonable, unduly 
discriminatory or preferential as to constitute a violation of Section 5 (a) of 
the Natural Gas Act. 


1 This coalition of Council Bluffs, Central, and M. U. D. is hereinafter sometimes referred 
to as the “Proponents”. 

2 The area often referred to as the Argus system comprises facilities of Northern in and 
mear the Hugoton Field used for the sale of gas to communities in this area. 
3 Sometimes hereinafter collectively referred to as the “Opponents’”’. 
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(19) The public interest does not now require the establishment of service 
zones or zone rates upon the interstate natural gas system of Northern Natural 
Gas Company. 


Although having thus stated a negative finding and conclusion as to 
the main question in the case, the Presiding Examiner expressed in 
the Decision his findings and conclusions as to other questions which 
he did not properly reach in view of his recommended disposition 
of the basic issue. Naturally, since these extraneous expressions 
of opinion—having the nature of dicta—are opposed to their con- 
tentions, the Proponents and the Staff appeal therefrom as well as 
from the findings and conclusions upon the basic issue. 

A proposal to establish zones and rate differentials on Northern’s 
system was previously presented by Council Bluffs in earlier pro- 
ceedings involving rates of Northern at Docket Nos. G—1382, et al. 
In our Opinion No. 228 issued June 11, 1952, in those proceedings 
it was stated (11 F. P. C. 123, 140): 

Zone Rates: Northern at present has system-wide rates with the exception of 
its sales in the Hugoton area * * *. Council Bluffs advocated zone rates for 
Northern’s sales. In support of its contention, Council Bluffs presented detailed 
studies of proposed zones, with cost of service and allocation of costs by zones 
and proposed specific zone rates. However, on a system as complex as Northern’s 
the determination of proper zone rates, to our mind, requires more thorough and 
exhaustive study. Other methods of allocating costs between zones might be 
more reliable than the pipe-line mileage method utilized by Council Bluffs. More- 
over, the delineation of zones requires scrupulous care if such zones are not to 
be arbitrary or discriminatory. Council Bluffs’ witness, who prepared these 
studies conceded, upon cross-examination, that his use of state lines as zone 
boundaries was arbitrary and that other boundaries might reasonably be fixed. 
For the foregoing reasons, and from our examination of the record, we do not 
believe that there is sufficient evidence before us to determine at this time 
whether zone rates for Northern’s system are in fact proper, and if so, what such 
zones and such rates should be. There is now pending a proceeding upon a 
proposed rate increase by Northern in Docket No. G—-1881 and we think it appro- 
priate that the problem of zone rates be explored in that proceeding.* 


Since only limited hearings were held in the proceedings at Docket 
No. G—1881 mentioned in the above quotation, an opportunity was 
not there afforded to further develop the matter of zoning. At the 
first opportunity thereafter presented, being this instant proceeding, 
Council Bluffs again raised in its petition for leave to intervene the 
issue respecting the establishment of zones and rate differentials, 
as did Central. Thereafter, M. U. D. joined with the other two 
interveners in urging the fixing of zones and rate differentials, and 
in the joint presentation of evidence in support of this position. 

4Upon review, the United States Court of Appeals cited this part of the opinion with 
approval. Northern Natural Gas Oo. v. Federal Power Commission, 206 F. 24 690, 712 


affirming F. P. C. Op. No. 228 in pertinent part and reversing in part; cert. denied 346 
U. 8. 922. 
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Extensive evidence was presented by the parties favoring the 
establishment of zones and rate differentials—as well as by those 
opposed thereto. The Staff of the Commission, although it took no 
position during the hearing in the matter,’ presented evidence 
designed to aid in the resolution of this issue. The record made 
in the sixteen days of hearing devoted to this single question includes 
46 exhibits, many of which are quite voluminous, and over 2,000 
pages of testimony. There is ample evidence before us at this time 
upon which to reach a decision, unlike the inadequate state in which 
we found the record in earlier proceedings where the zoning ques- 
tion was first broached. (See F. P. C. Opinion No. 228, 11 F. P. C. 
123, 140). 

Northern’s pipe-line system is about 800 miles in length, extending 
from the Panhandle Field in Texas and the Hugoton Field in 
Kansas and Oklahoma to a point near the Twin Cities of St. Paul 
and Minneapolis. In addition to the gas purchased from producers 
in these fields, Northern also takes delivery of substantial volumes 
of gas near Wasson, Texas, from Permian Basin Pipeline Company 
(Permian), a subsidiary of Northern.* Permian, in turn, purchases 
natural gas in the Permian Basin area in west Texas and eastern 
New Mexico—some 400 miles south of the other fields supplying 
Northern. Thus, Northern’s system is, in effect, extended to a dis- 
tance of about 1,200 miles. 

Natural gas transported through this system is sold to other 
utilities at points in Kansas, Nebraska, Iowa, South Dakota, and 
Minnesota for resale to consumers in these states. Through its so- 
called Peoples Natural Gas Division, Northern also sells directly to 
consumers in each of these states. Excepting those sales made in and 
adjacent to the Hugoton Field, in Kansas, the rates charged by 
Northern for jurisdictional sales have historically been uniformly 
available and applicable. And, in proposing the increased rates 
which initially were the subject of this proceeding, Northern also 
designed rates to be applied uniformly to all sales for resale in 
Kansas, Nebraska, Iowa, South Dakota, and Minnesota. 

At the time of the hearing in this matter, Northern was serving 
one distributing company in the State of Kansas. Deliveries to this 
customer, the Kansas Power & Light Company, are made at 15 
separate points requiring transmission through Northern’s facilities 
5 At the outset of the hearing on this particular phase of the proceedings, and on several 
occasions thereafter, Staff Counsel stated that the Staff, as such, would take no position 
during the hearing either in favor of or in opposition to the establishment of zones on 
Northern’s system. It was stated to be the Staff’s purpose in the hearing to secure the 
development of a comprehensive record upon which ultimate decision could be made by the 
Commission: First, as to whether zones should be established; and, second, in the event 
it be found that they should be, an appropriate basis for fixing zones and rate differentials. 


The Staff first announced its position favoring zones in the initial brief filed herein. 
6 Northern owns approximately 83 per cent of Permian Basin Pipeline Company. 
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of distances ranging from 179 to 322 miles from the source of gas 
supply.? These sales in Kansas, however, represented only about 
0.35 per cent of the total sales for resale estimated for the year 1954. 

Northern, at the time of the hearing, also served twenty-six other 
utilities at 126 delivery points in the States of Nebraska, Lowa, 
South Dakota, and Minnesota. These sales constituted 99.65 per cent 
of Northern’s total estimated jurisdictional sales in 1954. De- 
liveries in these states are made at points on Northern’s system rang- 
ing from 390 to 803 miles from the source of gas supply. While, as 
noted, there are 126 of such delivery points, sales at the 8 points 
shown below represented over 71 per cent of Northern’s total esti- 
mated jurisdictional sales in 1954. 


Percentage | Weighted 
Estimated of total Percentage | average 
Delivery point annual sales annual ju- | load factor | miles of 
1954 (Mef) | risdictional of sales |haul—trans- 
sales | mission 
system 


IN sss adinsiginal - en . 10, 866, 200 . 6 447. 62 
Omaha-.-.-_- aed nati oa seal 26, 345, 000 2 ba 480. 61 
Council Bluffs. -.........-- j ; 5, 053, 600 58 02 483. 96 
Sioux City--_- : 9, 826, . 19 5. 560. 46 
Des Moines : degiinas ; as 352, 81. 7! 625. 91 
Sioux Falls_......-- oad a . meade 7, 358, 8 d 642, 92 
Minneapolis. ---..----- a iliaminaens ae 55, 013, 23. 46 ‘ 795. 59 
St. Paul 803. 37 

Es waddiooccucheteasbansboss ! 6, 737, 6 71. 0 76. ! 666. 65 


Jurisdictional sales system total_..........--- 234, 588, ¢ 76. i 1 662. 00 


1 Average. 


Having in view the facts concerning the mileage of transmission 
through Northern’s facilities required to effect deliveries to these and 
other points of sales, and considering particularly the fact that the 
cost of transmission represented 55: per cent of Northern’s total 
estimated cost of service in 1954, as agreed upon in the approved 
settlement, the Proponents of zoning contend that Northern’s present 
uniform, system-wide rate practice requires communities situated 
nearer the source of gas supply “to subsidize” those communities 
located more distant from the source of supply. This, it is argued, 
subjects the “subsidizing communities” to economic disadvantage 
and is preferential to others—and is undeniably undue discrimination 
forbidden by Sections 4 and 5 of the Natural Gas Act. 

While conceding that factors other than-distance of required trans- 
mission should be considered, such as load distribution, volumes of 

7 These mileage computations are based solely on miles of transportation through the 
facilities of Northern only, and do not include transportation by or for the account of 
Permian Basin Pipeline Company. In computing the mileage to the several points of 
delivery there was first determined the weighted average transmission miles of haul from 
the several sources of gas supply to a common point on Northern's transmission system. 


This was determined to be at Northern’s Bushton (Kansas) Compressor Station, which is 
the last point of input into the system. 
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gas sold, and load factor of sales, the Staff contends that the dis- 
tance that gas is required to be transported to the points of deliveries 
is a primary and important cause for the incurrence of transmission 
costs. Giving consideration to these several factors as related to the 
system of Northern, it is the position of the Staff that the application 
of uniform rates and charges throughout the large area served by 
Northern, exclusive of the so-called Argus System, subjects some of 
Northern’s customers to undue discrimination and grants preference 
to others. This contention of the Staff is primarily based upon the 
fact that markets closer to the source of gas supply involve lesser 
transportation expense than more remote markets, and, therefore, are 
entitled to a lesser rate—unless it be shown that factors other than 
distance off-set the differences in transportation mileage and related 
costs. The Staff contends that there are no such off-setting factors 
in this case. 

The Proponents of zoning likewise contend that where cost of 
transportation is a dominant factor as it is here, distance is a con- 
trolling factor in the absence of other countervailing factors. And, 
they further contend, there are no such countervailing factors in 
this case. 

As opposed to these arguments, the parties opposed to zoning, 
including Northern, contend that there should be no change in 
Northern’s long-continued practice of maintaining uniform rates 
throughout its system, excepting the Argus area, and of “rolling-in” 
in such uniform rates additional costs as they were incurred. It is 
said that this practice has been previously “approved and accepted” 
by the Commission, and that no good reasons have been herein shown 
for departing from this practice. In furtherance of this point of 
argument, the Opponents go to great lengths to demonstrate that the 
large volume of gas distributed on Northern’s system, increasing 
through the years, has benefited all of Northern’s customers through 
lowered transmission costs. They also urge that the large volume 
sales made in the upper reaches of Northern’s system have benefited 
customers closer to the source of gas supply, in that such latter 
customers enjoy a lower unit transmission cost than they otherwise 
would have without benefit of such sales on the system. From these 
and similar arguments, the Opponents conclude that by the uniform 
rate all of Northern’s customers share “equitably” in the cost, and, 
that, therefore, the uniform rate should be continued. 

The parties opposing zoning, including Northern, contend also 
that an increase in rates to some of the distributors occasioned by the 
establishment of zone rate differentials “will” result in the loss of 
interruptible industrial sales, and “that the loss of such customers 
will of necessity cause a raise in the demand charge and thereby 
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all of the firm customers on Northern’s system will be injured.” 
The loss of sales, it is said, will result because such an increase in 
rates will price‘natural gas out of the competitive market, at least 
so far as some present industrial consumers are concerned. 

Finally, we note the contention of these parties that the proposal 
to establish zones on this system is untimely and premature because: 
(1) Northern has pending before this Commission an application for 
authorization to import gas from Canada as an additional source of 
supply; (2) Northern, pursuant to limited authorization of the 
Commission, is exploring the possibility of developing a storage area 
at a point near its system; and (3) Northern has pending before 
the Commission applications for authorizations permitting the ex- 
tension of its system into new markets in Minnesota, Wisconsin, and 
South Dakota. The Opponents further contend that: “Any one of 
the projects upon completion would certainly require another zone 
study.” 

We, of course, have not attempted to recite all of the varied 
arguments advanced by the opposing parties in support of their posi- 
tions, but we have referred to those which are basic. Further allu- 
sion to the variations thereof at this point would not aid in our 
discussion, nor in an understanding thereof. 

Attacking the problem from the rear, the Presiding Examiner 
first sought to determine which, if any, of the several zoning pro- 
posals submitted afforded the most feasible and least discriminatory 
method of establishing zones for service and rate determination 
purposes. Having determined that none of the proposals presented 
was satisfactory, and that his suggested alternative zoning was not 
wholly satisfactory, the Decision progresses to the point where it is 
found and concluded that: 

It is impossible to find under the circumstances, and in view of probable early 
changes in both markets and sources of supply of Northern, that the present 


uniform system of rates on the system of Northern is unjust, unreasonable, unduly 
discriminatory or preferential. 


And the Examiner goes on to say that: 


While it is not believed that the time is now ripe for zoning of Northern’s 
system, it is entirely possible and probable that at some time in the future 
zoning of the Northern system will be desirable and have the effect at that time 
of being less discriminatory and preferential than a uniform rates structure for 
the whole system. 


The initial question to be decided, however, is not whether any 
of the zoning proposals are feasible, but, rather, whether the present 
rate structure of Northern is unduly discriminatory or preferential. 
If the finding is in the negative, as was the Examiner’s, then it 
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becomes immaterial whether the proposals as to zone boundaries 
are proper or not. 

To clear the approach to a consideration of this basic question, 
we would make it clear that we consider the proposals of zoning 
neither untimely nor premature—if it be concluded that the existing 
rate practice of Northern is unduly discriminatory or preferential, 
and, therefore, contrary to the provisions of the Natural Gas Act. 
The purposes of the Act cannot be thwarted simply because at some 
indefinite time in the future the present scheme of operations of the 
system may undergo a change by the attachment of new sources of 
supply, or the extension to new market areas, or the development of 
gas storage facilities. To hold that effectuation of a primary pur- 
pose of the Congress in the enactment of this legislation is dependent 
upon the fixedness of the operations of the subject company and 
the improbability of a change in its operations or extension of its 
facilities would be unreasonable. 

The matter before us involves that which is frequently termed a 
“discrimination case” as distinguished from that which is usually 
called a “rate case.” As so designated, the latter type of case gen- 
erally involves a determination as to the reasonableness of rates in 
the sense of whether they are adequate and non-confiscatory or 
whether they are excessive and unjust. Here we are not concerned 
with reasonableness in this sense, but rather as to whether rates— 
otherwise presumed to be reasonable—are unduly discriminatory 
or preferential. This phase of the proceeding is founded primarily 


upon subsection (b) of Section 4 of the Act which provides as 
follows: 


(b) No natural-gas company shall, with respect to any transportation or sale 
of natural gas subject to the jurisdiction of the Commission, (1) make or grant 
any undue preference or advantage to any person or subject any person to any 
undue prejudice or disadvantage, or (2) maintain any unreasonable difference 
in rates, charges, service, facilities, or in any other respect, either as between 
localities or as between classes of service. 


These prohibitions against undue preference or advantage, undue 
prejudice or disadvantage, and unreasonable differences in rates, 
charges, service, or facilities are implemented by subsection (a) of 
Section 5 of the Act.® 


8 The fact that this proceeding was initiated under the primary authority of Section 4 
{e) of the Act is immaterial. This section provides, in pertinent part, that: 

* * * after full hearings, either completed before or after the rate, charge classifi- 
cation, or service goes into effect, the Commission may make such orders with refer- 
ence thereto as would be proper in a proceeding initiated after it had become effective. 

This refers, of course, to a proceeding initiated under authority of Section 5 (a). Thus, 
the Commission is empowered to grant the relief here requested—if it is found appropriate 
and proper so to do. Ayshire Collieries Corp., et al. v. United States, et al., 335 U. S. 573, 


THE ARMY LIBRARY 
Washington, D.C. - 
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The Natural Gas Act does not attempt to define unlawful dis- 
crimination or preference with mathematical precision. Instead it is 
left to the Commission to primarily decide whether from facts, 
disputed or undisputed, in a given case preference or discrimination 
exists; ® and whether it is of such a nature as to be unlawful within 
the contemplation of the statute. As the Commission has heretofore 
found, discrimination or preference may be exhibited in varieus 
forms.!° 

The matter now before us involves a determination as to whether 
unlawful discrimination or preference is created by the exaction 
from all customers on a transmission system of identical, uniform 
rates when the points of delivery to the several customers are as 
much as 600 miles apart. We find, under the circumstances of this 
‘ase, that Northern’s uniformly applicable rates and charges are 
unduly discriminatory as to some of its customers and unlawfully 
preferential as to others. 

It is a simple economic fact that the delivery cost of natural 
gas increases in close proportion to the length of the transmission 
line of any given size. From this Proponents and the Staff reason 
that it is unreasonable, unduly discriminatory and preferential to 
charge customers located nearer to the source of gas supply with the 
same burden of transmission costs as are assessed to customers sit- 
uated 100, 200, or even 600 miles farther from the source. The 
charging of uniform rates under such circumstances, it is said, 
saddles the customers requiring the lesser transportation with costs 
that are incurred solely for the benefit of customers farther removed 
from the source of gas—and requiring consequent longer haul. 
Without more, it would seem that these proponents of zoning for 
Northern’s system have made their case. 

The parties opposed to zoning contend, however, that the factor of 
distance of transmission is offset by the fact that sales made in 
Minnesota—the most remote state served by Northern—have bene- 
fited customers below Minnesota, in that such customers enjoy a 
lower unit transmission cost than they otherwise would have without 
the benefit of such sales on the system. This is but another way of 
stating the generality that for any given length of pipe line, with 
any given load factor, the larger the line the lower the unit delivery 
cost of gas. This results from the fact, as shown by the record 
here—as well as elsewhere," that, while the cost increases approx- 

9 See United States, et al. v. Chicago Heights Trucking Co., et al., 310 U. S. £ 
353 ; United States v. Louisville & Nashville R. Co., 235 U. S. 314, 320. 

1° BH. g., see Opinion No. 225, In the Matters of Atlantic Seaboard Corp., et al.,11 F. P. C. 
43, 67; In the Matter of Transcontinental Gas Pipe Line Corp., 9 F. P. C. 32, 53-54, 63; 
In the Matter of Michigan Wisconsin Pipe Line Co., et al., 9 F. P. C. 127, 135-136, 


150 ; In the Matter of San Juan Pipe Line Co., et al., 9 F. P. C. 170, 185, 194. 
11 Docket No. G-580, Natural Gas Investigation, Smith-Wimberly Report, page 240. 
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imately in proportion with the diameter, the capacity increases more 
than the area, so that the capacity of a 24-inch line, for example, 
is about three times that of a 16-inch line. 

We, too, are inclined to the opinion that sales in Minnesota benefit 
the customers elsewhere on Northern’s system by contributing to the 
large volume of gas handled on this system and the lowering of the 
unit cost of transmission. At the time of the hearing herein, it was 
estimated that jurisdictional sales in Minnesota in 1954 would total 
104,574,000 Mcf, which was 44.58 per cent of the total of such sales. 
However, it would appear that jurisdictional sales in the other states 
served by Northern, estimated to aggregate 130,014,200 Mcf in 1954, 
would make an equal or greater contribution to the lowered cost of 
transmission—and to Minnesota customers. 

In a further effort to develop this theory and to show that cus- 
tomers in the areas of Northern’s system are enjoying a lower cost 
as a result of the sales made in the farther areas, the so-called 
Opponents introduced in evidence a laboriously prepared study which 
purports to reflect the design and costs of constructing and operat- 
ing a theoretical pipe-line system to serve only those customers in 
Nebraska, Iowa, and South Dakota. The fundamental purpose of 
this study, it is said, “was to prove that had any zone under con- 
sideration not been served along with the balance of the service area, 
its service costs would have been higher than they actually are 
under Northern’s presently used uniform rate system.” On another 
occasion, when confronted with similar evidence the Commission 
said : *? 
For the most part the assumptions made either do not square with realities 
or are patently unreasonable as applied to properties and operating conditions 
such as those concerned. 
The same thing could be said of the similar studies in this case. 

In any event, it would seem that the studies prove too much. The 
single study offered for the record by the group of Opponents pur- 
ports to show the cost benefits derived by customers outside of 
Minnesota because of the lowered unit transmission cost resulting 
from the combined jurisdictional sales in the entire system. This 
study purports to show that sales from the theoretical system serving 
only Nebraska, Iowa, and South Dakota would have cost customers 
in these states 1.57 cents per Mcf more in 1951 and 1.442 cents per 
Mcf more in 1952 than the actual average cost in these years under 
Northern’s uniform system rates. However, it was developed on the 
record that the witness who prepared this study had made a similar 
study of a theoretical line to serve only the State of Minnesota. 


12 Jn the Matter of Canadian River Gas Company, et al., 3 F. P. C. 32, 62 


; aff'd., 324 
U. &. 581. 
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The latter study indicates that the Minnesota customers, if served 
by separate facilities, would have paid 6.21 cents more per Mcf in 
1951 and 5.483 cents more per Mcf in 1952 than the actual average 
cost in these years under Northern’s uniform system rates. Thus, 
even under this approach of the Opponents, which we do not accept 
or approve, it would appear that the Minnesota customers are the 
prime beneficiaries under the uniform rate practice of Northern. 

As a part of this consideration of the relative contributions made 
by different markets on the system to the cost of transmission, it is 
important to consider also the distribution of the load on the system. 
As shown hereinbefore, eight municipal areas account for slightly 
more than 71 per cent of the total jurisdictional sales estimated for 
1954, supra, page 16. As will also be noted, the miles of transporta- 
tion required to effect the deliveries at these eight points range from 
448 to 803. The following tabulation gives a complete breakdown 
by mileage of the total jurisdictional sales. 


Estimated Percentage 
jurisdictional | of total juris- 
sales for year dictional 

| 1954 (Mcf) sales 


Distance in miles from source of gas supply 


1, 826, 400 0. 778 
47, 520, 800 20. 257 
20, 025, 500 | 8. 537 
)1, 954, 900 | 26. 410 

260, 600 44.018 


588, 200 100. 000 





It is of further significance to note that more than 50 per cent of 
the estimated jurisdictional sales for the year 1954 require transporta- 
tion through Northern’s facilities for distances of less than 650 miles. 
Considering the data shown in the above tabulation, as well as the 
more detailed evidence in the record, we find that there is no such 
concentration of sales in a single area of the system as would counter- 
vail against the arguments of the Proponents and the Staff that the 
distance of transmission—the mileage of haul—is the primary and 
controlling factor in the determination of the basic issue here. While 
it is true that 37.5 per cent of the total estimated jurisdictional sales 
for 1954 were made at or near the terminus of Northern’s system, 
the distribution of the remainder of these sales along the system 
is such as to foreclose a finding that sales at the farthest points of 
the system are so predominate as to be of controlling consideration 
rather than the distance factor. 

We take particular note, too, of the fact that the annual load 
factor of estimated 1954 sales in Minnesota is lower than the system 
average for jurisdictional sales and the lowest also of any state served 
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by Northern. The matter of load factor is of importance because 
for any given length and size of transmission line, delivery cost per 
Mcf increases as the load factor at which the line is operated de- 
creases.48 Thus, as hereinbefore noted, while the large volume sales 
in Minnesota undoubtedly contribute to a lesser unit cost for trans- 
mission, the lower load factor of such sales has a converse tendency. 

During its long administration of the Interstate Commerce Act, 
the Interstate Commerce Commission has often had occasion to pass 
upon matters similar to those here involved. While the Interstate 
Commerce Commission in its regulation of the railroad and motor 
carriers of the nation must often consider other factors which are 
generally foreign to the natural-gas industry, in proceedings in- 
volving haul and place relationships that Commission gives principal 
consideration to the factors of distance and competition between 
carriers. The Commission’s regard of these factors in this type of 
proceedings has been well stated as follows: ™* 


While there is no easy index of rate-paying ability, cost of service obtrudes 
itself in an obvious and inescapable form through the element of distance. The 
length of the haul is a physical fact which provides an objective measure of the 
amount of service rendered ; and although cost does not vary in direct proportion 
to distance (any more than ability to pay varies in direct proportion to the value 
of commodities), even a rough application of the distance principle tends to 
improve the most questionable rate relationships, and reasonable refinements 
can readily be made where they are needed. Accordingly, the element of dis- 
tance as an index of the cost and worth of transportation service appears to 
have commended itself to the Commission as a leading consideration for reasons 
of its easy ascertainment and popular appeal as a fair standard, as well as 
because of the more substantial economic grounds which support its recognition. 
Despite many evidences of the Commission’s inclination to observe that cost is 
only one of a number of significant factors in rate-making, it does not appear 
that in the adjustment of charges between hauls any other criterion has been 
set up as a positive guide in the processes of rate control. 

Broadly regarded, then, the vast number of rate proceedings involving haul 
and place relationships lend themselves to a fairly uniform pattern of analysis. 
The principal factors to be considered have generally been distance and compe- 
tition [between carriers]. The basis of complaint has commonly consisted of 
an apparent failure to adjust charges in sufficiently close conformity to the 
length of the haul or of some related cost element, the extenuating circumstances 
urged as justification of rate adjustments which disregard distance have com- 
monly consisted in the exigencies of competition or of some related condition 
involving the need of attracting traffic. As already noted, these considerations— 
distance and competition—have operated on different levels: the one as a posi- 
tive standard to which closer conformity may be required ; the other as a plausi- 
ble ground for permitting departure from this standard. 


13 This generality simply gives expression to the mathematical fact that more complete 
utilization of any given capital facilities involving fixed costs will result in declining unit 
costs. Docket No. G—580, National Gas Investigation, Smith-Wimberly Report, page 260; 
Hamilton, Cost as a Standard for Price, 4 Law and Cont. Prob. 321, 330. 

14 Vol. III-B, Sharfman, The Interstate Commerce Commission, pages 541-542. 
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To a similar effect, we note the statéments on this subject by another 
authority, which has been cited to us by the Opponents: * 

The [Interstate Commerce] Commission has always recognized distance, how- 
ever, as a most important consideration in rate making and has said that, as a 
general rule, other things being equal, distance should be a controlling factor, 
and rates between distant points should exceed those between points less distant. 
Distance, however, has never been regarded as the sole consideration. As said 
by Cemmissioner Prouty “Rates cannot be made with a yard stick.” Where, 
therefore other circumstances are present which outweigh the importance of 
the length of the haul, either as affecting the cost or the value of the service, it 
has held that distance may properly be disregarded. 

Our position in this proceeding is thus in general accord with the 
position taken by the Interstate Commerce Commission in similar 
matters which has so often been approved in the courts. 

As previously stated, it is a simple economic fact that the delivery 
cost of natural gas increases in close proportion to the length of the 
transmission line of any given size. Therefore, unless other circum- 
stances are present which outweigh the importance of the length of 
transmission required to effect delivery, the distance factor is the 
prime determinant of the cost of rendering service. Since in our 
view of this record there are no such circumstances present to coun- 
ter-balance the distance factor, we conclude that the distance of 
transmission required to effect deliveries at the various points of 
sale by Northern reflects with reasonable accuracy the relative cost 
of providing service to its customers. We further find and conclude 
that Northern’s present practice of demanding and collecting uni- 
form rates throughout the length and breadth of its area of service 
for the sale of natural gas for resale is unjust, unreasonable, unduly 
discriminatory, and preferential. This practice results in the shift- 
ing of transmission cost from those whose service requires its in- 
currence by reason of the greater transportation distances to others 
who are not responsible for such cost—and who are not benefited 
correspondingly. 

Having found and concluded that Northern’s present uniform rate 
practice is unlawfully discriminatory and preferential, there is to 
be determined the manner in which the discrimination and preference 
may be most properly eliminated. In theory, the ideal, non-dis- 
criminatory, and non-preferential rate structure would be one de- 
signed to assess each point of sale and delivery with the total of the 
various cost components incurred in the rendering of service to each 
point. But any attempt to arrive at such perfection would be not 
only delusory,® but also impracticable and infeasible from both the 

I. Drinker, Interstate Commerce Act § 58 (1909). 

16 Colorado Interstate Gas Company vy. Federal Power Commiasion, et al., 324 U. S. 581, 


589; Hamilton, Cost as a Standard of Price, supra; Op. No. 225, In the Matter of Atlantic 
Neahoard Corporation, et al., 11 F. P. C. 43. 
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management and regulatory point of view. In the circumstances of 
this case, the only practical and reasonable approach to an equitable 
solution is the establishment of service zones—with rate differentials 
—as urged by the Proponents of zoning and the Staff. 

The Proponents of zoning recommend the establishment of two 
zones on Northern’s system, exclusive of the so-called Argus System 
which is sometimes referred to as a zone. The boundary lines under 
this recommendation would be established at the suction side of the 
Oakland (Iowa) Compressor Station on the east branch of the sys- 
tem and the suction side of the Hooper (Nebraska) Compressor 
Station on the west branch. 

The staff witness presented in evidence four different possibilities 
of zoning for Northern’s system.'* These several suggested methods 
of establishing zones may be summarily described as follows: 

Proposal A.—Boundary lines between zones 1 and 2 to be estab- 
lished at the Bushton (Kansas) Compressor Station. Boundary 
lines between zones 2 and 3 to be established at the Hooper Com- 
pressor Station on the west branch and at the Oakland Compressor 
Station on the east branch of the system. 

Proposal B.—Boundary lines between zones 1 and 2 to be estab- 
lished at the Kansas-Oklahoma border. Zones 2 and 3 to be sepa- 
rated by a line running through the Beatrice (Nebraska) Compres- 
sor Station. Zones 3 and 4 to be separated by dividing lines at the 
Paullina (Iowa) Compressor Station on the west branch and the 
Ogden (Iowa) Compressor Station on the east branch. 

Proposal C.—Under this plan each of the states through which 
Northern’s system extends would constitute a separate zone as fol- 
lows: Zone 1—Oklahoma, Zone 2—Kansas, Zone 3—Nebraska, Zone 
4—Iowa, Zone 5—South Dakota, and Zone 6—Minnesota. 

Proposal C Modified.—A modification of Proposal C to establish 
additional sub-zones in the states of Nebraska and Iowa having 
boundary lines equidistant from the source of gas supply. 

The Staff, as such, recommends the so-called Proposal B, as briefly 
described above. In expressing his individual opinion, as distin- 
guished from the collective opinion of the Staff, the staff witness 
stated the so-called Proposal C Modified to be most suitable for 
Northern’s system. 

The Presiding Examiner found and concluded that: 








(12) The most feasible method of zoning the system of Northern, as it existed 
prior to construction of the facilities authorized in Docket No. G—2063, would be 
obtained by the creation of an A or Argus Zone, extending from the southern 
end of Northern’s system to the Bushton compressor station and a division of 
the remainder of the system into two zones at a point far enough north of the 


17 As noted hereinbefore, the Staff, as such, did not take a position on the zoning issue 
during the course of the hearing (Fn. 5 supra.) 
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Ogden, Iowa, and Paullina, Iowa, compressor stations to fix (without ques- 
tion) in the southernmost of said zones the delivery points from the main line 
to the Waterloo-Dubuque and Boone-Marshalltown laterals connected to the 
Ogden station and the Sioux Falls lateral connected to the Paullina station. 

Both the Proponents and the Staff have taken exception to this 
finding of the Examiner, each urging approval of the particular 
zoning proposal recommended by them. 

After detailed consideration of the record, we have concluded that 
none of the zoning plans presented by the Proponents and the Staff 
or the modified plan which the Examiner finds most feasible are 
appropriate and acceptable. While each might as claimed tend to 
eliminate or reduce the discriminations and preferences existing under 
the present rates of Northern, the facts are clear that other inequities 
would be created by the establishment of zones according to any 
of these plans. 

Under each of these plans, including that found most proper by 
the Decision, determination of the zone in which a particular sale 
is made would be fixed by the point on the main line from which the 
lateral line enabling such sale takes off. All of Northern’s sales of 
gas for resale are effected at the city gates of the communities 
served. In most instances these sales are made at the termini of 
lateral lines branching from the main line transmission facilities. 
Thus, the total distance of transmission to each point of delivery is 
represented by the aggregate of the mileage of transmission through 
both the main line and the lateral line serving each point of sale. 
As a result, as is elaborately pointed out by the Opponents, under 
each of these methods of zoning the total mileage of transmission to 
certain points in zones closer to the source of supply is greater than 
the mileage to other points of sale in zones farther removed from 
the source. Under each of the plans considered, including the 
Examiner’s, deliveries to certain points requiring the greater mileage 
of transmission would be made at the lesser rate. 

The foregoing is sufficient in our view to condemn each of these 
methods of zoning. Therefore, it would serve no useful purpose to 
relate in exhaustive detail other infirmities which we find, but brief 
additional comment would be illustrative. The zoning proposed by 
the Proponents would result in a wholly disproportionate division 
of the principal market territory. Under this plan Zone 1 sales 
would represent only about 22 per cent of the total jurisdictional 
business, whereas approximately 78 per cent of these sales would be 
included in Zone 2. Moreover, under this plan, Zone 1 sales would 
assume a relatively small and disproportionate portion of the costs 
associated with the hundreds of miles of lateral lines on the system. 
These same points of criticisms are also appropriate for the Staff’s 
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so-called Proposal A, which is substantially similar to the plan of 
the Proponents excepting that an additional zone is proposed south 
of the Bushton station. 

The establishing of a separate zone for each state, as contem- 
plated in the Staff’s Proposal C, is a method which has been em- 
ployed by other natural-gas companies. However, it is wholly in- 
appropriate and would be inequitable on Northern’s system, particu- 
larly because of the geographical relationship of the facilities to the 
boundary between the States of Nebraska and Iowa. Staff’s Pro- 
posal C Modified is also unsatisfactory, not only for reasons herein- 
before stated, but also because it would provide for the establishment 
of too many zones on this system, particularly in the principal market 
area which is about 400 miles in length and about 300 miles between 
the westernmost and the eastermost points of sales. We believe that 
zones should include as large an area of service as may be consistent 
with equitable treatment to all customers. Furthermore, this plan 
more than any other suggested would be responsive to any change of 
markets or facilities so as to necessitate possibly the establishment 
of other zones or sub-zones. 

Considering the foregoing, and all other facts of record, it is our 
opinion that the most appropriate and practicable method would be 
the establishment of three zones on Northern’s system with zone 
boundaries as depicted on the map following this page.'® (Illustra- 
tion in this instance is more desirable—and more effective—than 
description.) This plan, in our view, provides the most effective 
and equitable basis for eliminating the present unlawful discrimina- 
tion and preference. 

As noted previously, the Bushton Compressor Station is the last 
point of input of gas into the main-line facilities. Under this plan, 
the service area north of the Bushton station, wherein more than 
99 per cent of the jurisdictional sales are made, is divided into three 
zones which are as nearly equal as they can reasonably be so far as 
transmission distances are involved. Zone 1 embraces all sales re- 
quiring transmission to the point of delivery, including that made 
through lateral lines, for a distance of 191.0 miles beyond the Bush- 
ton station. Sales made at points south of the Bushton station, in- 
cluding sales in the so-called Argus System, also fall within Zone 1. 
All sales made on the west leg of the system requiring transmission 
up to a distance of 190.43 miles beyond the Zone 1 northern 
boundary and all sales made on the east leg of the system requiring 
transmission up to a distance of 190.15 miles beyond the Zone 1 

18 These three zones encompass the whole of Northern’s system north of the Oklahoma- 
Kansas boundary, which is the area in which all of its sales are made. It would seem 


appropriate also to designate the area south of the Oklahoma-Kansas line where Northern 
has facilities as “Zone A.” 
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boundary fall within Zone 2. Sales falling in Zone 3 require trans- 
mission for a maximum distance of 180.8 miles on the west leg and 
183.0 miles on the east leg beyond the northern boundary of Zone 2. 
As estimated for the year 1954, jurisdictional sales in Zone 1 would 
amount to 2,508,100 Mcf, or 1.07 per cent of the total of such sales, 
103,620,800 Mcf or 44.17 per cent in Zone 2, and 128,459,300 Mef 
or 54.76 per cent in Zone 3. 

Under the procedures advocated by the Proponents of zoning for 
distributing the cost of service to the zones recommended by them, 
all costs except transmission costs were allocated on a system-wide 
basis in the manner prescribed by the Commission in its Opinion 
No. 228, issued in an earlier proceeding involving increased rates of 
Northern, and used also in arriving at the settlement of other issues 
in this instant proceeding as heretofore mentioned. Costs associated 
with the operation of the transmission main line facilities in Pro- 
ponents proposed Zone 1 were likewise allocated by them to all cus- 
tomers, excepting those in the Argus System, on a system-wide 
basis, on the theory that these facilities are used for serving all 
customers. Costs associated with the branch or lateral lines located 
in that Zone 1 were assigned solely to the Zone 1 customers. Sim- 
ilarly, all costs associated with transmission plant located in their 
proposed Zone 2 were assigned by the Proponents solely to that zone, 
as they are not considered to be used in any way to provide service 
to Zone 1. 

The Staff in distributing the total cost of service to the several 
zones, first determined the average weighted transmission miles 
required to haul purchased and produced gas, as estimated for the 
year 1954, from the various sources to a common point on the system, 
which was determined to be the Bushton Compressor Station, the 
last point of input. The number of transmission miles from the 
source of supply to each sales delivery point was then deterrained. 
Transmission demand miles were computed by multiplying the 
mileage thus obtained for each delivery point by the three-day 
system peak average sales at each such point. Transmission com- 
modity miles were computed by the multiplying of the mileage to 
each delivery point by the annual sales made at that point. The data 
thus obtained was then grouped by zones and by classes of service. 

Under the Staff’s procedure, the unit cost of service on a system- 
wide basis was then determined for each function and allocated to 
zones and classes of service as follows: Production costs were al- 
located to all sales in proportion to the volume of annual sales, trans- 
mission costs were allocated by the computed demand and commodity 
Mcf-miles; distribution and customers’ accounting and collecting 
costs were assigned to zones according to the number of sales delivery 
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points; and sales promotion expense was allocated to zones in ac- 
cordance with estimated annual volume:of sales. Driling and 
pumping sales were assigned transmissiom costs by Mcf-miles based 
upon the average distance of groups of such sales from the supply 
source. 

We do not believe it either sound or reasonable to allocate costs 
in part on a system-wide basis and in part on the basis of a segrega- 
tion of certain properties as the Proponents have done. For the 
purposes of this case wherein we are attempting to arrive at a sound 
and equitable basis for establishing for the first time a differential 
in rates in separated areas of a system which has not heretofore had 
zone rates, we find the theory of the cost allocation procedure ad- 
vocated by the Staff to be particularly appropriate. We further find, 
however, for the reasons stated below that certain modifications 
should be made to the precise manner in which it was applied by the 
Staff in this case. 

The previously mentioned statement of settlement in this pro- 
ceeding, which was approved by our order issued January 28, 1954, 
provided, among other things, as follows: 


SECTION VII 


l'urther Proceedings 


It is agreed that this settlement will dispose of all matters involved and issues 
presented in this proceeding, excepting the single issue respecting zones of service 
and differentials in rates between zones. It is further agreed that further hear- 
ings herein respecting such issue shall be had at the earliest practicable date 
and the cost of service hereinbefore set forth and agreed upon for the purposes 
of this settlement shall be used to the extent that cost of service is involved. 

For the purposes of this settlement it is further agreed that the decision of 
the Commissien respecting such issue of service zones and rates differentials, 
if it requires a change in the revised rate schedules filed pursuant to Section I 
hereof, shall not be made effective prior to December 27, 1954, nor result in 
revenues less than the agreed cost of service. It is also agreed that, if so required 
by decision of the Commission on further hearings herein, Northern shall incor- 
porate in revised rate schedules filed to become effective on or after December 27, 
1954, the methods and principles found by the Commission, subject to judicial 
review, to be proper as to zones and rate differentials, with due regard to the 
recovery of reasonable cost of service. 


The total cost of service for the year 1954 agreed upon for the purpose 
of such settlement was $88,584,957, of which, it was further agreed, 
$73,083,254 was allocable to jurisdictional sales. There was also 
agreement in this settlement as to the allocation of such costs to the 
functions of production, transmission, distribution, customers’ ac- 
counting and collecting and sales promotion. 

In the preparation and presentation of evidence in the hearing in 
this matter, the Staff, of course, was bound by these provisions o* the 
stipulation. Accordingly, in the allocation of costs to the several 
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proposed zones the Staff used the costs as allocated to functions for 
the purpose of the settlement. 

In the allocation so made for the purpose of the settlement the 
transmission costs of Permian Basin Pipeline Company, Northern’s 
subsidiary and a supplier, were added to the transmission costs of 
Northern, although the delivery of gas by Permian is made at the 
southern terminus of Northern’s own system. While such an alloca- 
tion was proper for the purpose of establishing rates on a system- 
wide basis, the transmission costs of Permian should not here be 
spread on a mileage basis but rather should be included with other 
production and supply costs and spread on the basis of sustained 
peak demand and annual sales. In the settlement allocation a part 
of the administrative and general expense was also assigned to the 
transmission function as were costs of transmission and compression 
of gas by others before entry into the transmission system facilities. 
Since these costs are not specifically related to the miles of gas trans- 
portation, they too should properly be distributed on the basis of 
sustained peak demand and annual sales. 

We also find that the Staff’s allocation of distribution and cus- 
tomers’ accounting and collecting costs on the basis of sales delivery 
points produces wholly disproportionate results. Under this pro- 
cedure the same amount of expense is attributed to the point of 
smallest volume of sales and requiring the smallest of metering and 
regulating equipment as is attributed to the largest of customers 
whose purchases require the most expensive metering and regulating 
equipment. Since the record does not provide a breakdown of these 
costs sufficient to determine the actual cost at each point of delivery, 
we find that it would be proper for the present purpose to distribute 
one-half of these costs according to the number of delivery points 
and one-half in the proportion of the volume of sales. In this 
manner, recognition would be given in part at least to the compara- 
tive size of the various markets served and to the varying costs 
related thereto. As so modified, we will utilize hereinafter the allo- 
cation procedure of the Staff. 

As so modified we believe the cost allocation procedure proposed 
by the Staff to be most suitable for the purpose of this case, and we 
adopt it for this purpose. 

Subsequent to the close of the hearing on the phase of the pro- 
ceeding here under consideration, Northern, on July 2, 1954, filed 
revised uniformly applicable rate schedules designed to provide an 
increase in revenues from jurisdictional sales of $8,128,405, or 10.4 
per cent, annually over and above the revenues estimated to be pro- 
duced by the rates allowed to become effective pursuant to the settle- 
ment and our order herein issued January 28, 1954. The proposed 
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increase in rates was based on sales for the year ended March 31, 
1954, as adjusted. In support of this increase, Northern relies prin- 
cipally on claimed costs of new plant facilities, the majority of which 
were not then estimated to go into service until September and 
October, 1954. The total cost of service claimed by Northern in this 
filing is $103,533,908, as contrasted to the amount of $88,584,957 
stipulated as the cost of service to be used for the purpose of the 
hearing in this instant proceeding. 

By order issued July 29, 1954, at Docket No. G—2505, we sus- 
pended and deferred the use until December 27, 1954, of the increased 
schedules filed July 2, 1954. Thereafter, pursuant to proper motion 
of Northern, the suspended schedules were allowed to become effec- 
tive as of December 27, 1954, subject, however, to the condition, 
among others, that Northern shall refund, with interest, the portion 
of such increased rates or charges as the Commission may by its 
decision in that proceeding find not justified. Since the proceedings 
have not been concluded and a decision has not been made in the 
matter at Docket No. G—2505, the increased rates are now being col- 
lected, subject to possible refund of a portion thereof. 

Considering the lapse of time occasioned by necessary procedures 
in this case and the facts recited above, it would be inappropriate 
and improper to now require by order in this proceeding that 
Northern file substitute revised tariff sheets to be made effective as 
of a retroactive date or based upon a cost of service less than that 
claimed by Northern in its previously mentioned filing of July 
2, 1954. 

Of the total cost of service claimed in support of the filing of 
July 2, 1954, Northern has allocated $86,538,101 to the jurisdictional 
sales. However, the procedures used by Northern in making such 
allocation are unlike those prescribed by the Commission in its 
Opinion No. 228 in earlier proceedings concerning Northern’s rates, 
which were followed also in the settlement of the other aspects of 
this instant matter. 

Using the claimed jurisdictional cost of service of $86,538,101, but 
applying thereto the principles and methods of cost classification and 
allocation hereinbefore found to be proper, we obtain the following 
results: 





Rate Schedule CD-1 Average cost 
Overrun | 
com- 
modity | 70-Percent | 80-Percent | 100-Per- 
charge load factor | load factor | cent load 
factor 





Ce Cents 
; : . BE 26. 06 

30. 47 

33. 41 
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The estimated volumes of sales for resale shown in the new rate 
filing of Northern reflect an annual load factor for this class of sales 
of about 70 per cent. At this load factor, it will be noted, the dif- 
ferential in average cost to the purchasers in Zones 2 and 3 is shown 
in the tabulation to be 3.06 cents per Mcf. Considering, however, 
that this differential is calculated on the basis of the total cost 
claimed by Northern, which in certain respects at least is not in 
accord with prior decisions of the Commission in proceedings in- 
volving rates of Northern, and the fact that past experience indicates 
the possibility that Northern may not be able to fully support its 
claimed cost of service, we are of the opinion that the maximum 
differential in rates to be made effective at this time on an interim 
basis, subject to subsequent adjustment and possible refund, should 
be about 2.00 cents per Mcf. This differential is the difference in 
average cost per Mcf purchased at a load factor of 70 per cent. The 
following tabulation reflects a recasting of the rates shown in the 
previous tabulation to produce a differential between Zones 2 and 3 
of 2.04 cents per Mcf, which is as close as can be computed: 


Rate Schedule CD-1 Average cost per Mef 


Overrun 
com- ] 


on ot ST OOR hea — 
charge | modity 


charge | load factor | load factor | cent load 
charge 


factor 


31. 
33. 


| 
Ceni Cents Cents Cents 
| d 29. 
35. 


30. . 
32. 30. 
34. 32. 


| Demena | Com- | modity | 70-Percent | 80-Percent | 100-Per- 
| 

| 

| 

| 





As previously noted, the parties opposed to zoning, including 
Northern, contend that an increase in rates will result in the loss of 
industrial sales to competitive fuels by some of Northern’s customers. 
In deference to this position, Northern, in its rate filing of July 2, 
1954, proposed no increase in the commodity component of its rate 
and instead increased only the demand component.’® Furthermore, 
by such filing, Northern proposed the elimination of the differential 
of 2 cents per Mcf heretofore added to the commodity component 
to arrive at the rate for the purchase of “over run gas”, being 
volumes in excess of the contracted demand.!® We find the evidence 


19 In explanation, Northern states in its rate filing of July 2, 1954, that: 

In order that a favorable competitive position be maintained for large volume loads, 
it is the judgment of Northern’s management that the commodity charge under Rate 
Schedule CD-1 should not be increased at this time. Accordingly, the commodity 
charge has been retained at the present level of 22.1¢ per Mcf and the demand charge 
increased from $2.21 to $2.70 per Mcf of billing demand in order to recover cost of 
service. * * * 

The same considerations have led Northern’s management to propose that the over- 
run price of 24.1¢ per Mcf in the presently effective R-1 Rate Schedule be reduced 
to 22.1¢ per Mcf, the same as the commodity charge under Rate Schedule CD-1. 





NORTHERN NATURAL GAS CO. 33 


on this point of contention something less than convincing. No 
evidence whatsoever in this respect was offered by Northern States 
Power Company, an intervener herein and an active opponent of 
zoning, which is undoubtedly the largest consumer of industrial gas 
supplied by the Northern system and certainly well provided with 
information and data as to the costs of purchasing and handling 
other competitive fuel. However, the proceedings at Docket No. 
G-2505 will provide a further opportunity to develop evidence on 
this point. Furthermore, experience under zone rates pending 
disposition of those proceedings will give further indication of the 
probable future trend of industrial sales of natural gas in the area 
served by Northern. All of which can be given consideration in the 
decision in the proceedings at said Docket No. G—2505, including 
the fixing of the level of rates in each zone. Accordingly, at this 
time we will permit Northern, if it chooses so to do, to maintain 
in the rate schedules filed pursuant to the order in this instant 
matter a uniform commodity charge throughout its system, and to 
adjust the demand component of the rates to provide a differential 
between zones of approximately 2.00 cents per Mcf at a 70 per cent 
load factor as indicated in the tabulation last above. 

As their final point of argument, the parties designated as the 
Opponents appear to suggest, although they do not so state, that the 
proviso of Section 5 (a) of the Natural Gas Act precludes the Com- 
mission from requiring Northern by order to establish service zones 
and rate differentials. This proviso, however, does not preclude the 
Commission from granting the relief sought in this proceeding.?® 
To hold otherwise would do violence to the purpose and object of 
the legislation. 

Undue discrimination or preference, as found to exist by reason 
of the present rate practice of Northern, may be eliminated in sev- 
eral ways, of which an increase in rates for certain service is only 
one. Section 5 (a) specifically provides also that “the Commission 
may order a decrease where existing rates are unjust, unduly dis- 
criminatory, preferential, otherwise unlawful, or are not the lowest 
reasonable rates.” It would also be quite proper for the Commission, 
upon the finding of undue discrimination or preference under the 
facts of this case, to determine appropriate zones of service and 
require Northern to file appropriate rates which would not be unduly 
discriminatory or preferential.2* And the Commission may, as we 

2 In Michigan Consolidated Gas Company v. Panhandle Eastern Pipe Line Company, 
173 F. 2d 784, 789, the Court of Appeals said : 

Whatever may be the limits placed by the [Natural Gas] Act upon the authority 
of the Commission in other respects, it is clear that under § 717c (b) [Sec. 4 (b)] the 
authority of the Commission, in respect to undue preferences or advantages is with- 
out limitation. 


21 Federal Power Commission et al. v. Natural Gas Pipeline Company, et al., 315 U. 8. 
575, 583-585. 
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do here, in the circumstances of a particular case merely determine 
and fix the differential in rates that is reasonable and necessary to 
eliminate existing unlawful discrimination and preference, leaving 
to the company the decision as to how such differential shall be 
incorporated into its rate schedules. As the Supreme Court has 
said : 































The Constitution does not bind rate-making bodies to the service of any single 
formula or combination of formulas. Agencies to whom this legislative power 
has been delegated are free, within the ambit of their statutory authority, to 


make the pragmatic adjustments which may be called for by particular circum- 
stances. 


The Commission further finds, for the reasons given and upon the 
findings hereinbefore set forth: 

(1) Northern Natural Gas Company, a corporation organized and 
existing under the laws of the State of Delaware, is engaged in the 
transportation of natural gas in interstate commerce and in the sale 
in interstate commerce of such gas for resale, and, is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act. 

(2) The demanding, charging, and collecting by Northern of 
uniform rates and charges for all sales of natural gas by it, subject 
to the jurisdiction of the Commission, is unduly discriminatory and 
preferential, and, therefore, unlawful. 

(3) The establishment of zones of service with proper differen- 
tials in the rates and charges applicable to sales in the respective 
zones, subject to the jurisdiction of the Commission, would be the 
most effective and equitable means of fixing rates and charges which 
would be not unduly discriminatory or preferential. 

(4) Northern should be required to file appropriate revisions to 
its FPC Gas Tariff to provide for the division of its system into 
three rate zones bounded in the manner and at the locations specifi- 
cally shown on the map following page 28 hereof, as hereinafter 
ordered and conditioned. 

(5) The statement of settlement of the issues in this proceeding 
other than those respecting service zones and rate differentials, which 
was agreed to by Northern and all other parties and approved by 
the Commission, provides, among other things, that: 


SECTION VII 


~ 




















* * * * * 





For the purposes of this settlement it is further agreed that the decision of 
the Commission respecting such issue of service zones and rate differentials, if 
it requires a change in the revised rate schedules * * *, shall not be made effective 
prior to December 27, 1954, nor result in revenues less than the agreed cost of 












22Idem, page 586. 
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service. It is also agreed that, if so required by decision of the Commission 
on further hearings herein, Northern shall incorporate in revised rate schedules 
to become effective on or after December 27, 1954, the methods and principles 
found by the Commission, subject to judicial review, to be proper as to zones 
and rate differentials, with due regard to the recovery of reasonable cost of 
service. 


(6) The adjusted total cost of service agreed upon in the above- 
mentioned approved settlement was $88,584,957 for the twelve- 
months period ending December 27, 1954, the test period, of which 
amount, it was further agreed, $73,083,254 was properly allocable 
to jurisdictional sales. 

(7) On July 2, 1954, Northern filed certain revised sheets to its 
FPC Gas Tariff proposing an increase in rates and charges of 
$8,128,405 annually over and above the rates and charges allowed to 
become effective as of December 27, 1953, pursuant to said approved 
settlement. These proposed increases were based upon estimated 
sales for the year ended March 31, 1954, as adjusted, and a claimed 
over-all cost of service for that period of $103,533,908. Of this total 
Northern has allocated $86,538,101 to the jurisdictional sales. 

(8) By order issued July 29, 1954, at Docket No. G—2505, the 
Commission suspended and deferred the use until December 27, 1954, 
of the said revised sheets filed on July 2, 1954. Thereafter, by or- 
der issued January 7, 1955, upon proper motion of Northern, said 
revised sheets and increased rates and charges were allowed to take 
effect as of December 27, 1954, subject to such refunds as might be 
thereafter ordered by the Commission. 

(9) In view of the facts set forth in paragraphs (6), (7), and 
(8) hereinbefore, it would be inappropriate to now require by or- 
der in this proceeding that Northern file substitute revised tariff 
sheets to be made effective as of a retroactive date or based upon a 
total cost of service less than that claimed by Northern in its pre- 
viously mentioned filing of July 2, 1954. 

(10) Northern should be required to file with the Commission 
revised sheets to its FPC Gas Tariff, satisfactory to the Commis- 
sion, containing schedules of rates and charges which would pro- 
duce from sales for resale in the herein defined Zone 1 an average 
revenue approximately 2.00 cents per Mcf less than the average 
revenue from similar sales in Zone 2, and an average revenue from 
sales for resale in Zone 2 approximately 2.00 cents per Mcf less 
than the average revenue from similar sales in Zone 3, but said dif- 
ferentials in average revenues shall be not less than 1.95 cents per 
Mef: Provided, however, that the design of said schedules of rates 
and charges shall be based on the billing determinants for sales for 
resale as estimated by Northern for the purpose of its aforemen- 
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tioned filing of July 2, 1954, and the required differentials in aver- 
age revenue should be as computed at sales equivalent to use each 
month of contract demand at a 70 per cent load factor: And, pro- 
vided further, that the design of said schedules of rates and charges 
shall be based upon a cost of service for jurisdictional sales not to 
exceed $86,538,101. 

(11) The revised tariff sheets to be filed as contemplated by para- 
graphs (4) and (10) hereinbefore should be made effective as of 
May 27, 1955, for all sales of gas by Northern for resale, subject to 
such refunds as may be hereafter ordered by the Commission in the 
aforesaid proceedings at Docket No. G—2505; and said revised tariff 
sheets as of that date should be substituted for First Revised Sheets 
5, 6, and 9 to Northern’s FPC Gas Tariff, Original Volume No. 1, 
which became effective as of December 27, 1954, subject to such 
refunds as may be hereafter ordered by the Commission. 

The Commission orders: 

(A) Northern, within fifteen (15) days from the date of issuance 
hereof, shall file with the Commission revisions to its FPC Gas 
Tariff, satisfactory to the Commission, to provide for the division 
of its natural-gas transmission system into three zones bounded in 
the manner and at the locations specifically shown on the map fol- 
lowing page 28 hereof. 

(B) Northern, within fifteen (15) days from the date of issuance 
hereof, shall file with the Commission revised sheets to its FPC 
Gas Tariff, satisfactory to the Commission, containing schedules of 
rates and charges which would produce from sales of gas for resale 
in the heretofore prescribed Zone 1 an average revenue approxi- 
mately 2.00 cents per Mcf less than the average revenue from simi- 
lar sales in Zone 2, and an average revenue from sales for resale 
in Zone 2 approximately 2.00 cents per Mcf less than the average 
revenue from similar sales in Zone 3: Provided, however, That said 
differentials in average revenue shall be not less than 1.95 cents per 
Mcf. The design of said schedules of rates and charges shall be 
based on the billing determinants for sales for resale as estimated 
by Northern for the purpose of its aforementioned filing of July 2, 
1954, and the required differentials in average revenue shall be as 
computed at sales equivalent to use each month of contract demand 
at a 70 per cent load factor. 

(C) The schedules of rates and charges in the revised tariff 
sheets to Northern’s FPC Gas Tariff to be filed pursuant to para- 
graph (B) above shall be designed so as to produce to Northern 
total revenues from sales of natural gas, subject to the jurisdiction 
of the Commission, not to exceed $86,538,101, based upon sales for 
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the year ended March 31, 1954, as adjusted, as estimated by North- 
ern for the purpose of the aforesaid filing of July 2, 1954. 

(D) The revised tariff sheets filed pursuant to paragraphs (A), 
(B), and (C) above shall be effective as to all sales of gas, subject 
to the jurisdiction of the Commission, made on and after May 27, 
1955, subject to such refunds as may be hereafter ordered by the 
Commission in the aforesaid proceedings at Docket No. G—2505. 

(E) The revised tariff sheets filed pursuant to paragraphs (A), 
(B), and (C) above shall be substituted as of May 27, 1955, for 
First Revised Sheets 5, 6, and 9 to Northern’s FPC Gas Tariff, 
Original Volume No. 1, which became effective as of December 27, 
1954, subject to such refunds as may be hereafter ordered by the 
Commission in the aforesaid proceedings at Docket No. G—2505. 

Commissioners Draper and Smith dissenting in part. 


Draper and Smrru, Commissioners, dissenting in part: 

We concur fully in the conclusion of the Commission that North- 
ern’s uniform, system-wide rate structure results in undue discrimi- 
nation. This, we agree, should be removed by the creation of the 
rate zones provided for herein and the establishment of rates which 
will reasonably reflect the relative costs of service within each zone. 

According to the allocation method adopted in this case, the dif- 


ferential in average costs between Zone 2 and Zone 3 is 3.06 cents 
per Mcf, based on Northern’s most recent estimate of sales for re- 
sale at an annual load factor of 70 per cent. We do not hold that 
allocated costs should be followed slavishly in designing rates. We 
recognize, furthermore, that, when departures from historical rate 
patterns are to be made, some softening of the impact may be ap- 
propriate. We are not convinced by the evidence in this record, 
however, that there is reason for the majority’s reduction of the 
indicated differential between Zones 2 and 3 from 3 cents per Mcf 
to 2 cents. 

In our view it would be more equitable to establish an initial 
differential of 214 cents. This would be subject to further consid- 
eration and adjustment in Docket No. G—2505 should the evidence 
therein show that such differential should be modified. 
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In THE Matrer oF 
TEXAS EASTERN TRANSMISSION CORPORATION 
Opinion and Order Issuing Certificate of 


Public Convenience and Necessity and 
Permitting Abandonment of Facilities 


Docket No. G—2503 


June 24, 1955* 
Syllabus 


. Commission did not require applicant to prove in this proceeding the relative 
merits of future expansion on its system. P. 48. 

. Commission requires Texas Eastern by a certificate condition to submit satis- 
factory evidence as to the continued service to said communities prior to 
the commencement of any abandonment operations. P. 44. 

. Commission did not consider the competitive aspects of interveners’ oil inter- 
ests as opposed to the operations of the Little Inch as an oil products carrier, 
but gauged only the impact of Texas Eastern’s venture into the oil products 
business upon the company, its customers, and the ultimate consumers solely 
from the standpoint of natural gas service. P. 46. 

. In determining what is the “public” whose convenience and necessity are the 
subjects of inquiry, Commission conceives that “public” to be the public 
which exists in the area or territory proposed to be served, not merely the 
applicants or those persons or towns who believe they would benefit from 
the proposed construction, but the phrase does not embrace the public of 
the whole nation. P. 49. 

. Commission refuses to consider an alternative proposal not submitted by an 
applicant, because they could not compel construction and operation of 
facilities pursuant to such alternative proposal if the company chooses to 
abide by the exact proposal submitted to the Commission. P. 50. 

. The pendency of the anti-trust suit in question provides no justification for 
a delay in the normal workings of the administrative process. P. 51. 

. Commission finds that the examiner’s actions at the hearing did not constitute 
material prejudice to the interveners. P. 51. 

. Commission issues a certificate of public convenience and necessity under sec- 
tion 7 of the Natural Gas Act to Texas Eastern authorizing the construction 
and operation of certain facilities and authorizes the abandonment by Texas 
Eastern of the Little Inch facilities. P. 54. 


Charles I. Francis, Charles I. Thompson, R. Clyde Hargrove, 
Elmon W. Holmes, Keith M. Pyburn, J. Ross Gamble, Sterling W. 
Steves, and Frank J .Peragine for Texas Eastern Transmission 
Corp. 

Harold Leventhal and Bryce Rea, Jr., for River Company, Inc., 
Chotin Towing Corp., and Greenville Towing Co. 

William J. Grove, William L. Brunner, and Louis C. Kaplan for 
the staff of the Federal Power Commission. 


*Designated Commission Opinion No. 282. Order amended by order issued July 1, 1955, 
infra, p. 837. Rehearing granted in part and denied in part by order issued August 12, 
1955, infra, p. 905. 


Ep1Tor’s, Nore.—Reversed 237 F. 2d 741 (C. A. D. C., 1956). 
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By THe ComMMIssIon: 
OprmnIon 


This matter is before us upon exceptions to and appeals from 
the Intermediate Decision of the Presiding Examiner as filed herein 
April 12, 1955. There are to be decided whether the present or 
future public convenience and necessity requires that Applicant, 
Texas Eastern Transmission Corporation (Texas Eastern), construct 
and operate its proposed facilities in lieu of certain existing facili- 
ties, whether the present or future public convenience and necessity 
will permit the abandonment as herein proposed, whether the trial 
examiner improperly restricted presentation of evidence, and 
whether due process of law was accorded certain exceptants. 

The proceeding arose out of the filing, on July 26, 1954, by Texas 
Eastern of an application, and supplements thereto, on July 30, 1954, 
and October 25, 1954 (1) for a certificate of public convenience and 
necessity pursuant to Section 7 of the Natural Gas Act, authorizing 
the construction of certain natural gas pipe line facilities, and (2) 
for an order pursuant to Section 7 of the Act, authorizing the 
abandonment of certain facilities, all as hereinafter described. 

Petitions to intervene were filed by various parties. The afore- 
said petitions to intervene were granted by orders issued Septem- 
ber 13, October 22 and November 23, 1954. 

Pursuant to due notice, a public hearing was held in Washington, 
D. C., on hearing days continuously from December 6 through 
December 20, 1954, and from January 18 through January 28, 1955, 
on which date the hearing concluded. By order issued February 
10, 1955, the Motion of Texas Eastern for Omission of Interme- 
diate Decision Procedure was denied. 

Initial briefs were filed on February 28, 1955, reply briefs on 
March 15, 1955. The Presiding Examiner filed a decision in this 
matter on April 12, 1955, which was issued on April 13, 1955, 
granting the prayers of the application. Thereafter, pursuant to 
Section 1.31 of the Rules of the Commission, exceptions to and 
appeals from the decision were filed May 9, 1955, by the City of 
Pittsburgh, Pennsylvania, River Company, Inc., e¢ a/.,? and Ameri- 
can Pipe Line Corporation (American Pipe). Oral argument on 
these exceptions and appeals was heard on June 2, 1955. 

1Namely: The United Gas Improvement Company, Philadelphia Electric Company, 
Publie Service Electric and Gas Company, The East Ohio Gas Company, The Peoples 
Natural Gas Company, New York State Natural Gas Corporation, Algonquin Gas Trans- 
mission Company, The Ohio Fuel Gas Company, Manufacturers Light & Heat Company, 
National Coal Association et al., American Pipe Line Corporation, River Company, Inc., 
et al., Equitable Gas Company, City of Pittsburgh, Pennsylvania, and New Jersey Natural 
Gas Company. 


2 River Company, Inc., Chotin Towing Corporation, and Greenville Towing Company are 
the barge interveners who have acted jointly in this proceeding. 
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It is the position of the Interveners who filed exceptions that, 
on the record made, approval of Texas Eastern’s application is not 
required by the present or future public convenience and necessity. 
Interveners, River Company et al. and the City of Pittsburgh, 
Pennsylvania, also assert that they were not accorded a full and 
fair hearing by the Presiding Examiner and Counsel for Inter- 
vener, American Pipe, stated that while it was a full hearing he 
would not “necessarily concede that it was a fair hearing in all 
respects.” 

No customer company of Texas Eastern opposed the granting of 
the instant application. Two of these companies, Public Service 
Electric and Gas Company and The United Gas Improvement 
Company, filed briefs and argued orally in support of the appli- 
cation. 

Staff Counsel concurred with the Presiding Examiner’s conclu- 
sion that the benefits which will result from the proposal of Texas 
“astern if granted are substantial and controlling in favor of the 
application. Staff Counsel also submitted that the Interveners who 
have filed exceptions to and appeals from the Presiding Examiner’s 
decision were accorded a full and fair hearing. 

We have considered the application, the evidence adduced, the 
Presiding Examiner’s decision and recommendations, the Inter- 
veners’ exceptions to the decision, the oral argument, and the Mo- 
tion by River Company, Inc., et al. to reopen this proceeding which 
was filed on May 20, 1955, and, on the basis of our own analysis, 
conclude that a certificate of public convenience and necessity should 
issue authorizing construction and operation of the facilities pro- 
posed and permitting abandonment of the Little Inch line. 
































Facilities Which Texas Eastern Proposes 
to Retire and Construct 





Texas Eastern proposes to retire from natural gas service that 
portion of the original Little Inch system which extends from Bay- 
town, Texas, to Moundsville, West Virginia, and included in such 
retirement are all compressor stations or portions thereof which 
power the Little Inch between the above-mentioned limits and other 
auxiliary equipment. To replace the service provided by the Little 
Inch, Texas Eastern proposes to construct a tie line connecting the 
existing system in the vicinity of Beaumont, Texas, with its exist- 
ing system at Kosciusko, Mississippi. Included in the facilities to 
be constructed will be new compressor stations, additions to exist- 
ing compressor stations, and appurtenant facilities. 

The facilities proposed to be abandoned include 60 miles of 16- 
inch and 1,108 miles of 20-inch pipe line, Compressor Stations C, 
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D, E, F and G, totaling 25,150 Hp. of compression, and ‘a portion 
of the compressor horsepower in Stations Nos. 5 through 20, total- 
ing 128,200 Hp. 

The replacement of the above-described facilities will be accom- 
plished by the construction of approximately 481.5 miles of various 
sizes of pipe lines ranging from 3.5 inches to 24 inches in diameter, 
ten new compressor stations with an installed horsepower of 86,900, 
and additions to stations on the existing Kosciusko line totaling 
36,020 Hp. 

Cost of Facilities 


Texas Eastern submitted detailed estimates of both the cost of 
the construction of the proposed replacement facilities and the 
value of the property to be retired. The total estimated cost of 
all the facilities needed to replace the retired Little Inch facilities 
is $71,814,000. The evidence indicates that, as a result of the in- 
stant proposal, Texas Eastern’s rate base will be increased approxi- 
mately $22,000,000. 

No issue was raised regarding the estimated cost of facilities and 
it is our opinion that such costs are reasonable. 


Engineering Feasibility 


The basic and motivating reason underlying this application is 
that Texas Eastern desires to go into the business of transporting 
petroleum products by means of the Little Inch pipe line. Texas 
Eastern introduced evidence to show that additional operating flexi- 
bility of its natural gas system and potential sources of new gas 
supply as well as other benefits would result because of the in- 
stallation of the replacement facilities. It is the company’s con- 
tention that the abandonment of the Little Inch to accomplish this 
purpose will be permitted by the present or future public conven- 
ience and necessity. 

The testimony indicates that the present peak-day delivery capac- 
ity of the two Inch systems as far as Lebanon, Ohio, is approxi- 
mately 550,000 Mcf. Of this total, approximately 200,000 Mcf per 
day is carried through the Little Inch. Because of the physical 
characteristics of the compressors and the pipe, the Big Inch and 
Little Inch are now operating at their structural capacities. Ex- 
ception was taken to this testimony and the contention was ad- 
vanced that capacity could be increased in these lines by looping 
and the addition of compression. 

Obviously this is true in this instance and the same can be said 
of any pipe line in existence as a broad generality, but it does not 
make any less true the fact that the Inch lines are now operating 
at their structural limits. 


468917—59—_6 
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In addition, it is Texas Eastern’s policy not to expand along the 
route of the Big and Little Inch lines or in any way to increase 
the company’s dependence on these facilities because of the “dor- 
mant estate”’—the national security provisions—whereby the federal 
Government could recapture the Inch lines for transportation of 
petroleum or petroleum products in the event this was necessary 
for national defense. 

The record discloses that the facilities to be constructed by Texas 
Eastern will adequately replace the service now rendered by the 
Little Inch and no customer of Texas Eastern will be deprived of 
gas service or curtailed in any way. 

No evidence was introduced which questioned the engineering 
design or operating reliability of the substitute facilities. 


System Fleaibility 


The record contains much evidence of benefits to be gained by 
the construction of the new facilities. 

While it is quite apparent that the proposal before us does not 
involve future expansion, we cannot at any time close our eyes to 
the potential expansion inherent in any project. 

One of the prime advantages to be gained is claimed to be opera- 
tional flexibility. 

The record reveals that Texas Eastern presently has a contract 
with United Gas Pipe Line Company for the purchase of 378,000 
Mcf of natural gas per day. This contract, which calls for deliv- 
ery at Kosciusko, Mississippi, has as one of its conditions a mini- 
mum take-or-pay-for provision which requires Texas Eastern to 
take or pay for 72% of the maximum contract quantity, which is 
approximately 278,000 Mcf per day. This gives Texas Eastern a 
latitude in its purchase of approximately 100,000 Mcf per day. 

There is also another contract with United for delivery of gas 
at Longview, Texas, which has a similar provision. This contract 
is for delivery of approximately 140,000 Mcf per day, and has a 
75% minimum take-or-pay-for condition which allows Texas East- 
ern a swing of approximately 33,000 Mcf per day. 

This ability to swing simply means that if Texas Eastern has 
operational flexibility due to the physical characteristics of its fa- 
cilities, it has the option of reducing its take from United at the 
two points in question and purchasing other cheaper gas, thereby 
increasing its total reserves and effecting a reduction in cost. 

The proposed re-arrangement of facilities will improve its op- 
portunity to purchase gas when it is available, and particularly to 
make spot gas purchases which are usually obtained for shorter 
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periods of time at low prices. By such additions Texas Eastern 
improves its reserves for the future beyond the immediate four or 
five years considered in this application. Further, the proposed 
re-arrangement will permit Texas Eastern not only to buy gas in 
southern Louisiana and Mississippi—additional areas from those 
to which it has been limited in the past—but may enable the com- 
pany to increase its gas supply immediately upon completion of 
the project here proposed. 


Potential Expansion 


Texas Eastern did not attempt to prove in this proceeding the 
relative merits of future expansion on its system. 

In view of the fact that in this application no additional service 
is proposed, we can find no fault wth the company’s approach. 

Texas Eastern did, however, at the request of one of the Inter- 
veners, River Company et al., submit a study which purported to 
show the cost of service which resulted from three steps of expan- 
sion on the Kosciusko line (Exhibit 33). Immediately upon com- 
pletion of the presentation of the exhibit and explanatory testi- 
mony, River Company et al. moved and American Pipe joined in 
the motion that both the exhibit and testimony be stricken because 
of the assumptions and the abstract approach used in its prepa- 
ration. 

An examination of this material reveals that it is adequate for 
the limited purpose that was intended, that of an indicator of re- 
lated costs. 

To attempt, as the Interveners River Company et al. and Ameri- 
can Pipe later did, to compare this abstract study of relative ex- 
pansion of a small segment of Texas Eastern’s system to the con- 
crete, specific estimate of future operations, as submitted by the 
company, is completely useless and meaningless. 


Economic Feasibility 


There are two important aspects of economic feasibility bound 
up in the case. 

The first is the usual test applied to certificate applications which 
measures the financial impact by the resultant rate of return. 

Texas Eastern introduced evidence which indicated that the pro- 
posed re-arrangement of facilities would result in a reduction in 
the cost of service. This reduction would be due primarily to the 
savings realized by the removal from service of the electrically 
driven compressors on the Little Inch system. This saving, along 
with several other minor adjustments, was shown to increase Texas 
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Eastern’s estimated rate of return from 6.48% to 6.57% in 1957, 
from 6.39% to 6.55% in 1958 and from 6.53% to 6.64% in 1959. 

The second aspect here involved is that of the financial impact 
on the company, its customers and its stockholders as a result of 
its proposed oil products operation. Our position on this phase of 
the proposal, covered in another part of this Opinion, is that we 
are limited by the bounds of the Natural Gas Act to a very gen- 
eral examination of the effect of the petroleum products operation 
on the company as a whole. 

It is interesting to note that under the most unfavorable and 
adverse conditions possible (that of failure of the oil products op- 
erations to earn more than operating expenses) Texas Eastern 
might make $800,000 less in the year 1959 than it would have made 
had it not undertaken the conversion. This amounts to approxi- 
mately 10 cents a share on the then outstanding common stock and 
is, to our way of thinking, negligible. 


Markets 


Texas Eastern does not contemplate any additional sales or serv- 
ice in the proposal here before us. 

However, the retirement of the Little Inch will cause two of 
‘Texas Eastern’s present customers to be disconnected. These two. 
customers are the City of Newton, Texas, and the City of Hampton, 
Arkansas. 

Because of this situation, Texas Eastern provided in its esti- 
mates the costs of two lateral lines which would enable the two 
communities to continue to receive a supply of natural gas. 

It is Texas Eastern’s present plan that the City of Hampton, 
Arkansas, will receive its supply of gas from the Arkansas Louisi- 
ana Gas Company through 18.5 miles of 31-inch pipe line and the 
City of Newton will receive its supply of gas from the United Gas 
Pipe Line Company through 12 miles of 41-inch pipe line. 

The record reveals that the final arrangements for such service 
to the two communities have not been completed. 

Therefore any certificate that shall issue herein should be so 
conditioned as to require Texas Eastern to submit to this Commis- 
sion satisfactory evidence as to the continued service to said com- 
munities prior to the commencement of any abandonment operations. 


Financing 


The cost of financing the new construction, conversion of aban- 
doned facilities to petroleum products and retirement of outstand- 
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ing bank loans, is estimated to cost $102,814,000.2 Texas Eastern 
proposes to provide the necessary funds from cash on hand and 
through issuance of securities, as follows: 


First mortgage pipe line bonds, 34%, due 1975___-_-_- $40, 0600, 000 
Preferred stock $100 par value, 300,000 shares__.__._. 30, 000, 000 


TOONS Sin chen wsenah Ses e aon ioke _... 381,000, 000 


Total securities_______ 


Eight insurance companies* have agreed to purchase the bonds 
under provisions which permit withdrawal of funds by Texas East- 
ern as needed until December 31, 1957. Qualified witnesses for 
Texas Eastern testified that the proposed preferred stock and deben- 
tures under prevailing market conditions could be sold with cus- 
tomary indenture provisions at prices to cost the company less than 
% on the preferred stock and less than 414% on the debentures. 
Additionally, the record shows that the National City Bank of New 
York offered an unsolicited line of credit to Texas Eastern in the 
amount of $40,000,000 at a cost of 14 of 1% in excess of the prime 
rate. 

The record shows that at the end of 1956, after completion of 
the contemplated financing, the estimated balances of outstanding 
securities will be as follows: 


5 


Percent 
Long-term debt _-..__- pietth heels hae tea $277, 477, 300 62 
Preferred stock... -.-.-..-- ee Cee 60, 000, 000 13 
Common stock and surplus: 
Common stock___-_-_-__ $48, 822, 400 
Earned surplus-_-- - -- 37, 180, 000 


Capital surplus____- _- 25, 776,100 111, 778, 500 25 


449, 255, 800 100 





In view of the foregoing, together with other evidence of record 
disclosing Texas Eastern’s successful history of financing, the cur- 
rent status of the money market and the prices at which the com- 
pany’s publicly-held securities are being traded, we are of the 
opinion that, under normal market conditions. Texas Eastern will 
be able to raise the additional capital required on reasonable terms 
and conditions and maintain a satisfactory capital structure. 


? See the following table: 


Estimated cost of new facilities - “ : sakdteh ; .... $71,814, 000 
Estimated cost of conversion and miscellaneous items-...............-..--- ....-- 15,000,000 
Retirement of bank loans- --.-_-- ch ht ssthinscagtedepieclia clean icctaial tiara taille cad tie . 16,000,000 

102, 814, 000 


4Sun Life Assurance Company of Canada, Northwestern Mutual Life Insurance Com- 
pany, Massachusetts Mutual Life Insurance Company, Travelers Insurance Company, Aetna 
Life Insurance Company, Penn Mutual Life Insurance Company, New York Life Insurance 
Company and Metropolitan Life Insurance Company. 
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Legal Considerations 


Exceptions have been taken to the Presiding Examiner’s (1) lim- 
itation of the issues to exclude consideration of any evidence relat- 
ing to the operation of the Little Inch as a petroleum products 
carrier; (2) failure to evaluate properly the statutory standard of 
public convenience and necessity; (3) improper limitation of the 
scope of cross-examination; (4) refusal to permit evidence regard- 
ing alternative proposals; (5) failure to give due consideration to 
pendency in a federal district court of Interveners’, River Com- 
pany et al, anti-trust proceedings against Texas Eastern; and (6) 
manner of conducting the hearing. 

The Presiding Examiner’s limitations of the issues are the basis 
for most of the exceptions. Interrelated are the subsidiary issues 
of the meaning of public convenience and necessity, refusal to per- 
mit evidence regarding alternative proposals, and the proper scope 
of cross-examination. 

Congress, in enacting the Natural Gas Act, was concerned with 
the public interest involved in the business of transporting and 
selling natural gas for ultimate distribution to the public. The 
provisions of the Act “apply to the transportation of natural gas 
in interstate commerce, to the sale in interstate commerce of natural 
gas for resale for ultimate public consumption for domestic, com- 
mercial, industrial, or any other use, and to natural-gas companies 
engaged in such transportation or sale, but shall not apply to any 
other transportation or sale of natural gas.” Patently, the trans- 
portation or sale of oil or oil products is not within the purview 
of the Natural Gas Act. 

Congress was also concerned with and wished the Federal Power 
Commission to consider “the effect of construction and extensions 
[of natural gas pipelines] upon the interests of producers of com- 
peting fuels and competitive transportation interests.” H. Rep. No. 
1290, 77th Cong., 1st Sess., p. 3, Oct. 21, 1941. As stated in Wa- 
tional Coal Association, et al. v. Federal Power Commission, 191 
F. 2d, 462, 465-466 (C. A. D. C., 1951): “The source of such con- 
cern was congressional recognition that the market for coal was a 
shrinking one and that displacement of it by natural gas would 
create problems directly affecting both the coal industry and the 
railroads which transported coal—problems which would at least 
require that such competitors be heard upon a showing of injury 
to them.” 

Interveners, River Company, et al. and American Pipe, seek, 
however, to have this Commission consider the competitive aspects 
of their oil interests as opposed to the operations of the Little 
Inch by Texas Eastern as an oil products carrier. The alleged 
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encroachment of Texas Eastern’s proposed oil operations on the 
oil operations or interests, present or future, of the Interveners, 
River Company et al. and American Pipe, is not within this Com- 
mission’s jurisdiction or concern. Our concern is to gauge the 
impact of Texas Eastern’s venture into the oil products business 
upon the company, its customers, and the ultimate consumers solely 
from the standpoint of natural gas service. We are satisfied on 
the record that there will be no adverse impact upon the natural 
gas operations of Texas Eastern. 

The intervening barge companies and American Pipe earnestly 
contend that the Commission should not permit the withdrawal of 
the Little Inch from gas service because it has been disclosed that 
Texas Eastern plans to convert the line to the transportation of 
petroleum products, a use which they assert would not be in the 
“public interest”. It is apparent from the entire record, however, 
that it is not the public whose interest they assert. On the con- 
trary, they are seeking to protect themselves from the rigors of 
competition in their own fields of present (or, in the case of Amer- 
ican Pipe, hoped for) endeavor. 

The background and history of the Big and Little Inch pipelines 
has been well known to the Commission since Texas Eastern was 
granted its first certificate in 1947 (Docket No. G—880, 6 F. P. C. 
148). We are aware that Congress in the Surplus Property Act of 
1944 (58 Stat. 765) took special precautions to see that their peace- 
time disposition and use would not be monopolistic or unduly dis- 
rupt the domestic economy (Section 2 of the Act); that Congress 
created a Surplus Property Administration and delegated to it the 
responsibility of investigating and recommending for the acqui- 
escence or dissent of Congress the peace-time use best serving the 
national and public interest. 

It will suffice to note in passing that the first report of the 
Surplus Property Administration which was acquiesced in by Con- 
gress, gave definite preference to the use of the Little Inch as a 
common carrier of petroleum products; that this conclusion was 
reached after exhaustive consideration of the economic impacts; 
that the Supplemental Report under which the sale to Texas East- 
ern was made, eliminated the preference previously accorded petro- 
leum and found both that use and gas use acceptable. (Govern- 
ment-Owned Pipelines—Report of the War Assets Administration 
to the Congress, December 18, 1946; Government-Owned Pipelines 
—Report of Surplus Property Administration to the Congress, 
January 4, 1946.) After this policy recommendation had been 
acquiesced in by Congress and Texas Eastern had made the high 
bid for the Big and Litle Inch lines, an agreement was entered into 





















48 FEDERAL POWER COMMISSION 





between the Government and Texas Eastern whereby the company 
acquired the Inch lines. Pursuant to such agreement, the Gov- 
ernment provided for recapture by retaining its “dormant estate” 
for twenty years and requiring Texas Eastern to maintain the 
lines for reconversion on short notice to their original petroleum 
purposes in the event of an emergency. In addition, Texas East- 
ern’s peace-time right to use the lines was stated in the agreement, 
as follows: 
You may, at your election, use both lines for transportation of natural gas or 
transportation of petroleum and/or petroleum products, or one line for transpor- 


tation of natural gas and the other line for the transportation of petroleum and/or 
petroleum products or any combination thereof. (Section IV.) 


The agreement also includes the following relevant provision : 


We [i. e., the Government] have made available to the Attorney General the 
information required by Section 20 of the Surplus Property Act and have been 
advised by the Attorney General of his approval of this proposed disposition 
to you. (Section XI.) 


It is apparent from the above that Texas Eastern not only has 
a contract right to place the facilities which it seeks to withdraw 
from natural gas service in petroleum products transportation, but 
that this use has already been approved by the United States Gov- 
ernment and the Attorney General. 

Further, it is to be pointed out, in 1947, World War IT had re- 
cently ended and the likelihood of another world-wide conflict was 
remote. Moreover, there was a serious shortage of natural gas “in 
the Appalachian area as well as throughout natural gas-consum- 
ing areas depending upon interstate gas transmission lines” (6 
F. P. C. at 164). The urgent need for gas in the industrial East 
outweighed the then unlikely possibility that the national Govern- 
ment would assert the recapture provisions. The present situation 
is vastly different, so that it is decidedly in the public interest to 
remove from the customers of Texas Eastern the threat that the 
Government may exercise the recapture provisions. The instant 
proposal of Texas Eastern accomplishes this purpose by retiring 
the Little Inch line and constructing the proposed facilities to render 
the same service to Texas Eastern’s customers formerly furnished 
through the Little Inch ‘line. To this extent the consideration of 
national defense needs as they may be affected by the recapture 
provisions is required and within our authority under the Natural 
Gas Act. 

We are not, however, empowered by the Act to consider the 
problems which may ensue from the exercise of the recapture pro- 
visions by the Government from the standpoint of evaluating 
whether or not Texas Eastern as a carrier of oil and oil products 
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over the Little Inch line would be better suited than American Pipe ® 
as a carrier of such products in the event a national emergency 
requires transportation of oil and oil products to the Eastern centers. 
Such an appraisal is properly the concern of the heads of the defense 
establishments who are better equipped to deal with problems per- 
taining to national defense. 

Intervener, American Pipe, urges that the national public interest 
must be considered by the Commission in passing upon the instant 
application. It is urged that the phrase “public convenience and 
necessity” contained in the Natural Gas Act should be read as 
embracing the public of the whole nation. 

Early in the administration of the Natural Gas Act this Commis- 
sion, /n fe Kansas Pipe Line & Gas Company, et al., 2 F. P. C. 29, 
decided October 24, 1939, in the absence of any statutory definition, 
determined the meaning of the term as follows (p. 56) : 


We are aware that the term “public convenience and necessity” is not sus- 
ceptible of precise definition. Judicial decisions interpreting the phrase are in 
conflict. We believe that any definition of the term must fundamentally have 
reference to the facts and circumstances of each given case as it arises. See 
San Diego & Coronado Ferry Co. v. Railroad Commission of California, 292 
Pac. 640. 

We do not view the term as meaning indispensably requisite. Rather, we view 
the term as meaning a public need or benefit without which the public is incon- 
venienced to the extent of being handicapped in the pursuit of business or com- 
fort or both—without which the public generally in the area involved is denied 
to its detriment that which is enjoyed by the public of other areas similarly 
situated. See Chicago, Rock Island & Pacific Railroad Company v. State, et al., 
258 Pac. 874 and Abbott v. P. U. C., 186 Atl. 490. We do not construe the phrase 
to mean an absolute necessity but rather a reasonable necessity having regard 
to the convenience of the public in the area involved and its welfare. See Wis- 
consin Telephone Company v. Railroad Commission of Wisconsin, 156 N. W. 614; 
Wabash C. & W. Ry. Co. v. Commerce Commission, 141 N. E. 212. In determining 
what is the “public” whose convenience and necessity are the subjects of inquiry, 
we have conceived of that public as the public which exists in the area or territory 
proposed to be served, not merely the applicants nor those persons or towns who 
believe they would benefit from the proposed construction. Cf. Red Star Trans- 
portation Company v. Red Dot Coach Lines, 295 S. W. 419; Choate v. Illinois 
Commerce Commission, 141 N. E. 12. 


We have not deviated from our conception of the meaning of the 
term “public convenience and necessity” under the Natural Gas Act. 
The meaning which we attached to the phrase is fully consonant with 
settled public utility law. See Hall, “State Control of Business 
Through Certificates of Convenience and Necessity” p. 60. 


5 Insofar as we can ascertain American Pipe’s present status is merely that of a corpo- 
rate entity, and as stated in its Petition to Intervene, the Office of Defense Mobilization 
“approved petitioner’s system and issued a ‘Certificate of Necessity’ for accelerated tax 
amortization.” 
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River Company et al’s and the City of Pittsburgh’s emphasis in 
their exceptions that alternative proposals, i. e., proposals other than 
the proposal here submitted by Texas Eastern, “are properly part 
of the subject matter of this hearing” and the Presiding Examiner’s 
refusal to admit evidence as to alternatives was improper, finds no 
support in the Natural Gas Act. 

Under the provisions of Section 7 of the Act the Commission may 
either grant or deny an application for a certificate, that is, the 
proposal contained in the application. It cannot, under Section 7 (a) 
compel the company to submit another proposal, if it chooses not to 
do so. In the case of Panhandle Fastern Pipe Line Company v. 
Federal Power Commission, 204 F. 2d 675 (C. A. 3, 1953) the Court 
held that the Commission had no authority under Section 7 (a) to 
direct enlargement of natural-gas transportation facilities. Indeed, 
it would be futile in the face of the provisions of Section 7 (a) and 
the Panhandle case to consider an alternative proposal not submitted 
by an applicant for we could not compel construction and operation 
of facilities pursuant to such alternative proposal if the company 
chooses to abide by the exact proposal submitted to the Commission, 
for if an enlargement of facilities is prohibited certainly an alterna- 
tive plan—the whole construction—could not be required. 

From the foregoing it is apparent that the Examiner did not err 
in limiting the issues and proscribing introduction of evidence not 
relevant thereto. Also, our examination of the record does not 
substantiate the assertion that the Examiner improperly restricted 
the scope of cross-examination by Interveners. Rather, it appears 
he foreclosed cross-examination which attempted to explore topics 
which were ruled not to be in issue in the case. 

Even under the most liberal rule regarding the permissible scope 
of cross-examination relevance determines its outermost limits. 
Morgan, “Basic Problems of Evidence”, Vol. 1, p. 60 (1954). It is 
also well settled that the manner and extent of cross-examination 
are largely within the discretion of the presiding judge, McKelvey, 
“Handbook of the Law of Evidence” (5th Ed. 1944), p. 587, and 
no hard and fast rule controls such discretion if exercised within 
reasonable bounds, United States v. Buckner, et al., 108 F. 2d 921, 
929 (C. A. 2, 1940), cert. denied, 309 U.S. 669. We conclude that 
the Examiner acted within the limits of relevancy, and restricted 
cross-examination only when the questions asked delved into topics 
which were not issues in the case or could only be related to matters 
brought out on direct examination by tenuous inference. 

Interveners, River Company et al., except to the failure of the 
Presiding Examiner to give due consideration to the pendency of 
its antitrust suit against Texas Eastern and to his failure to defer 
the effective date of the order until that suit is determined. In- 
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tervener, American Pipe, says “that on the present record there will 
be a clear violation of the spirit of the antitrust laws” if Texas 
Eastern’s application is granted. 

This Commission is cognizant of its obligations in relation to 
the federal antitrust laws. Section 20 (a) of the Natural Gas Act 
provides, among other things, that: “* * * The Commission may 
transmit such evidence as may be available * * * concerning ap- 
parent violations of the Federal antitrust laws to the Attorney 
General, who, in his discretion, may institute the necessary criminal 
proceedings.” There is no evidence before the Commission in the 
case at hand of any apparent violations of the anti-trust laws. The 
fact that Texas Eastern will enter the oil business along with its 
natural-gas operations does not present either a novel problem as 
Interveners argue, or a monopolistic situation. Texas Eastern is 
already in the oil products business through its subsidiary, the 
Triangle Pipeline Company. No detriment to its gas service has 
been shown or suggested. And, the numerous independent producers 
and gatherers who have become subject to this Commission’s regula- 
tion as a consequence of the Supreme Court’s decision in Phillips 
Petroleum Company v. Wisconsin, et al., 347 U. S. 672, comprise 
dual enterprises—oil and natural gas. 

We cannot hold in abeyance the duties delegated to us by Con- 
gress in the Natural Gas Act to await the decision of the Court in 
the anti-trust suit. To do so would invite numerous suits in the 
courts based on mere allegations that violations of the anti-trust 
laws have occurred. The pendency of the anti-trust suit in question 
provides no justification for a delay in the normal workings of the 
administrative process. 

Interveners, River Company et al., have made the direct charge 
that the Examiner was hostile to them which hostility has precluded 
a full and fair hearing. We are unable to find in the record evidence 
of overt acts by the Examiner to indicate that he was acting in the 
role of a prosecutor, instead of an impartial trier of facts. The 
record clearly establishes a difference of opinion regarding the 
issues in the case and the evidence Interveners, River Company 
et al. (and American Pipe) could offer and the extent to which 
cross-examination should have been permitted. This difference of 
opinion between the Examiner and these Interveners engendered 
considerable feeling but there is nothing which would constitute bias 
and prejudice forbidden by law. 

It is well settled that a judge’s (or trial examiner’s) allegedly 
objectionable tone of voice in admonishing counsel cannot be reviewed 
on appeal. Coupe et al. v. United States, 113 F. 2d 145, 149 (C. A. 
D. C., 1940), cert. denied, 310 U. S. 651. Nor can a judge’s displays 
of impatience in the absence of a jury, be taken as signs of improper 








52 FEDERAL POWER COMMISSION 


bias. Low v. Nunan, 154 F. 2d 261, 264 (C. A. 2, 1946). Indeed, 
as the Court said in Goldstein v. United States, 63 F. 2d 609, 613 
(C. A. 8, 1933); “It is not always possible during the trial of a 
hotly contested case for a judge, however impartial he may be, to 
maintain in the courtroom that atmosphere of complete judicial 
calm which is so much to be desired. We must not overlook the fact 
that the human element cannot be entirely eliminated from the trial 
of law suits.” Equally, in a vigorously contested administrative 
hearing the Presiding Examiner is not expected to sit idly by and 
permit a confused and meaningless record to be made. Bethlehem 
Steel Company, et al. v. N. L. R. B., 120 F. 2d 641, 652 (C. A. D. C., 
1941). The existence of feeling by the Examiner in the course of 
such a heated controversy does not disqualify the Examiner or 
constitute “bias or prejudice” (/d.). 

Furthermore, not all departures from strict propriety justify 
setting aside a decision in a hearing upon which much time and 
effort has been expended. J. L. 2. B. v. Ford Motor Company, 114 
F. 2d 905, 909 (C. A. 6, 1940), cert. denied, 312 U. S. 689. Material 
prejudice to the interest of the complaining litigant must clearly 
appear. (/d.) To characterize a hearing as “legally unfair” because 
of the Examiner’s actions, there must be overt acts or evidence of 
advocacy on the Examiner’s part external to his report to the 
agency concerned. J. L. R&R. B. v. Ray Smith Transport Company, 
193 F. 2d 142, 143-144 (C. A. 5, 1951). 

We cannot perceive how or in what respect Interveners, River 
Company et al., have sustained material prejudice by circumstances 
arising principally from Interveners’ adamant refusal to abide by 
the rulings of the Examiner regarding the issues involved and 
permissive scope of cross-examination. 

Interveners, River Company et al., have asserted that the Pre- 
siding Examiner’s hostility continued throughout the course of the 
nineteen days of hearings. Yet, they did not at any time during 
the course of the hearing demand that the Commission substitute 
another Examiner. If these Interveners thought that the Examiner 
was biased or prejudiced, it was incumbent upon them to move that 
Examiner’s disqualification, and failing to so move, the Interveners 
should not be heard to complain after the hearing has been com- 
pleted, as is the case here. The Court aptly characterized peti- 
tioners’ inactivity in this respect, in the Bethlehem Steel Company 
case, supra, saying (120 F. 2d at 652-653): “It is also an after- 
thought. If petitioners had thought the Examiner biased or prej- 
udiced they should, and doubtless would, have said so and demanded 
that the Board appoint a different examiner. They raised no such 
contention during the hearing, although they promptly appealed 
to the Board from the Examiner’s refusal of the subpoenas referred 
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to above. By raising the contention later they make, in effect, an 
unwarranted charge of negligence against their trial counsel.” 

This language of the Court could have well been directed to 
Interveners, River Company et al. They requested us to issue a 
subpoena, but did not bring to the Commission’s attention the matter 
of‘alleged hostility of the Examiner until after the lengthy hearing 
was over and the record closed. 


Pending Requests 


The requests for the reopening of the proceeding herein for the 
taking of additional evidence contained in the exceptions filed by 
River Company, et al., and American Pipe should be denied. Also, 
the motion of Interveners River Company, et al., filed May 20, 1955, 
requesting that the record be reopened for inclusion of three mem- 
oranda, obtained by these Interveners through discovery process 
in the anti-trust case, should be denied for the reason that such 
memoranda are a year or more old and could have been brought 
into the hearing by the Interveners in a timely fashion, and we are 
unable to perceive how and in what respect our conclusions could 
be affected by consideration of such additional evidence. Our order 
will provide for such denial. 

The Commission further finds: 

(1) Texas Eastern Transmission Corporation is a natural-gas 
company within the meaning of the Natural Gas Act, as heretofore 
found by the Commission /n the Matter of Texas Eastern Trans- 
mission Corporation, at Docket No. G—1089. 

(2) The proposed facilities hereinbefore described are to be used 
in the transportation and sale of natural gas in interstate commerce 
for resale, subject to the jurisdiction of the Commission, and the 
construction and operation thereof by Texas Eastern are subject to 
the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Texas Eastern is able and willing properly to do the acts and 
to perform the service proposed, and to conform to the provisions 
of the Natural Gas Act, and the requirements, rules and regulations 
of the Commission thereunder. 

(4) Texas Eastern has a contract right granted to it by the 
Government pursuant to the provisions of the Surplus Property Act 
of 1944 to operate the Little Inch pipe line as a petroleum products 
common carrier. 

(5) The proposed construction and operation of the proposed 
facilities by Texas Eastern are required by the public convenience 
and necessity, and a certificate therefor should be issued as herein- 
after ordered and conditioned. 
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(6) Public convenience and necessity require that the general terms 
and conditions set forth in paragraphs (1), (2), (3) (i), (8) (ii), 
(3) (ili), (3) (iv), and (5) of Section 157.20 of the Commission’s 
Rules and Regulations, including the Rules of Practice and Procedure 
(18 C. F. R. 157.20) should attach to the certificate hereinafter 
issued, and to the exercise of the rights granted thereunder, and 
that the time within which construction of facilities authorized by 
this order shall be completed and in actual operation should be fixed 
at 18 months from the date on which this order issues. 

(7) The pipe-line facilities hereinbefore described, whieh Texas 
Eastern proposes to abandon insofar as its interstate operation is 
concerned, are subject to the jurisdiction of the Commission, and 
the abandonment, as proposed by Texas Eastern, is subject to the 
provisions of subsection (b) of Section 7 of the Natural Gas Act. 

(8) The proposed abandonment of the pipe-line facilities herein- 
before described is permitted by public convenience and necessity, 
and permission and approval to abandon should be granted. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing Texas Eastern Transmission Cor- 
poration to construct and operate the facilities hereinbefore de- 
scribed, all as described in its Application as supplemented, for the 
transportation and sale of natural gas as heretofore authorized by 
the Commission, upon the terms and conditions of the Order. As 
a condition attached to the exercise of the rights granted under 
the certificate issued herein, Texas Eastern shall: 

(i) Commence construction of the said facilities within sixty (60) 
days from the date of issuance of this Order, unless otherwise 
ordered by the Commission for good cause shown, and complete such 
construction within the period set forth in paragraph (6) above; 

(ii) File such other reports within such time as required by 
Section 157.20 of the Commission’s Rules and Regulations as set 
forth in paragraph (6) above. 

(B) The permission and approval of the Commission for the 
abandonment of the facilities hereinbefore described, all as described 
in the Application as supplemented, be and it is hereby granted 
upon the terms and conditions of this Order. As a condition at- 
tached to the exercise of the rights granted by such permission and 
approval, Texas Eastern shall: 

(i) File with the Commission within thirty (30) days of the date 
of issuance of this Order conformed copies, attested as true by the 
Secretary of the Company, of agreements satisfactory to the Com- 
mission with United Gas Pipe Line Company and Arkansas- 
Louisiana Gas Company for supplies of gas adequate to meet the 
requirements of Newton, Texas and Hampton, Arkansas, respectively. 
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(ii) Refrain from executing abandonment of any part of said 
facilities until such time as sufficient replacement facilities (author- 
ized under paragraph (A) hereof) have been constructed to prevent 
any impairment of service. 

(ii) Report to the Commission in writing and’ under oath the 
date upon which abandonment is commenced, together with a de- 
scription of the facilities being abandoned, and thereafter submit 
each three (3) months report of abandonment, describing the facili- 
ties abandoned, until all facilities have been finally abandoned, and 
report the final date of abandonment. 

(iv) Within ninety (90) days after the close of the calendar year 
during which the abandonment of said facilities is completed, file 
with the Commission a statement and accounting entries showing 
and explaining accounting by Texas Eastern to effect transfer of 
plant and related depreciation reserve of the facilities to which this 
order relates, and showing particulars of retirements arising from 
such changed use of the facilities, together with an additional state- 
ment showing and explaining the cause for any difference between 
the amounts actually recorded on Texas Eastern’s books and the 
amounts reflected in Exhibits 14 and 16 in this record. 

(C) Texas Eastern shall accept in writing the Certificate issued 
herein and the permission to abandon granted hereby within fifteen 
(15) days from the date of issuance of this Order. 

(D) The requests for reopening the proceedings for the taking 
of additional evidence be and the same are hereby denied. 


In THE MATTER OF 
IDAHO POWER COMPANY 
Opinion and Order Issuing License (Major) 
Projects Nos. 1971, 2132 and 2133 
August 4, 1955* 


Syllabus 


1. Commission is not precluded from carrying out its statutory duties under the 
Federal Power Act because of its letters of comment written on a voluntary 
and cooperative basis in accordance with the established procedures of the 
Federal Inter-Agency River Basin Committee, a body without statutory 
authority. P. 59. 


* Designated Commission Opinion No. 283. 


Epitor’s Notse.—Affirmed 237 F. 2d 777 (C. A. D. C., 1956), certiorari denied 353 U. S. 
924. 
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2. Commission is not required to recommend Federal development for the sole 
purpose of making power available at costs lower than would be possible 
if the same water resources were developed by a private entity under a 
license. P. 59. 

3. Commission concludes that the public purposes such as flood control, naviga- 
tion, and recreation could be effectuated to about the same extent under 
either plan of development. P. 63. 

4. When the comparative economics of two or more mutually exclusive plans 

are to be determined, it is essential that all plans be compared on as similar 
a basis as is possible from the record, and this would include the use of 
the same assumed basis of financing, whether that be private or Federal 
financing. P. 68. 

. In comparing the output of two alternative power project plans, the most 
important consideration is that the output figure used for each plan shall 
have been estimated upon the same assumptions. P. 64. 

6. Commission concludes that the power features of the one-dam plan have no 
clear economic advantage over those of the three-dam plan. P. 67. 

. Section 7 (b) of the Federal Power Act gives the Commission direct respon- 
sibility, in examining the plans of applicant and of others, to ascertain 
initially and independently whether development of those particular water 
resources should be undertaken by the United States, but the adoption of 
plans by any Federal department does not automatically preclude develop- 
ment of those water resources by any non-Federal entity, if in the judgment 
of the Commission a license may be properly issued. P. 67. 

8. Applicant’s three-dam proposal is best adapted to a comprehensive plan of 
development as required by section 10 (a) of the Federal Power Act. P. 68. 

9. Section 13 of the Federal Power Act requires only that construction of 
“project works” be commenced within a maximum period of four years, 
and the construction schedule to be followed thereafter with respect to 
other project works to be constructed subsequent to.the four-year period 
is within the discretion of the Commission. P. 69. 

10. Commission issues a license to Idaho Power under section 4 (e) of the Fed- 

eral Power Act for the construction, operation, and maintenance of the 

proposed Brownlee, Oxbow and low Hells Canyon developments. P. 79. 


A. C. Inman, R. P. Parry and Clifford Fiz for Idaho Power Co. 

C. Gerard Davidson, L. A. Nikoloric, Evelyn N. Cooper, and 
Lucien Hilmer for National Hells Canyon Association, Inc. and 
Lewis County, P. U. D., et al. 

Willard W. Gatchell, John C. Mason, Joseph E. Hayden, and 
Joseph B. Hobbs for the staff of the Federal Power Commission. 


ol 


By THE CoMMISSION : 


OPINION 


Idaho Power Company, of Boise, Idaho, filed applications for 
licenses under Section 4 (e) of the Federal Power Act for authority 
to construct, operate and maintain three water-power developments 
on the Snake River in Idaho and Oregon. These proposed develop- 
ments are known as Oxbow, designated as Project No. 1971, low 
Hells Canyon, Project No. 2132, and Brownlee, Project No. 2133. 
The application for Oxbow was filed on December 15, 1950, and the 
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two applications for the others were filed on May 15, 1953. All 
three applications were supplemented by later filings. 

These developments are referred to as the three-dam plan, and 
would be located in the so-called Hells Canyon reach of the Snake 
River which extends for approximately 100 miles downstream from 
Weiser, Idaho. 

The developments, each having a rock-fill dam, would develop 
the 602 feet of head in the Hells Canyon reach. Brownlee would 
have a maximum head of 277 feet, usable storage of 1,000,000 acre- 
feet, and an initial installation of 360,400 kilowatts with provision 
for an additional 180,200 kilowatts. Oxbow would have a head of 
117 feet, usable pondage of 6,200 acre-feet, and an initial installa- 
tion of 151,000 kilowatts with provision for an additional 75,500 
kilowatts. Low Hells Canyon would have a head of 208 feet, usable 
pondage of 11,200 acre-feet, and an initial installation of 272,000 
kilowatts with provision for an additional 136,000 kilowatts. Thus, 
the developments would, if constructed, add 783,400 kilowatts of 
installed capacity initially to the area. 

The National Hells Canyon Association, Inc. (composed of labor 
organizations, public power associations, REA Cooperatives, and 
farmers’ organizations) ; Lewis County Public Utility District of 
Washington and seven other Utility Districts in that State; and 
the National Rural Electric Cooperative Association, hereinafter 
referred to as Interveners, oppose construction of the three devel- 
opments and have contended throughout the proceedings that the 
Hells Canyon reach of Snake River should be developed by the 
high Hells Canyon Project to be constructed by the United States. 
At the oral argument counsel for Interveners took the position that 
the Commission has no choice but to recommend the high dam to 
Congress for Federal development. 

The high Hells Canyon Project under consideration here was 
originally proposed by the Bureau of Reclamation, United States 
Department of the Interior (House Document No. 473, 81st Cong., 
2d Sess.), but its physical characteristics are substantially the same 
as a project by the same name proposed by the Corps of Engineers, 
Department of the Army in its review report on the Columbia 
River and its tributaries (House Document No. 531, 81st Cong. 2d 
Sess.). 

The Hells Canyon Project, referred to as the one-dam plan, 
would develop the 602 feet of head in the Hells Canyon reach of 
Snake River by means of a concrete dam creating a reservoir with 
usable storage capacity of 3,880,000 acre-feet. The initial installa- 
tion would be 800,000 kilowatts with provision for an additional 
100,000 kilowatt unit. 
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In addition to the so-called three-dam plan and the one-dam plan, 
evidence was presented with respect to a two-dam plan and it was 
analyzed and discussed to some extent in the briefs of the parties. 
Briefly, the two-dam plan would develop the same 602 feet of head 
and would consist of the Brownlee development and an intermediate 
Hells Canyon development with a reservoir extending upstream to 
Brownlee. 

We have considered the record relating to the two-dam plan 
which is substantially the same as the three-dam plan with respect 
to economics, benefits and public purposes, but which is not being 
seriously proposed by any responsible parties. Hence, we see no 
reason to give it further consideration. 

In- this, as in other licensing cases, the Commission is charged 
with the duty of determining what is the best plan of development. 
In addition we are called upon, under Section 7 (b) of the Federal 
Power Act,! to exercise our judgment to determine whether devel- 
opment of the water resources involved should be undertaken by 
the United States for public purposes, and if we so find, the case 
is at an end insofar as the pending applications are concerned since 
Section 7 (b) requires that we disapprove them. Our only remain- 
ing duty would be to recommend to Congress that the United States 
construct the development which in our judgment appeared to be 
the best one. 

On the other hand, if we do not find that the United States should 
undertake the development, Section 10 (a) of the Act? requires that 
licenses shall be issued only for those power projects which in the 
judgment of the Commission are best adapted to comprehensive 
plans for development of those streams subject to Federal juris- 
diction and, of course, in the present case other benefits than power 
production can be secured by utilization of the water resources of 
Snake River. 

Thus, we must consider not only the power production inherent 
in the two plans before us, but we must also consider power in 


1 Section 7 (b). Whenever, in the judgment of the Commission, the development of any 
water resources for public purposes should be undertaken by the United States itself, the 
Commission shall not approve any application for any project affecting such development, 
but shall cause to be made such examinations, surveys, reports, plans, and estimates of 
the cost of the proposed development as it may find necessary, and shall submit its findings 
to Congress with such recommendations as it may find appropriate concerning such develop- 
ment. 

2 Section 10. All licenses issued under this Part shall be on the following conditions : 

(a) That the project adopted, including the maps, plans, and specifications, shall be 
such as in the judgment of the Commission will be best adapted to a comprehensive plan 
for improving or developing a waterway or waterways for the use or benefit of interstate 
or foreign commerce, for the improvement and utilization of water-power development, and 
for other beneficial public uses, including recreational purposes; and if necessary in order 
to secure such plan the Commission shall have authority to require the modification of 
any project and of the plans and specifications of the project works before approval. 
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relation to the flood control, navigation, and other public purposes 
to be served by either plan of development. 

In connection with contentions made by the parties with respect 
to Section 7 (b), some reliance has been placed upon the Commis- 
sion’s letters of June 21, 1949, to the Chief of Engineers, Depart- 
ment of the Army and to the Commissioner of Reclamation, Depart- 
ment of the Interior commenting upon their respective reports on a 
comprehensive plan for developing the Columbia River and its 
tributaries. 

Interveners seem to think those letters endorsed the plans then 
presented for comment, but we believe the Commission’s decision Jn 
the Matter of City of Tacoma, Project No. 2016, 10 F. P. C. 424, 
427-8; 92 PUR NS 79, 82, correctly states the import of those let- 
ters. There we said: 





The Commission has neither the responsibility nor the necessary staff for 
making an independent evaluation of other uses than power in commenting upon 
such comprehensive plans of the Army Engineers as were submitted in 1948 * * * 
Upon the filing of the instant application, however, the responsibilities assigned 
to the Commission under the Federal Power Act * * * required full and impartial 


evaluation of the applicant’s proposal on its merits and the objections thereto, 
s*** 


























That statement correctly describes the Commission’s responsibility 
in the instant proceedings and, of course, the Commission could not 
be precluded from carrying out its statutory duties under the Fed- 
eral Power Act because of its letters of comment written on a vol- 
untary and cooperative basis in accordance with the established 
procedures of the Federal Inter-Agency River Basin Committee, a 
body without statutory authority. 

One reason urged in support of the contention that we should 
recommend Federal development of the Hells Canyon water re- 
sources is that the lower cost power resulting from Federal devel- 
opment, as compared to private development, is needed in the area 
to attract industry, such as aluminum producers, to aid in develop- 
ment of phosphate resources on public lands, and to supply lower 
cost power to preference customers to meet their growing loads. In 
this connection Interveners contend that such lower power costs are 
an important factor to be taken into account in arriving at a deci- 
sion under Section 7 (b) of the Act but they do not claim that this 
factor is necessarily a decisive one. 

There is no provision in Section 7 (b) or in any other section in 
the Act which leads us to believe that Congress intended that we 
recommend Federal development for the sole purpose of making 
power available at costs lower than would be possible if the same 
water resources were developed by a private entity under a license. 
Needless to say if the supplying of power at the lower costs result- 
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ing from Federal development should be considered as a decisive 
factor, there would be few cases involving major power projects 
where private development could be licensed under the Act because 
of the substantial difference in annual cost of investment money in 
favor of Federal over private financing and because of the much 
higher annual cost of taxes paid under private development as com- 
pared with the freedom from taxes under Federal development or, 
in some few instances, the minor annual payments by some Federal 
projects in lieu of State taxes. 

Interveners state that the “irrigation aspect alone of the Hells 
Canyon proposal would justify a Commission recommendation for 
Federal development.” Of course, the record shows that none of 
the developments under consideration would supply any water for 
irrigation of lands and Interveners admit this. The sole manner 
in which the high Hells Canyon Project could be related to irriga- 
tion would be by the use of power revenues from that project to 
assist in the payment of irrigation costs in excess of the ability of 
the irrigationists to pay. 

Whether irrigation should be subsidized and, if so, the method 
of subsidy is a matter for Congress to decide and not the Commis- 
sion. In recent reports to Congress concerning bills to authorize 
power and irrigation projects the Commission has confined its com- 
ments on the matter of subsidy to a recommendation that all power 
costs be returned to the United States with inherent prior to any 
other use being made of those revenues. Under the circumstances 
no further consideration need be given to this aspect of the case. 

In evaluating any plan for development of the Middle Snake 
River it is essential to take notice of the review report on the Co- 
lumbia River and its tributaries, prepared in 1948 by the Corps of 
Engineers and printed as House Document No. 531, which we have 
previously mentioned. This report contains the results of a com- 
prehensive basin-wide study in which the various possibilities for 
efficient utilization of the water and related land resources for navi- 
gation, flood control, irrigation, power and other purposes were 
considered and evaluated. This report recommended authorization 
for Federal construction of a so-called main control plan involving 
several major multiple-purpose projects on the main stem of Co- 
lumbia River and on certain tributaries, including the portion of 
Snake River now under consideration. The principal objective of 
this plan is to limit the flow at The Dalles on Columbia River to 
800,000 cubic feet per second should the maximum flood of record, 
which occurred in 1894, again occur. 

The main control plan as proposed in House Document No. 531 
would provide 26,990,000 acre-feet of storage capacity usable for 
flood control. This control plan included 14 projects among which 
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were Glacier View and Hells Canyon, and it is only 26 percent 
complete or under construction. A method of operation has been 
prepared for the storage reservoirs in this plan which would make 
it possible to achieve reductions in flood heights in the lower Co- 
lumbia River and in those areas downstream from each project that 
have suffered flood damage in the past. However, new studies made 
by the Corps of Engineers since 1948 indicate that some changes 
have been made in the plan since it was formulated in that year and 
other changes are contemplated. 

Opposition to the Glacier View project has caused its elimination 
from present studies, and proposed plans call for increasing the 
storage at Libby project from the 4,250,000 acre-feet originally 
planned to 5,010,000 acre-feet. Im addition, Bruces Eddy and 
Penny Cliffs projects on the Clearwater River, which were not in- 
cluded in the Army’s main control plan, are now under considera- 
tion and they would have a combined flood control storage capacity 
of 3,700,000 acre-feet. The Clearwater and Salmon Rivers, which 
discharge into the Snake River below the Hells Canyon reach, are 
the two principal flood producing streams in the Snake River Basin 
and the former is one of the worst flood producers in the entire 
Columbia River Basin. The flow of these two rivers is unregulated 
at the present time. 

The Pleasant Valley project, now being studied and investigated, 
would provide storage on the Snake River downstream from Hells 
Canyon which would be usable for flood control. 

Thus, it is apparent to us that control of the floor flows of the 
Columbia River can be accomplished by a number of different com- 
binations of projects distributed in the major streams of the Co- 
lumbia River Basin. 

In considering the flood control features of the Applicant’s pro- 
posal, the record shows that the one-dam plan would provide the 
2,300,000 acre-feet of the flood control storage the Army contem- 
plates in the Hells Canyon reach of the Snake River in connection 
with its plans to control the maximum flood of record at The Dalles 
on the Columbia River. The Applicant’s three-dam plan would 
provide at least 1,000,000 acre-feet of storage for flood control and, 
consequently, if Applicant is to be permitted to construct its devel- 
opments, an additional amount of flood control storage would have 
to be provided elsewhere. We have previously pointed out some 
possibilities of providing this storage, although its relative cost is 
not shown. However, we are convinced from the record that the 
provision of such storage should not be a problem from the stand- 
point of availability of other sites. 

At the present time there are reservoirs in the Snake River Basin 
located upstream from the Hells Canyon reach which have a total 
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usable storage capacity of about 8,500,000 acre-feet. This storage 
is equal to about two-thirds of the average annual flow of the Snake 
River at Weiser, Idaho. Although this upstream storage is oper- 
ated primarily for irrigation, flood waters are stored in the normal 
course of their operation with the result that they provide some 
regulation of flood flows. 

The Department of the Army, the agency principally concerned 
with flood control, has not objected to the Applicant’s proposal to 
provide 1,000,000 acre-feet of flood control storage at the Brownlee 
site in lieu of the 2,300,000 acre-feet that might be provided at the 
Hells Canyon site. In addition, the Department of the Army has 
recommended license conditions which would require Brownlee to 
be operated under the Army’s direction for flood control purposes. 

We are convinced that the immediate construction of the Brown- 
lee project would be consistent with the Army’s present plans to 
control floods on the Lower Columbia River. With existing up- 
strearh storage in the Snake River Basin, the 1,000,000 acre-feet of 
flood control storage at Brownlee would be adequate to control the 
Snake River runoff for the second greatest flood of record, that of 
1948. 

In deciding what constitutes the best plan, we have also consid- 
ered the matter of navigation on the Columbia and Snake Rivers. 

Navigation benefits attributable to the one-dam plan consist of 
(1) estimated savings due to traffic on the Hells Canyon reservoir, 
(2) estimated savings due to reduced dredging that would be re- 
quired on Snake River above Lewiston, Idaho, and (3) estimated 
savings because of reduced dredging on Columbia River below 
Bonneville. 

Navigation benefits attributable to Applicant’s three-dam plan con- 
sist of (1) estimates of savings due to traffic on the three reservoirs 
or pools and (2) improved navigation conditions in the open river 
channel between Lewiston and the mouth of Salmon River result- 
ing from releases of water from Brownlee reservoir. 

The estimates of the Corps of Engineers of the total annual navi- 
gation benefits attributable to the one-dam plan range from $189,000 
to $250,000 annually and for the three-dam plan the range is from 
$108,000 to $150,000 annually. Thus, it is apparent that the navi- 
gation benefits of the one-dam plan or the three-dam plan are rela- 
tively insignificant from an economic standpoint when compared 
with the overall benefits to be provided by either plan. When 
comparing the two alternative plans, the navigation benefits are 
small and so similar in amount as to have no discernible effect. 

In considering the recreational aspect of the two alternative plans, 
it is apparent from the record that if reasonably good access roads 
are provided in the Hells Canyon area, it will become an impor- 
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tant recreational attraction no matter what plan of power devel- 
opment is put into effect, and, of course, recreational facilities would 
have to be provided to accommodate visitors. Either plan would 
have favorable recreation features such as boating, swimming and 
lake-side developments. Insofar as fishing and hunting are con- 
cerned, the three-dam plan would probably be superior, but on an 
over-all basis the high Hells Canyon Project would probably attract 
the larger number of out-of-State tourists because of its size. Either 
plan would require the expenditure of some funds for recreation 
facilities and the record indicates that the large amount would be 
spent under the one-dam plan. 

Any power development would adversely affect the fish and wild- 
life resources of the area, and particularly the anadromous fish. 
Under either plan proper measures for the conservation of those 
resources could and would be taken, and it is assumed by all parties 
that about $5,000,000 would be required for the fishery program, 
exclusive of a low barrier dam which may be needed as part of 
the fish program. In addition, some funds will be required to pro- 
vide substitute wildlife areas to replace those existing ones which 
will be flooded. 

The Hells Canyon reach of Snake River has archeological and 
historical remains which should be salvaged. The record shows 
that this could be done at nominal cost under either plan. 

We conclude that the public purposes such as flood control, navi- 
gation, and recreation could be effectuated to about the same extent 
under either plan of development. 

This leaves for consideration the matter of power production. In 
order to decide which is the best plan it is essential that a valid 
comparison be made of the economics of the power production func- 
tion of each plan. This is a particularly important public purpose 
since power benefits constitute about 85 percent of the total benefits 
to be derived under either plan. This comparison is almost entirely 
an economic one. 

The usual procedure for making an evaluation of a proposed 
project or projects consists of a series of estimates and computations 
resulting in two monetary items, namely power costs and power 
values, which are to be compared. When the comparative econom- 
ics of two or more mutually exclusive plans are to be determined, it 
is essential that all plans be compared on as similar a basis as is 
possible from the record, and this would include the use of the 
same assumed basis of financing, whether that be private financing 
or Federal financing. 

Interveners would have us make an economic comparison of the 
power benefits of the two plans on the assumption of Federal 
financing for the one-dam plan and private financing for the three- 
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dam plan. Such a comparison would be of little value in deter- 
mining which plan would be more economic for either Federal con- 
struction or private construction. 

If power costs and power values are to be stated on a unit basis, 
it is necessary to arrive at some unit of output for each plan. In 
arriving at the output of the two alternative plans for puropses of 
comparison, the most important consideration is that the output 
figure used for each plan shall have been estimated upon the same 
assumptions, such as length of the critical period, magnitude of 
assumed decrease in stream flow in future years due to increased 
consumption of water in irrigating lands now receiving no water 
or insufficient water, the number of downstream power plants in 
operation, and the volume of storage available in the Columbia 
River Basin. The record contains prime power output estimates 
for each plan based on comparable assumptions and there are other 
estimates of output expressed in terms other than prime power. 

The length of the critical period* used by the several witnesses 
in estimating the power output of each plan ranges from seven 
months to 42 months. The length of the critical period for the 
existing reservoir system in the Columbia River Basin is a seven- 
month period during which it is assumed that stream flows would 
be substantally similar to those which occurred from September 
1936 to April 1937. It is well recognized that as additional stor- 
age projects are constructed in this region the length of the critical 
period will increase. In this connection it is noted that the Corps 
of Engineers, in House Document No. 531, indicates that with the 
Phase C system’of projects in operation (19,758,000 acre-feet of 
usable storage) the critical period will extend over a 30-month pe- 
riod. Also, the Corps indicates that with the Phase D system in 
operation (43,741,000 acre-feet of usable storage) the critical period 
will extend over a 42-month period. Since it is logical to assume 
that additional projects involving storage will be constructed in the 
region within the foreseeable future, it follows that the critical 
period which determines the prime power output will increase in 
length from the present seven-month period. The evidence in the 
record shows that it would be reasonable to assume a critical period 
of from 23 to 34 months to reflect a 50-year average for computing 
the prime power output for each plan of development. 


3A critical period is that historical part of time, within the longer period being con- 
sidered, during which the largest volume of stored water would have been needed, when 
most efficiently used in combination with the historical or recomputed annual stream flow 
to maintain a stipulated continuous or average release of water, or a stipulated output 
of prime power, at a specified power site or combination of power sites. (House Document 
531, p. 4134.) In a system critical period, the total usable storage from all reservoirs in 
the system is released to produce maximum system prime power. This would be equally 
true for a critical period of any length. 






thi 
ric 








IDAHO POWER CO. 65 


By 1980 substantial additions of fuel-electric capacity should be 
economical in the Pacific Northwest and the addition of such fuel- 
electric capacity would result in a significant change in the method 
of operation of hydroelectric projects, particularly storage projects. 
The addition of such capacity should have the effect of shortening 
the critical period and it is unlikely that the 42-month critical pe- 
riod contemplated for an all-hydro system by House Document No. 
531 will prevail for any length of time, if at all. 

The estimates of water supply available for power production 
are based on U. S. Geological Survey records coirected for esti- 
mated decreases in stream flow due to estimated increases in irri- 
gation in the future. In this connection there was a considerable 
difference of opinion among the witnesses regarding the average 
number of additional acres to be irrigated over the next 50 years. 
Although some effect upon stream flow will result from the addi- 
tion of new irrigable lands in the basin, the record clearly shows 
that such an effect would not be significant insofar as the power 
potentialities of the Hells Canyon reach of the Snake River are 
concerned. 

The only estimate of the construction cost of the high Hells 
Canyon Project available in the record was presented by staff 
counsel through witnesses from the Bureau of Reclamation. How- 
ever, several witnesses used these cost estimates in estimating capi- 
tal costs and annual costs for the one-dam plan for purposes of 
their studies. 

The Applicant, the Commission staff and witnesses from the 
Bureau of Reclamation presented construction cost estimates of the 
three-dam plan, although the Bureau witnesses based their higher 
cost estimates principally upon concrete dams rather than rock-fill 
dams as proposed by Applicant. 

To arrive at an estimate of the power cost of a proposed devel- 
opment, assuming Federal financing, either on an annual dollar 
basis or on a unit cost basis, it is customary to begin with an esti- 
mate of construction cost as given in the record. Such construc- 
tion cost figure is translated to an estimate of capital cost by the 
addition of an estimate of a dollar amount representing interest 
during construction. The next steps is to apply to the capital cost 
appropriate percentages to obtain dollar amounts to cover such 
annual cost items as interest, amortization, insurance, and payments 
in lieu of taxes. To such figures, dollar amounts are then added to 
cover’ the cost of interim replacements, and annual operation and 
maintenance expenses. The sum of the dollar amounts for each of 
the foregoing items results in the dollar estimate of the annual cost 
for a proposed project. If from the total of the foregoing dollar 
amounts there is subtracted the total estimated dollar amount of 
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annual non-power benefits, the difference represents the estimated 
dollar amount chargeable to electric power production attributable 
to a proposed project. If this dollar amount is divided by the 
estimated number of units of power output, e. g., the kilowatts of 
prime power, the resulting figure is an expression of the unit cost 
of power output attributable to a particular project. Estimates for 
each plan of development were derived from the record in accord- 
ance with this method and were presented in the staff’s brief. Vary- 
ing estimates of the unit cost of power output are included in the 
record. 

The estimate of the power value is usually based on the deriva- 
tion of the annual cost and of the unit cost of an equivalent power 
supply from an alternative source. The alternative source may be 
other hydroelectric projects, or steam-electric generating stations, 
or a combination of both. Whatever the alternative source or 
sources of power supply may be, the annual cost used as the power 
value of the project under study is usually derived in the same 
procedural manner as is the annual power cost of the water-power 
project being considered for development. Estimates of power 
values are included in the record and other such estimates have 
been derived from data in the record. 

In addition to estimates of power costs and power values, the 
staff has presented comparative economic studies in which adjust- 
ments were made to take into account the differences, expressed as 
percentages, between estimates of direct costs (exclusive of contin- 
gencies) and estimates of construction costs (before interest dur- 
ing construction), as used by Bureau witnesses in their cost esti- 
mates for the high dam on the one hand and as used by the Com- 
mission staff in its cost estimates for the three-dam plan. Also, 
some staff analyses have taken into account differences in cost esti- 
mates for the two plans resulting from inclusion of cost items in 
one estimate which do not appear in the estimate for the other plan. 

The estimates of power costs and power values attributable to 
each plan and used for comparative purposes vary depending upon 
the assumption made and methods of evaluation used by the sev- 
eral witnesses who made economic studies. We have considered the 
several methods discussed in the record as well as those used in 
studies made by the witnesses. 

After full consideration of the comparative economics of the 
power features of the one-dam and the three-dam plans as pre- 
sented by the evidence of record and as analyzed in the several 
briefs filed herein we conclude that, assuming financing, construc- 
tion and operation of both plans by the same entity, the ratio of 
power benefits to power costs of the three-dam plan is greater than 
that for the one-dam plan, and although the high Hells Canyon 
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Project would produce a greater amount of power than the three- 
dam plan, the additional amount of power that could be produced 
by the high Hells Canyon Project would have a benefit-cost ratio 
of about one to one. Consequently the power features of the one- 
dam plan have no clear economic advantage over those of the three- 
dam plan. 

Whether development of the Hells Canyon reach of Snake River 
be by a Federal or a non-Federal entity, the public purposes to be 
served by either alternative plan would include flood control, navi- 
gation, power generation, recreation and conservation of fish and 
wildlife resources, but neither plan of development would supply 
water for irrigation of lands. We have indicated the extent to 
which these public purposes would be served under either plan. 
However, under existing law, these public purposes will be realized 
without expense to the United States to the extent that the projects 
are constructed by a non-Federal entity. 

Development by Applicant of the Hells Canyon reach of the 
Snake River would provide 1,000,000 acre-feet of flood-control stor- 
age and the required stream flow regulation in aid of navigation 
on the lower river at no cost to the United States, would permit a 
reasonably prompt development of a water-power resource now 
going to waste, would assist in providing sooner a source of power 
supply for development of phosphate resources for use in fertilizer 
production, and would make possible the serving of electric con- 
sumers in the service area of Applicant with the lowest cost power 
supply that it could develop. 

The existence of Section 7 (b) in the Act means that the Com- 
mission is given direct responsibility, in examining the plans of the 
Applicant and of others, to ascertain initially and independently 
whether development of those particular water resources should be 
undertaken by the United States. Congress has nowhere intimated 
that the adoption of plans by any Federal department shall auto- 
matically preclude development of those water resources by any 
non-Federal entity, if in the judgment of the Commission a li- 
cense may be properly issued. 

The fact that in Section 7 (b) Congress allows the Commission 
either to set the particular water resources aside for Federal devel- 
opment or to grant a license for development by a non-Federal 
entity is in itself an affirmative recognition by Congress that it is 
not in the public interest for the United States to undertake every 
water-power development that can be made or to reserve such water- 
power resources exclusively for Federal development merely be- 
cause they happen to be subject to Federal jurisdiction or even 
because they happen to be included in a Federal agency’s plans for 
Federal development. Even where there 1s a determination by the 





68 FEDERAL POWER COMMISSION 


Commission that Federal development is desirable, Congress did 
not provide for indefinite postponement of construction, for it 
stipulated in Section 4 (e) only a two-year limitation on further 
Commission action after a report to Congress, and Section 7 (b) 
does not contain any limitation. The Section 4 (e) stipulation just 
mentioned and the time limitations in Section 13, prohibiting de- 
lays by licensees in constructing projects, and other provisions of 
the Act indicate a Congressional intent that water-power resources 
be utilized in the best possible manner and at the earliest possible 
time. 

For the reasons heretofore stated, it is our judgment that the 
United States itself should not undertake the development of the 
water resources of the Hells Canyon reach of the Snake River for 
public purposes. 

Most of what we have already said indicates that the Applicant’s 
three-dam proposal is best adapted to a comprehensive plan of de- 
velopment as required by Section 10 (a) of the Federal Power Act 
but we will now consider whether Applicant has met the standards 
imposed by the Act for issuance of a license. 

The Applicant has shown that its plan has engineering feasibility 
and will economically develop the head and stream flow of the 
Hells Canyon reach of the Snake River. Also, there is sufficient 
evidence to show that safe and adequate structures of the type 
proposed by Applicant can be constructed at the Brownlee, Oxbow 
and low Hells Canyon sites. 

The three developments as proposed by Applicant would be rela- 
tively high load factor plants initially and their outputs would be 
at about the load factor of the Idaho Power Company system. 
Obviously, one market for the output of these three developments 
would be that system. Other potential markets for the output 
from the three developments would be neighboring electric systems 
which are members of the Northwest Power Pool. The extent to 
which power could be sold to other electric systems by Applicant 
during the time interval required to absorb the output of the three 
developments in the Applicant’s own system would depend, in part, 
upon the price for such power. 

The record includes power requirement and power supply esti- 
mates for the Idaho Power Company system up to and including 
the year 1975, such estimates having been made by the Applicant 
and the Commission staff. These estimates show that the output 
of the Brownlee development would be needed by the time it could 
be completed, and that an additional supply from Oxbow would 
be needed by 1962. These estimates also show that the output of 
the three developments would be fully utilized in the Applicant’s 
own system by about the year 1975. 
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In addition, the record indicates that there is a good possibility 
that power provided by the three developments and not needed by 
the Applicant in its system between now and 1975 can be disposed 
of to Utah Power and Light Company, a predominantly steam- 
electric system, and possibly to other utilities. Whether or not the 
Applicant does dispose of power to other systems should not affect 
our decision to issue a license for the three developments. As a 
practical matter Brownlee and Oxbow are definitely needed within 
the near future to supply Applicant’s own needs, and if a suffi- 
cient load does not develop to justify construction of low Hells 
Canyon within the time limits imposed in the license, the Commis- 
sion may either extend the time for construction or terminate the 
license for that project whichever is in the public interest at the 
time the matter is under consideration. 

Some question has been raised as to our authority to include all 
three developments in a single license containing a condition per- 
mitting construction to be commenced on the Brownlee, Oxbow and 
low Hells Canyon developments within one, four, and six-year in- 
tervals, respectively. It is our opinion that Section 13‘ permits 
such a construction schedule. With respect to commencement of 
construction, that section requires only that construction of “project 
works” be commenced within a maximum period of four years. 
The construction schedule to be followed thereafter with respect to 
other project works to be constructed subsequent to the four-year 
period is within the discretion of the Commission. This interpre- 
tation is in accord with the provisions of that section and the past 
practice of the Commission extending over a period of more than 
thirty years. 


4 Section 13. That the licensee shall commence the construction of the project works 
within the time fixed in the license, which shall not be more than two years from the date 
thereof, shall thereafter in good faith and with due diligence prosecute such construction, 
and shall within the time fixed in the license complete and put into operation such part 
of the ultimate development as the commission shall deem necessary to supply the reason- 
able needs of the then available market, and shall from time to time thereafter construct 
such portion of the balance of such development as the commission may direct, so as to 
supply adequately the reasonable market demands until such development shall have been 
completed. The periods for the commencement of construction may be extended once but 
not longer than two additional years and the period for the completion of construction 
carried on in good faith and with reasonable diligence may be extended by the commission 
when not incompatible with the public interests. In case the licensee shall not commence 
actual construction of the project works, or of any specified part thereof, within the time 
prescribed in the license or as extended by the commission, then, after due notice given, 
the license shall, as to such project works or part thereof, be terminated upon the written 
order of the commission. In case the construction of the project works, or of any specified 
part thereof, have been begun but not completed within the time prescribed in the license, 
or as extended by the commission, then the Attorney General, upon request of the com- 
mission, shall institute proceedings in equity in the district court of the United States 
for the district in which any part of the project is situated for the revocation of said 
license, the sale of the works constructed, and such other equitable relief as the case may 
demand, as provided for in section 26 hereof. 
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The record relating to the estimated cost of construction of the 
developments by Applicant and the value of power to be produced, 
based upon the cost of equivalent power from a modern steam- 
electric generating plant to be located in Applicant’s service area, 
shows that the estimated annual at-market cost of the power output 
that could be produced by the proposed developments is $27,921,000, 
inclusive of the annual cost of fish facilities, and that the estimated 
annual value of the power output at market that could be produced 
by the proposed project is $36,066,000. A comparison of the esti- 
mated annual cost and annual value convinces us that the proposed 
developments are economically feasible. 

In reaching this conclusion we have accepted the staff’s estimate 
of the capital cost of the proposed project as well as the staff esti- 
mates of the cost of power from the alternative steam-electric 
sources, which cost we consider to be equal to the value to the 
Applicant of power from the proposed developments. However, 
Applicant has presented estimates of capital cost which are about 
28% lower than the staff estimates. If the Applicant can, as it 
claims, construct the project at a cost less than that estimated by 
the staff, then, of course, the economic feasibility of the project 
would be greater than we have indicated. 

Applicant has shown that it could finance the construction of the 
project and the associated transmission, substation and distribution 
facilities even if the capital cost of the project should be as great 
as the cost estimate of the staff. 

There remain two matters which require action on our part at 
this time. 

On January 6, 1955, we deferred action until such time as the 
record is certified to the Commission for final action in these pro- 
ceedings upon a joint motion filed December 23, 1954, by Lewis 
County Public Utility District, et al., and other associated inter- 
veners to dismiss the applications for licenses involved in these 
proceedings and to dispense with further briefs. 

We have reconsidered the Interveners’ motion to dismiss in the 
light of the record, the Presiding Examiner’s decision, the excep- 
tions thereto and the oral argument thereon, and we find that the 
motion fails to show good cause for granting it. 

On the contrary, these applications were processed in accordance 
with usual Commission procedures and when the Applicant has 
made any change or addition to its original proposals, amendatory 
or supplementary applications have been filed with the Commission. 
After a hearing extending over the better part of a year during 
which Interveners had every opportunity to present evidence, to 
fully cross-examine all witnesses, to file briefs and exceptions, and 
to be heard orally before the Commission, we see no possible man- 
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ner in which a denial of the motion would deprive Interveners of 
any rights to which they are entitled under law. 

In addition, we find that it is appropriate and necessary in or- 
der to carry out the provisions of the Act that we deny the motion 
and it is denied in its entirety. 

On July 2, 1954, we similarly deferred action on the motion filed 
June 10, 1954, by Lewis County Public Utility District, et al., and 
National Hells Canyon Association, Inc., Interveners, appealing the 
Presiding Examiner’s ruling striking the testimony of Leland Olds. 
The motion requests that the testimony in question be reinstated 
and that Mr. Olds be recalled for cross-examination. With respect 
to the latter request we note that the Applicant and the staff in 
their respective answers to the motion stated that they did not 
desire to cross-examine the witness in the event he were recalled. 
Therefore, the request that Mr. Olds be recalled for cross-examina- 
tion is denied. 

We have considered Mr. Olds’ testimony in reaching our decision. 
We do not believe this testimony to be particularly informative, 
nor, on the other hand, that it would be prejudicial to the rights 
of the Applicant to have it reinstated. Therefore, jt is reinstated. 

For the reasons stated herein and in our findings and conclu- 
sions in the attached order we are issuing a license for the Brown- 
lee, Oxbow and low Hells Canyon developments. 


Order Issuing License (Major) 
IpaHo Power Co. 
Projects Nos. 1971, 2132 and 2133 
August 4, 1955 


Application was filed December 15, 1950, by Idaho Power Com- 
pany, of Boise, Idaho, for a license under the Federal Power Act 
for a proposed hydroelectric development, known as Oxbow, and 
designated as Project No. 1971, to be located on Snake River in 
Idaho and Oregon, and on May 15, 1953, the Company filed ap- 
plications for licenses for two additional proposed hydroelectric 
developments on Snake River, known as low Hells Canyon and 
Brownlee, and designated Projects Nos. 2182 and 2133, respec- 
tively. The proposed developments would be located in Adams and 
Washington Counties, Idaho, and in Wallowa, Baker and Malheur 
Counties, Oregon. The applications were supplemented by later 
filings. 

Public hearings were held on the Oxbow application (No. 1971) 
during July 1952, in Baker, Oregon, and Boise, Idaho, respectively. 
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at which all persons desiring to speak either in favor of or against 
the issuance of a license were heard. After the filing of the appli- 
cations for low Hells Canyon (No. 2132) and Brownlee (No. 2133), 
the proceedings upon the three applications were consolidated for 
purposes of public hearing. A further public hearing was held in 
Washington, D. C., commencing on July 7, 1953, in which hearing 
all parties, including the Applicant, the staff of the Commission, 
as well as the National Hells Canyon Association, Inc., Lewis County 
Public Utility District of Washington, et al., National Rural Elec- 
tric Cooperative Association, the State of Washington and other 
parties participated, and presented testimony and documentary ex- 
hibits. After the close of the hearing, briefs were filed by the vari- 
ous parties and by the staff and an initial decision was rendered 
by the Presiding Examiner containing findings and conclusions. On 
July 6, 1955, the Commission heard oral argument on the excep- 
tions to the Examiner’s decision. 

For the reasons set forth in Opinion No. 283 adopted this date 
and made a part hereof by reference, and upon consideration of 
the entire record in these matters, including the reports of the 
Federal and State agencies, protests from interested citizens, the 
briefs of the parties and the staff filed in connection therewith, the 
Examiner’s decision, and the oral argument thereon, the Commis- 
sion finds: 

(1) The Brownlee, Oxbow and low Hells Canyon developments 
proposed by Applicant in the Hells Canyon reach of Snake River 
would occupy lands of the United States. 

(2) The Snake River from its junction with the Columbia River 
up to the mouth of Henrys Fork is a navigable water of the United 
States. 

(3) The proposed Brownlee, Oxbow and low Hells Canyon de- 
velopments that would be constructed by Applicant would be lo- 
cated in and along a navigable water of the United States; and 
they would otherwise affect the interests of interstate or foreign 
commerce by affecting the downstream navigable capacity of the 
river. 

(4) Under the provisions of Section 23 (b) of the Federal Power 
Act, the Applicant may not construct, operate or maintain any 
project or part thereof in Hells Canyon reach of Snake River until 
a license shall have been obtained therefor pursuant to this Act. 

(5) The proposed project consists of: 

(a) All lands constituting the project area and enclosed by the 
project boundary or the limits of which are otherwise defined, and/ 
or interest in such lands necessary or appropriate for the purposes 
of the project, whether such lands or interest therein are owned or 
held by the applicant or by the United States; the general location 
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of such project area being shown and described by certain exhibits 
which formed part of the application for license and which are 
designated and described as follows: 


Exhibit ‘“‘J”’ 
FPC No. Showing 
ROWE <occuncnen General Map of Oxbow Development. 
Beer e etl es General Map of Hells Canyon Development, 
2138-1 2.282 i cues. General Map of Brownlee Development. 


(b) All project works consisting of— 

(1) The proposed Brownlee development, to consist of a rockfill 
dam having a maximum height of 395 feet and a crest length of 
1,320 feet at elevation 2,090 feet in the Snake River at river mile 
284.6, and a concrete spillway section surmounted by tainter gates, 
creating a reservoir with a usable storage capacity of 1,000,000 acre- 
feet at a drawdown of 101 feet below elevation 2,077 feet; a con- 
trolled intake, power tunnel and penstocks leading to a powerhouse 
containing initially four turbines each rated at 139,000 horsepower 
and connected to a 90,100 kilowatt generator operating under a 
gross static head of 277 feet, with provision for an additional in- 
take and tunnel and the future installation of two similar units in 
an extension to the powerhouse; and transmission facilities; 

(2) The proposed Oxbow development, to consist of a rockfill 
dam having a maximum height of 205 feet and a credit length of 
725 feet at elevation 1,810 feet in the Snake River at river mile 
273.2 and a concrete spillway section surmounted by tainter gates, 
creating a reservoir with a usable storage capacity of 6,200 acre- 
feet at a drawdown of 5 feet below elevation 1,800 feet; a canal, 
tunnel and penstocks across the Oxbow; a powerhouse containing 
initially four turbines each rated at 58,000 horsepower and con- 
nected to a 37,750 kilowatt generator operating under a gross static 
head of 117 feet, with provision for an additional tunnel and the 
future installation of two similar units in an extension to the pow- 
erhouse; and transmission facilities; and 

(3) The proposed low Hells Canyon development, to consist of a 
rockfill dam having a maximum height of 320 feet and a crest 
length of 860 feet at elevation 1,696 feet in the Snake River at 
river mile 247.5 and a concrete spillway section surmounted by 
tainter gates, creating a reservoir with a usable storage capacity of 
11,200 acre-feet at a drawdown of 5 feet below elevation 1,683 feet; 
an intake and power tunnel and penstocks leading to a powerhouse; 
a powerhouse containing initially five turbines each rated at 84,000 
horsepower and connected to a 54,400 kilowatt generator operating 
under a gross static head of 208 feet, with provision for an addi- 
tional tunnel and intake and the future installation of two turbines 
each rated at 105,000 horsepower and connected to a 68,000 kilowatt 
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generator in an extension to the powerhouse; and transmission fa- 
cilities; the location, nature, and character of which are more spe- 
cifically shown and described by the exhibits heretofore cited and 
by other exhibits which also formed part of the application for 
license and which are designated and described as follows: 


Exhibit M 
General Description and Specifications of Equipment 
Brownlee Development.—Statement in one sheet received in the office of the 


Commission on May 15, 1953. 


Oxbow Development.—Statement in two sheets received in the office of the 
Commission on July 22, 1953. 


Low Hells Canyon Development.—Statement in one sheet received in the office 
of the Commission on May. 15, 1953. 

(c) All other structures, fixtures, equipment or facilities used or 
useful in the maintenance and operation of the project and located 
on the project area, including such portable property as may be used 
or useful in connection with the project or any part thereof; whether 
located on or off the project area, if and to the extent that the 
inclusion of such property as part of the project is approved or 
acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the 
maintenance or operation of the project. 

(6) Two alternative, mutually exclusive, plans of development 
have been proposed for development of Hells Canyon reach of 
Snake River and have been designated for purposes of identifica- 
tion as the one-dam and three-dam plans, the latter plan being 
proposed by Applicant. 

(7) The one-dam plan would include the high Hells Canyon 
Project to be located 247.3 miles above the mouth of Snake River 
and having: a concrete arch dam to develop a 602-foot head, eight 
100,000-kilowatt generating units initially with provision for one 
additional 100,000-kilowatt generating unit, a total storage capac- 
ity of 4,400,000 acre-feet of which 3,880,000 acre-feet would be active 
storage, a spillway with a capacity of 300,000 cubic feet per sec- 
ond, and an operating head at the power plant varying from a 
maximum head of 602 feet to a design head of 475 feet and thence 
to a minimum head of 313 feet. 

(8) The one-dam plan with an initial power installation of 
800,000 kilowatts at the high Hells Canyon Project, or the three-dam 
plan with an initial installation of 783,400 kilowatts, would develop 
economically the 602-foot head in Hells Canyon reach of Snake River, 
could utilize the stream flow of the Snake River economically, and 
would have engineering feasibility. 
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(9) Projects with safe and adequate structures can. be constructed 
in the Hells Canyon reach of Snake River regardless of whether 
they be in the one-dam or three-dam plans of development. 

(10) Either plan of development hereinbefore described would 
provide flood control, navigation and recreational benefits in dif- 
ferent degrees but would adversely affect fish and wildlife resources. 

(11) The one-dam plan of development would provide the 2,300,- 
000 acre-feet of flood control storage the Army contemplates in the 
main plan whereas the three-dam plan would provide at least 
1,000,000 acre-feet of flood control storage and the difference would 
have to be provided somewhere else. The Department of the Army 
has not objected to the Applicant’s proposal to provide 1,000,000 
acre-feet of flood control storage in lieu of the 2,300,000 acre-feet 
contemplated under the one-dam plan. 

(12) The one-dam plan of development would provide more 
navigation benefits than the three-dam plan would provide, but for 
either plan such benefits are not substantial dollar-wise when com- 
pared to power -benefits. 

(13) The Chief of Engineers, Department of the Army,-has re- 
ported that structures which may affect the interests of navigation 
are satisfactory. 

(14) There is a qualitative indication in the record that the one- 
dam plan would provide somewhat larger recreational benefits than 
would the three-dam plan, but sufficient comparative data are not 
available. 

(15) None of the developments in either plan of development of 
Hells Canyon reach of Snake River would directly supply water for 
irrigation of lands. 

(16) Either plan of development of the Hells Canyon reach would 
result in loss of, and damage to, wildlife resources but such losses 
could be mitigated in part if lands adjacent to proposed reservoirs 
were made available for wildlife development purposes. 

(17) Either plan of development of the Hells Canyon reach of 
Snake River would block the runs of anadromous fish and some type 
of fish facilities would have to be provided for the protection of this 
resource. 

(18) Assuming financing, construction and operation of both plans 
by the same entity, the ratio of power benefits to power costs of the 
three-dam plan is greater than that for the one-dam plan, and 
although the high Hells Canyon Project would produce a greater 
amount of power than the three-dam plan, the additional amount of 
power that could be produced by the high Hells Canyon Project 
would have a benefit-cost ratio of about one to one. Consequently 
the power features of the one-dam plan have no clear economic 
advantage over those of the three-dam plan. 
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(19) Federal construction of either plan of development proposed 
for the Hells Canyon reach could provide power revenues to sub- 
sidize irrigation works if such use is authorized by Congress. 

(20) Federal construction of either plan of development proposed 
for the Hells Canyon reach could make possible a more extensive 
development of the phosphate resource located on land of the United 
States in Idaho and Utah than exists today. 

(21) Public purposes such as flood control, navigation, recreation, 
and power production could be effectuated to about the same extent 
with private construction, as with Federal construction, of the same 
developments in the Hells Canyon reach of Snake River. 

(22) There is a substantial power market in the area that could 
be served by projects in either plan considered for development of 
the Hells Canyon reach of Snake River. 

(23) The extent to which electro-metallurgical use would be made 
of electric power that would be produced by development of the 
Hells Canyon reach would depend, in part, on the cost of such 
power. 

(24) The general public has indicated an active interest in the 
plans proposed for development of the Hells Canyon reach of Snake 
River, and many individuals and spokesmen for groups have testi- 
fied and submitted written comments thereon. 

(25) The Brownlee, Oxbow and low Hells Canyon developments 
proposed by Applicant would utilize the head and stream flow in an 
economical manner. 

(26) Safe and adequate structures of the type proposed by Appli- 
cant can be constructed in the Hells Canyon reach of the Snake 
River. 

(27) The proposed developments could and would be operated to 
provide flood control storage and navigation benefits. 

(28) Recreational facilities and opportunities would be provided 
by Applicant at the Brownlee, Oxbow and low Hells Canyon devel- 
opments. 

(29) The estimated costs of construction, exclusive of interest 
during construction, of the Brownlee, Oxbow and low Hells Canyon 
developments in the amount of $175,766,000 as estimated by the 
Commission staff appears reasonable. However, the record indicates 
that the Applicant may be able to construct these developments at a 
lower cost. 

(30) The peak load requirements of the Idaho Power Company 
system have been increasing at an average annual rate of about 
24,600 kilowatts during the 10-year period 1943 through 1952. 

(31) The future peak load of Applicant’s system is estimated to 
increase at an average annual rate of about 30,350 kilowatts. 
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(32) The total dependable capacity of 767,000 kilowatts that 
would be provided at the Brownlee, Oxbow and low Hells Canyon 
developments would be fully utilized in the Applicant’s own system 
by about the year 1975 and in the Northwest area about as soon as it 
could be developed if indicated arrangements with other systems can 
be firmed up. 

(33) The estimated annual at-market cost to the Applicant of the 
power output that could be produced by the proposed Brownlee, 
Oxbow and low Hells Canyon developments is $27,921,000 inclusive 
of annual cost of fish facilities. 

(34) The estimated annual value to the Applicant of the power 
output at market that could be produced by the proposed Brownlee, 
Oxbow and low Hells Canyon developments is $36,066,000. 

(35) The Brownlee, Oxbow and low Hells Canyon developments 
as proposed by Applicant would be economically feasible as power 
developments. 

(36) The Applicant has shown ability to finance the proposed 
Brownlee, Oxbow and low Hells Canyon developments. 

(37) Applicant has investigated power sites on Snake River above 
the Hells Canyon reach but indications are that such power output 
would be more expensive than the power output from developments 
proposed in the Hells Canyon reach. 

(38) New steam-electric power stations as sources of power sup- 
ply alternative to new hydroelectic developments would not be as 
economical, 

(39) The Applicant should provide such fish protective facilities 
as may be required by the Commission upon the recommendations 
of the Federal and State fishery authorities. 

(40) Applicant should provide means to preserve, to the extent 
practicable, the wildlife resources. 

(41) The Applicant should provide means for conducting an 
archeological investigation in the Hells Canyon reach of the Snake 
River. 

(42) The Applicant should coordinate the operation of its pro- 
posed Brownlee, Oxbow and low Hells Canyon developments and its 
power system with the Northwest Power Pool. 

(43) The Idaho Power Company is a corporation organized under 
the laws of the State of Maine and is duly authorized to do business 
in the States of Idaho, Oregon and Nevada, and has submitted satis- 
factory evidence of compliance with the requirements of all applica- 
ble State laws insofar as necessary to effect the purposes of a license 
for each of the developments, namely, Brownlee, Oxbow and low 
Hells Canyon. 

(44) No conflicting application is before the Commission. Public 
notice has been given as required by the Act. 
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(45) The proposed developments will not use any Government 
navigation dam, nor will the issuance of a license therefor as here- 
inafter provided affect the development of any water resources for 
public purposes which should be undertaken by the United States. 

(46) The issuance of a license for the proposed developments as 
hereafter provided will not interfere or be inconsistent with the 
purposes for which the Payette, Whitman, and Wallowa National 
Forests were created or acquired nor with the purposes of any with- 
drawal of public lands. 

(47) The three proposed power developments should be considered 
as a single project. 

(48) The proposed project is best adapted to a comprehensive 
plan for improving or developing a waterway for the use or benefit 
of interstate or foreign commerce, for the improvement and utiliza- 
tion of water-power development, and for other beneficial public 
uses, including recreation purposes. 

(49) The total installed horsepower capacity of the project here- 
inafter authorized for the purpose of computing the capacity com- 
ponent of the administrative annual charge is 1,208,000 horsepower. 

(50) The amount of annual charges to be paid under the license 
for the purpose of reimbursing the United States for the costs of 
administration of Part I of the Act, is reasonable as hereinafter 
fixed and specified. 

(51) In accordance with Section 10 (d) of the Act, the rate of 
return upon the net investment in the proposed project, and the pro- 
portion of surplus earnings to be paid into and held in amortization 
reserves, are reasonable as hereinafter specified. 

(52) Inasmuch as the record shows a need for revision of same, 
the Applicant should be required to file revised Exhibits F, K, and L 
as hereinafter provided. 

(53) The amount of reasonable annual charges for the use, occu- 
pancy, and enjoyment of lands of the United States to be occupied 
by the proposed project, including transmission line right-of-way, 
shall be hereafter fixed and specified by the Commission. 

(54) The following described Exhibit J drawings and Exhibit M, 
filed as parts of the applications for licenses for Projects Nos. 1971, 
2132 and 2133, conform to the Commission’s rules and regulations 
and should be approved as part of the license for the project: 

Exhibit J: (F.P.C. No. 1971-2), Oxbow H. E. Development, Gen- 
eral Map; (F.P.C. No. 2132-2), Heils Canyon H. E. Development, 
General Map; (F.P.C. No. 2133-1), Brownlee H. E. Development, 
General Map. 

Exhibit M: General description and specifications of equipment 
for Projects Nos. 1971, 2132 and 2133 (three exhibits). 
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(55) It is desirable to reserve for future Commission determina- 
tion the question of what transmission lines and appurtenant facili- 
ties, if any, shall be included in this license. 

The Commission orders : 

(A) This license is issued to Idaho Power Company under Sec- 
tion 4 (e) of the Federal Power Act for a period of fifty (50) years, 
effective as of the first day of the month in which the acknowledg- 
ment of acceptance hereof is filed with the Commission, for the con- 
struction, operation, and maintenance of the proposed Brownlee, 
Oxbow and low Hells Canyon developments (which developments for 
the purposes of this license, shall be considered as units of one com- 
plete project designated in the records of the Commission as Project 
No. 1971), subject to the terms and conditions of the Act which is 
incorporated by reference as a part of this license, and subject to 
such rules and regulations as the Commission has issued or pre- 
scribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set 
forth in Form L-6, December 15, 1953, entitled “Terms and Condi- 
tions of License for Unconstructed Major Project Affecting Naviga- 
ble Waters and Lands of the United States,” 16 F.P.C. 1121, which 
terms and conditions are attached hereto and made a part hereof; 
and subject to the following special conditions set forth herein as 
additional articles: 

Article 28. The Licensee shall construct the project works as 
follows: 

(a) Commence construction of the Brownlee unit within one year 
of the effective date of this license, and shall thereafter in good 
faith and with due diligence prosecute such construction; and shall 
complete that unit in 36 months. 

(b) Commence construction of the Oxbow unit within four years 
of the effective date of this license, and shall thereafter in good faith 
and with due diligence prosecute such construction; and shall com- 
plete that unit in 24 months. 

(c) Commence construction of the low Hells Canyon unit within 
six years of the effective date of this license, and shall thereafter 
in good faith and with due diligence prosecute such construction; 
and shall complete that unit in 36 months. 

Article 29. The Licensee shall submit, in accordance with the 
Commission’s rules and regulations, revised Exhibit L, and Licensee 
shall not begin construction of the project works in any unit until 
the Commission approves the exhibits relating to that unit. 

Article 30. The final design of the spillways at the dams of the 
proposed project shall be based on model tests. 

Article 31. The Licensee shall, within one year from the date of 
commencement of construction of each unit, file with the Commis- 
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sion Exhibits F and K in accordance with the rules and regulations 
of the Commission. 

Article 32. The Licensee shall prior to flooding clear lands in the 
bottoms and margin of the reservoirs up to high water level, and 
shall dispose of all temporary structures, unused timber, brush, 
refuse, or inflammable material resulting from the clearing of the 
lands or from the construction and maintenance of the projects 
works. In addition, all trees along the margin of the reservoirs 
which may die during the operation of the project shall be removed. 
The clearing of the lands and the disposal of the material shall be 
done with due diligence and to the satisfaction of the authorized 
representative of the Commission. 

Article 33. The Licensee shall cooperate with the Smithsonian 
Institution in the salvage of archeological values at four sites recom- 
mended by that Institution in a report dated January 1951 (Exhibit 
10), and the Licensee shall, upon request of the Institution and . 
further order of the Commission, contribute to that Institution the 
sum of $12,000 for archeological excavations. 

Article 34. The Licensee shall make available to the Secretary of 
the Interior, upon his request and further order of the Commission, 
a sum up to $250,000 for use by the Fish and Wildlife Service to 
carry out detailed studies of the extent and character of the fishery 
resource of the project areas and to devise means and measures for 
mitigating losses to that resource. 

Article 35. The Licensee shall construct, maintain and operate 
or shall arrange for the construction, maintenance and operation of 
such fish ladders, fish traps or other fish handling facilities or fish 
protective devices and provide fish hatchery facilities for the pur- 
pose of conserving the fishery resources and comply with such 
reasonable modifications of the project structures and operation in 
the interest of fish life as may be prescribed hereafter by the Com- 
mission upon its own motion or upon the recommendations of the 
Secretary of the Interior and the conservation agencies of the States 
of Idaho and Oregon. 

Article 36. The Licensee shall negotiate with the Fish and Game 
Commission of the State of Oregon and Department of Fish and 
Game of the State of Idaho with respect to the amount the Licensee 
shall pay each year to defray a reasonable portion of the operation 
and maintenance cost of fishery facilities to be provided under the 
license. Should the Licensee and the State agencies fail to agree on 
the amount to be paid by the Licensee for such purpose, the Com- 
mission reserves the right to determine the amount of this annual 
payment after notice and opportunity for hearing. 

Article 37. The Licensee shall negotiate with the Game Commis- 
sion of the State of Oregon and the Department of Fish and Game 
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of the State of Idaho with respect to the acquisition by the Licensee 
for the State agencies of island and marsh areas along the Snake 
River for development as substitutes for waterfowl nesting areas 
to be lost by reservoir inundation. Should the Licensee and the State 
agencies fail to agree on the acquisition of such lands, the Com- 
mission reserves the right to make a final determination in this mat- 
ter after notice and opportunity for hearing. 

Article 38. The Licensee shall make available to the Secretary of 
the Interior, upon his request and further order of the Commission, 
a sum up to $60,000 for the preparation by the National Park 
Service in cooperation with Licensee, of a recreational master plan. 

Article 39. The Licensee shall operate the project and its system 
in coordination with the Northwest Power Pool, and shall arrange 
for such transmission facilities as may be required for such opera- 
tion. 

Article 40. At such time as the Commission may direct and to 
the extent that it is economically sound and in the public interest 
to do so, after notice and opportunity for hearing, the Licensee shall 
install additional generating units at the Brownlee, Oxbow, and/or 
low Hells Canyon units. 

Article 41. The project shall be operated in such manner as will 
not conflict with the future depletion in flow of the waters of Snake 
River and its tributaries, or prevent or interfere with the future 
upstream diversion and use of such water above the backwater cre- 
ated by the project, for the irrigation of lands and other beneficial 
consumptive uses in the Snake River waterhead. 

Article 42. In the interest of flood control the Licensee shall 
operate the project as follows: 

The total live storage space of about 1,000,000 acre-feet between 
elevation 1976 and elevation 2077 mean sea level will be made avail- 
able for flood control use if and as required. 

(b) The reservoir level elevation will be no higher than elevation 
2034 by 1 March of each year to provide about 500,000 acre-feet of 
storage space for flood control use at that time each year. 

(c) Additional storage space required up to 500,000 acre-feet will 
be obtained by evacuation as necessary during the month of March 
in a manner to insure availability on or before 1 April of the total 
storage capacity needed for flood control, as estimated by the Corps 
of Engineers. This space will be retained until capture of flood flows 
is requested by the Corps of Engineers, subject to possible involun- 
tary storage as may be required due to temporary inflows in excess 
of outlet capacity, or until refilling in the interest of power output 
is authorized by the Corps of Engineers. In the event of involuntary 
storage, full capacity will be regained as soon as possible. 
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(d) During the flood storage period controlled outflows will be as 
requested by the Corps of Engineers. Daily outflows of 30,000 acre- 
feet, as a minimum, will be permitted when required for power 
purposes. 

(e) In order to achieve the above operation for flood control, 
discharge capacity of 65,000 c. f. s. at minimum pool, evaluation 
1976, including gated outlet capacity plus one-half of the ultimate 
turbine capacity, is to be provided by the Licensee. 

(f) The above conditions will be subject to review from time to 
time as requested by the Licensee or the Corps of Engineers. 

Article 43. The project shall be operated in the interest of navi- 
gation to maintain 13,000 c. f. s. flow in the Snake River at Lime 
Point (river mile 172) a minimum of 95% of the time, when deter- 
mined by the Chief of Engineers to be necessary for navigation. 
Regulated flows of less than 13,000 c. f. s. will be limited to the 
months of July, August, and September, during which time opera- 
tion of the project would be in the best interest of power and navi- 
gation, as mutually agreed to by the Licensee and the Corps of 
Engineers. The minimum flow during periods of low flow or normal 
minimum plant operations will be 5,000 ¢. f. s. at Johnson’s Bar, at 
which point the maximum variation in river stage will not exceed 
one foot per hour. These conditions will be subject to review from 
time to time as requested by either party. 

Article 44. The Licensee shall pay the United States the follow- 
ing annual charges for the purpose of reimbursing it for the costs 
of administration of Part I of the Act: One (1) cent per horsepower 
on the authorized installed capacity (1,208,000 horsepower) plus 
two and one half (214) cents per 1000 kilowatt-hours of gross 
energy generated by the project during the calendar year for which 
charge is made. The Licensee shall also pay to the United States 
such charges as may be specified hereafter for the purpose of recom- 
pensing the United States for the use, occupancy and enjoyment of 
its lands, including transmission line right-of-way. 

Article 45. The Commission expressly reserves the right to deter- 
mine at a later date the question of what transmission lines and 
appurtenant facilities, if any, shall be covered in this license and 
included as part of the project works. 

(C) The exhibits described in finding (54) above are approved as 
part. of the license for the project. 

(D) This order shall become final thirty (30) days from the date 
of its issuance unless application for rehearing shall be filed as pro- 
vided by Section 313 (a) of the Act, and failure to file such an 
application shall constitute acceptance of this license. In acknowl- 
edgment of the acceptance of this license, it shall be signed for the 
Licensee and returned to the Commission within sixty (60) days 
from the date of issuance of this order. 
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DEEP SOUTH OIL COMPANY OF TEXAS, HUMBLE OIL & 
REFINING COMPANY, SHELL OIL COMPANY 


Opinion and Order Affirming Examiner’s Decision 
Docket Nos. G—2952, G—5261, G-4671 
September 9, 1955* 


Syllabus 


1. Casinghead gas is natural gas within the definition of the same in the Natural 
Gas Act. P. 84. 

2. A sale of natural gas by a producer before the completion of “production and 
gathering” is not exempt from regulation under the Natural Gas Act, by 
reason of the exclusionary provisions of section 1 (b) of the Act, where 
such sale is in interstate commerce. P. 85. 

38. The processing of natural gas at a point between the wells and a state line 
does not interrupt the continuous movement of the gas in interstate com- 
merce. P. 86. 

4. Commission has jurisdiction, even if only a portion of the gas trom petitioners’ 
wells crosses the State line as an integral part of a commingled mass, P. 87. 

5. Fact that petitioners had no control over the gas after it was sold to the 
gatherers or processors, and that they may have been indifferent as to 
whether any of the gas moved in interstate commerce, is not controlling on 
the question of whether their sales are in interstate commerce. P. 87. 

6. The status of a natural gas shipment as interstate or intrastate in no way 
depends upon the intention of the producer, since the facts surrounding the 
shipment and not the intent are conclusive. P. 87. 

7. Commission finding as to jurisdiction is not affected by the fact that the gas 
was sold by the petitioners to an intermediary which, in turn, resold the 
gas in interstate commerce. P. 88. 

8. The degree of state regulation and state opposition to Federal control is not 
determinative of Gommission’s jurisdiction over the sales in question. P. 89. 

9. Commission determines that the sales of each petitioner are subject to regu- 
lation under the Natural Gas Act and that each petitioner is a “natural gas 
company.” P. 91. 


Diesy, Commissioner, dissenting in part and concurring in part. 

Hugh B. Cow, Newell Ellison, Harold Willcox, Richard L. Fruch- 
terman, and George Buschmann for Deep South Oil Co. of Texas. 

Carl Illig, Rew G. Baker, Nelson Jones, and Bernard Foster, Jr., 
for Humble Oil & Refining Co. 

Oliver L. Stone, R. H. Wilden, and David T. Searls for Shell 
Oil Co. 

William J. Grove and Phebe Eppes Gordon for the staff of the 
Federal Power Commission. 


*Designated Commission Opinion No. 284. Initial decision appears on p. 308. 


Epitor’s Notge.—Affirmed 247 F. 2d 882, 900, 903 (C. A. 5, 1957), certiorari denied 
355 U. S. 930. 
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By THe Commission : 
OPprINnIon 


Upon consideration of the entire record in these proceedings, in- 
cluding the testimony and evidence adduced at the hearings which 
were concluded on January 10, 1955, briefs filed by all the parties 
and Staff Counsel, the decision of the Presiding Examiner, issued 
April 5, 1955, exceptions thereto and the oral argument thereon, 
held on June 13, 1955, we affirm the aforesaid decision of the Pre- 
siding Examiner. 

In view of the fact that in these matters there is presented for 
the first time the question whether a sale of natural gas made before 
the completion of “production and gathering” (even though it was 
conceded that such was otherwise a sale in interstate commerce) is 
exempt from the Natural Gas Act (Act) by reason of the exclu- 
sionary provisions of Section 1 (b) of the Act, we deem it desirable 
to set forth the reasons for our affirmance. 

The Petitioners, Deep South Oil Company of Texas (Deep 
South), Humble Oil & Refining Company (Humble) and Shell Oil 
Company (Shell), while maintaining that their sales of natural gas 
are not in fact sales in interstate commerce, nevertheless claim, if 
their sales are found to be in interstate commerce, that the sales in 
question are exempt under Section 1 (b). 

Petitioners, Shell and Humble, further contend that their sales 
are sales of “casinghead gas” which is not the same product as the 
surplus residue gas, which, they claim, is the “natural gas unmixed” 
to which Congress referred in the definition of natural gas in Sec- 
tion 2(5) of the Act. 

Section 1 (b) of the Act provides, in pertinent part, as follows: 

The provisions of this Act shall apply to the transportation of natural gas 
in interstate commerce, to the sale in interstate commerce of natural gas for 
resale for ultimate public consumption for domestic, commercial, industrial or 
any other use, and to natural-gas companies engaged in such transportation and 
sale, but shall not apply to any other transportation or sale of natural gas or 


to the facilities used for such distribution or to the production or gathering of 
natural gas. 


As defined in Section 2 of the Act: 


“Natural gas” means either natural gas unmixed, or any mixture of natural 
gas and artificial gas; 

“Natural-gas company” means any person engaged in the transportation of 
natural gas in interstate commerce or the sale in interstate commerce of such 
gas for resale. 


There is no merit to the claim that casinghead gas is not natural 
gas. The Examiner effectively answered all such claims, but it may 
be added that other court cases confirm his conclusions. 
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In Mississippi River Fuel Corporation v. Federal Power Commis- 
sion, 121 F, 2d 159, Mississippi River Fuel Corporation (Mississippi) 
claimed that the gas which it delivered for its purchasers is not 
resold for public consumption because its purchasers, Illinois lowa 
Power and Laclede Gas Companies, use it as an ingredient of a 
mixture which, in turn, is resold to the ultimate consumer. Missis- 
sippi urged that the resulting product burned by the consumer had 
only a slight similarity to natural gas. 

In disposing of this contention, the court at page 164 of its deci- 
sion stated: 

Natural gas is not only the gas as transported and sold, but by statutory defini- 
tion natural gas is any mixture of natural and artificial gas, and hence, the 
send-out product as sold by the Dllinois Iowa Power Company and the Laclede 
Gas Company is natural gas within the meaning of this act. While the natural 
gas resold may not be the same in identical substance as that transported, yet 
Congress clearly intended to regulate transactions such as here considered. It 
has used language appropriate to carry out that purpose. To construe the 
statute as contended by petitioner would limit it to so restricted a field of 
operation as to thwart the purpose of Congress and render the act impotent. 


See also Vatural Gas Pipeline Co. of America vy. Panoma Corpora- 
tion, 271 P. 2d 354. 

Furthermore, Petitioners’ sales are sales in interstate commerce 
for resale for ultimate public consumption and, as held by the Pre- 
siding Examiner, such sales are not within the exclusionary provi- 
sions of Section 1 (b) of the Act. 

The pertinent facts of record are set forth in the Examiner’s 
decision, and although not repeated here, they show that there is 
an uninterrupted flow of natural gas from the wells of Deep South, 
Shell and Humble across State lines. 

The Presiding Examiner in his initial decision refers to the testi- 
mony by Humble’s principal witness, Ralph J. Schilthius, as being 
“sketchy and inconclusive” with respect to the movement of such 
gas in interstate ecommerce (14 F. P. C. 308). We have carefully 
reviewed that testimony and to us it seems most conclusive. We so 
find. This Humble witness testified in answer to questions by 
Humble’s counsel, that he checked with the plant operators through 
whose plants Humble’s gas was processed and found: 

(1) That the natural gas in question and sold by Humble was 
commingled in the processing plants with natural gas from other 
sources. 

(2) That the commingled gas in whole or in part was sold by the 
plant operators to interstate pipe lines which transported that gas 
across State lines for ultimate public consumption. 

A definite check by Humble’s principal witness with plant oper- 
ators as to the ultimate disposition of the commingled stream of 
natural gas of which Humble’s gas was a part and which so satisfied 
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Humble’s witness that he was willing to testify under oath and 
adversely to Humble’s contention and interest, as manifest in this 
case, cannot be taken as other than conclusive. It may well be that 
the testimony is not extensive nor overly detailed, but it represents 
the considered judgment and opinion of the witness presented by 
Humble respecting the ultimate disposition of the natural gas and 
the gas sales contracts, with which we are here concerned. We think 
that extended and prolix testimony could not have more decisively 
stated the facts than were stated in short form by this witness in 
the manner in which he testified. 

Hence, we find that the natural gas which is sold by the Peti- 
tioners is sold in interstate commerce. The conclusion expressed in 
Interstate Natural Gas Co., Inc. v. Federal Power Commission, 331 
U. S. 682, 688 is particularly pertinent here: “Clearly the sales in 
question [are] a part of commerce being carried on between points 
in [New Mexico and Texas] and points in other States.” 

We are cognizant that the following underlined language, appear- 
ing at page 685 of the /nterstate decision raises the question whether 
storage or processing interrupts the continuous flow of the natural 
gas from the wells across the State line: 

The entire movement of the gas from the wells to the purchasing companies 
through the compressor pumps and across the state line is a continuous process 
without interruption for storage, processing or for other purposes. 

As far as these Petitioners are concerned, there is no storage but 
there is processing. In every processing operation through a gaso- 
line plant, dehydration plant or desulphurizing plant the movement 
of gas is uninterrupted and continuous. The gas moves into the 
plant in a continuous stream and flows out of the plant in an equally 
continuous volume. The only reduction in volume results from the 
removal of various elements in the process. 

Moreover, the Supreme Court in Fureka Pipe Line Co. v. Halla- 
nan, 257 U. S. 265, and Michigan-Wisconsin Pipe Line Co. v. 
Calvert, 347 U. S. 157, have dispelled any doubt as to that question 
by holding that storage and processing do not interrupt the con- 
tinuous movement in interstate commerce. 

In the Michigan-Wisconsin case the facts were stated by the court 
at page 163 of its decision as follows: 

After the gas has been taken into the Michigan-Wisconsin pipes, it flows a 
distance of approximately 1,215 feet to a compressor station owned and operated 
by Michigan-Wisconsin, at which station the pressure of the gas is raised from 
about 200 lbs. to some 975 Ibs. to facilitate movement to distant markets. In the 
course of its flow through this station the gas is compressed, cooled, scrubbed 
and dehydrated and then passes into a 24-inch pipeline which carries it 1.74 
miles to the Oklahoma border and thence to markets outside Texas. Additional 


motive power is furnished by 15 other compressor stations in other states through 
which the gas is transported. 
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The entire movement of the gas, from producing wells through the Phillips 
gasoline plant and into the Michigan-Wisconsin pipeline to consumers outside 
Texas, is a steady and continuous flow. 

With respect to the flow of such gas, notwithstanding the scrub- 
bing and dehydrating, the court at page 167 of its decision stated 
as follows: 


There is no break, no period of deliberation, but a steady flow ending as con- 
templated from the beginning beyond the state line. United Fuel Gas Co. v. 
Hallanan, 257 U. 8. 277, 281, * * *. 

The above statement of the court is an apt description of the 
flow of the natural gas in the instant proceedings. 

Even if only a portion of the gas from the Petitioners’ wells 
crosses the State line as an integral part of a commingled mass, it 
is immaterial for it has been said that the smallness of the operation 
in interstate commerce does not take it out of the sphere of Federal 
jurisdiction. Valwoline Oil Co. v. United States, 308 U. S. 141; 
Jersey Central Power and Light Co. v. Federal Power Commission, 
319 U. S. 61. 

Furthermore, the fact that the Petitioners had no control over 
the gas after it was sold to the gatherers or processors and that they 
may have been indifferent as to whether any of the gas moved in 
interstate commerce is not controlling on the question of whether 
their sales are in interstate commerce. Where the question of intent 
is brought into issue, such intent relates to past transaction. How- 
ever, where upon investigation it is found that the sales and move- 
ment in question are generally in interstate commerce, and the in- 
quiry relates to future operations, the facts and not imtent are 
conclusive. Nor is it necessary for any of the Petitioners to intend 
to sell their gas in interstate commerce. Even reasonable anticipa- 
tion that the gas flows in interstate commerce is sufficient. Bracht v. 
San Antonio & A. P. R. Co., 254 U. S. 489. In view of the factual 
situation, as found by the Presiding Examiner, and confirmed by 
us, each of the Petitioners has knowledge that the gas it was, and 
is, selling in the field enters into interstate commerce. That is true 
not only with respect to the direct sales to the pipe lines but also 
with respect to the sales to the gatherers and their plant operators. 
The Petitioners know to whom they are selling and that the sales 
by their purchasers are sales of gas which move in interstate 
commerce. 

When the gas was sold by Petitioners, it commenced its journey 
in interstate commerce. Nothing further remained to be done by 
the petitioners after those sales. Thus Coe v. Errol, 116 U. 8. 517; 
Oliver Iron Mining Co. v. Lord, 262 U. S. 172; and Chassanoil v. 
Greenwood, 291 U. S. 584, are not applicable to the facts before us. 
We also confirm the Presiding Examiner’s determination that the 
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sales in question are sales in interstate commerce for resale and not 
for manufacture. . Accordingly, the sales by each of the Petitioners 
is a sale in interstate commerce for resale. 

The fact that the gas was sold by the Petitioners to an inter- 
mediary such as a gatherer or gasoline plant which, in turn, resold 
the gas in interstate commerce, does not affect our finding and con- 
clusion. It is apparent from Phillips Petroleum Co. v. Wisconsin, 
347 U. S. 672, 681-685, Congress intended that sales of the type in 
question should be subject to Federal regulation and net limited to 
sales. by pipelines to distributors. At page 682 of its decision, the 
Court stated: 


In general, petitioners contend that Congress intended to regulate only the 
interstate pipeline companies since certain alleged excesses of those companies 
were the evil which brought about the legislation. If such were the case, we 
have difficulty in perceiving why the Commission’s jurisdiction over the trans- 
portation or sale for resale in interstate commerce of natural gas is granted in 
the disjunctive. It would have sufficed to give the Commission jurisdiction over 
only those natural-gas companies that engage in “transportation” or “transpor- 
tation and sale for resale” in interstate commerce, if only interstate pipeline 
companies were intended to be covered.1° See Federal Power Commission v. 
East Ohio Gas Co., 338 U. S. 464 * * * Rather, we believe that the legislative 
history indicates a congressional intent to give the Commission jurisdiction over 
the rates of all wholesales of natural gas in interstate commerce, whether by a 
pipeline company or not and whether occurring before, during, or after trans- 
portation by an interstate pipeline company.1° There can be no dispute that the 
overriding congressional purpose was to plug the “gap” in regulation of natural- 
gas companies resulting from judicial decisions prohibiting, on federal constitu- 
tional grounds, state regulation of many of the interstate commerce aspects of 
the natural-gas business. A significant part of this gap was created by cases 
holding that “the regulation of wholesale sales of gas and electric energy moving 
in interstate commerce is beyond the constitutional power of the States.” JIJnter- 
state Natural Gas Co. v. Federal Power Com. supra (331 U. S. at 689). The 
committee reports on the bill that became the Natural Gas Act specifically re- 
ferred to two of these cases and to the necessity of federal regulation to occupy 
the hiatus created by them, thus, we are satisfied that Congress sought to regu- 
late wholesales of natural gas occurring at both ends of the interstate transmis- 
sion systems. 

Petitioners cite our recent decisions in Cities Service Gas Co. v. Peerless Oil & 
Gas Co., 340 U. S. 179; * * * 71S. Ct. 215, and Phillips Petroleum Co. v. Oklahoma, 
340 U. S. 190; * * * 71S. Ct. 221, as authority for the proposition that the states 
may regulate the sales in question here and, hence, that such sales are not within 
the gap which the Natural Gas Act was intended to fill. Those cases upheld as 
constitutional state minimum price orders, justified as conservative measures, 
applying to sales of natural gas in interstate commerce. But it is well settled 
that the gap referred to is that thought to exist at the time the Natural Gas 
Act was passed, and the jurisdiction of the Commission is not affected by subse- 
quent decisions of this Court which have somewhat loosened the constitutional 
restrictions on state activities, affecting interstate commerce, in the absence of 
conflicting federal regulation. Illinois Natural Gas Co. v. Central Illinois Public 
Service Co., 314 U. S. 498, 508; * * * 62 S. Ct. 384; Federal Power Com. v. East 
Ohio Gas Co. supra (338 U. S. at 472). The Federal Power Commission did not 
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participate in the Cities Service and Phillips Petroleum Cases, the appellants 
there did not assert a possible conflict with federal authority under the Natural 
Gas Act, and consequently we expressly refused to consider at that time 
“Cwlhether the Gas Act authorizes the Power Commission to set field prices 
on sales by independent producers, or leaves that function to the states * * *” 
340 U. S. at 188, 189. 

Regulation of the sales in interstate commerce for resale made by a so-called 
independent natural-gas producer is not essentially different from regulation of 
such sales when made by an affiliate of an interstate pipeline company. In both 
eases, the rates charged may have a direct and substantial effect on the price 
paid by the ultimate consumers. Protection of consumers against exploitation 
at the hands of natural-gas companies was the primary aim of the Natural Gas 
Act. Federal Power Com. v. Hope Natural Gas Co. supra (320 U. S. at 610). 
Attempts to weaken this protection by amendatory legislation exempting inde- 
pendent natural-gas producers from federal regulation have repeatedly failed, 
and we refuse to achieve the same result by a strained interpretation of the 
existing statutory language. 





10 Just such wording was suggested to and rejected by the House Committee considering 
enactment of the Natural Gas Act, by the Chairman of the State of New York Department 
of Public Service, Public Service Commission. Hearings before House Committee on Inter- 
state and Foreign Commerce on H. R. 4008, 75th Cong., 1st Sess. 146-147. An earlier 
bill, H. R. 11662, 74th Cong., 2d Sess., would have limited the jurisdiction of the Power 
Commission to “the transportation of natural gas in high pressure mains in interstate 
commerce and to natural-gas companies engaged in such transportation * * *” Much of 
the legislative history advanced in support of petitioners’ position was developed in con- 
junction with this bill, including the testimony of Dozier A. De Vane, Solicitor of the 
Federal Power Commission. Because of the much different jurisdictional provision of 
H. R. 11662, such testimony has little relevance here. 


We wish to make it clear that our affirmance of the Presiding 
Examiner’s Decision is not predicated upon the existence or absence 
of state regulation with respect to wellhead prices. The degree of 
state regulation and state opposition to Federal control is not deter- 
minative of our jurisdiction over the sales in question. Jnterstate 
Natural Gas Co., Ine. v. Federal Power Commission, supra, and 
Phillips Petroleum Co. v. Wisconsin, supra. 

At pages 690-1 of its decision in the /nterstate case, the Court 
stated : 


Clearly, among the powers thus reserved to the States is the power to regulate 
the physical production and gathering of natural gas in the interests of conserva- 
tion or of any other consideration of legitimate local concern. It was the inten- 
tion of Congress to give the States full freedom in these matters. Thus, where 
sales, though technically consummated in interstate commerce, are made during 
the course of production and gathering and are so closely connected with the 
local incidents of the process as to render rate regulation by the Federal Power 
Commission inconsistent or a substantial interference with the exercise by the 
State of its regulatory functions, the jurisdiction of the Federal Power Commis- 
sion does not attach. But such conflict must be clearly shown. Exceptions to 
the primary grant of jurisdiction in the section are to be strictly construed. It 
is not sufficient to defeat the Commission’s jurisdiction over sales for resale in 
interstate commerce to assert that in the exercise of the power of rate regulation 
in such cases, local interests may in some degree be affected. 


468917—59——__9 
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At page 681 of its decision in the Phillips case, the Court stated: 

The Interstate case is also said to be distinguishable in that it did not involve 
an asserted conflict with State regulation, and federal control was not opposed 
by the State authorities, while in the instant cases there are said to be conflict- 
ing State regulations, and federal jurisdiction is vigorously opposed by the pro- 
ducing States. The short answer to this contention is that the jurisdiction of 
the Federal Power Commission was not intended to vary from State to State, 
depending upon the degree of State regulation and State opposition to federal 
control. We expressly rejected any implication to the contrary, in the Interstate 
case, 331 U. S., at 691-692. See Federal Power Commission y. Hope Natural 
Gas Co, * * * 


Thus, it is obvious from the foregoing that our jurisdiction is not 
predicated upon the existence or lack of State regulation. 

Our conclusions herein are fully supported by the decisions of the 
Supreme Court, particularly the Phillips case, 347 U. S. 672. In 
that case the Court made it plain that a sale in interstate commerce 
for resale within the meaning of the Natural Gas Act related to 
wholesale sales or sales in bulk, such as sales to interstate pipe line 
companies. There, in dealing with the contention that sales during 
production and gathering were not sales in interstate commerce 
within the meaning of the Act, the Court said: 

* * * we believe that the legislative history indicates a Congressional intent 
to give the Commission jurisdiction over the rates of all wholesales of natural 


gas in interstate commerce, whether by a pipeline company or not and whether 
occurring before, during, or after transmission by an interstate pipeline company. 


Further in the same decision at page 684, the Court makes it clear 
that any language in Cities Service Gas Co. v. Peerless Oil & Gas 
Co., 340 U. S. 179, or Phillips Petrolewm Co. v. Oklahoma, 340 U. S. 
190, was not to be interpreted as contrary to its conclusions and 
findings therein. At page 684 the Court makes that certain by 
stating: 

Petitioners cite our recent decisions in Cities Service Gas Co. v. Peerless Oil 
é Gas Co., 340 U. S. 179, and Phillips Petroleum Co. v. Oklahoma, 340 U. S. 190, 
as authority for the proposition that they may regulate the sales in question here 
and, hence, that such sales are not within the gap which the Natural Gas Act 
was intended to fill, * * *. The Federal Power Commission did not participate 
in the Cities Service and Phillips Petroleum cases, the appellants there did not 
assert a possible conflict with federal authority under the Natural Gas Act, and 
consequently we expressly refused to consider at the time “[w]hether the Gas 
Act authorizes the Power Commission to set field prices on sales by independent 
producers, or leaves that function to the States * * *” 340 U. S., at 188-189. 


The Supreme Court in its most recent pronouncement in Natural 
Gas Pipeline Co. v. Panoma Corporation, et al., 349 U. S. 44, 
reaffirmed its prior decisions by holding: 


We disagree with the contention of the appellees that Cities Service Gas Co. v. 
Peerless Otl & Gas Co., 340 U. S. 179, and Phillips Petroleum Co. v. Oklahoma, 
840 U. S. 190, are applicable here. In those cases we were dealing with constitu- 
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tional questions and not construction of the Natural Gas Act. The latter ques- 
tion was specifically not passed upon in those cases. 


The facts of record in this case, viewed in the light of the deci- 
sions of the Supreme Court interpreting the Natural Gas Act, make 
it plain that petitioners’ sales of natural gas are sales in interstate 
commerce for resale and that the findings and the conclusions of the 
Presiding Examiner must be affirmed in accordance with this opinion. 

The Commission orders: 


Each of the petitions filed herein is hereby denied; the sales of each 
petitioner described in its petition are hereby determined to be subject 
to regulation under the Natural Gas Act, and each of the petitioners 
herein is hereby determined to be a “natural-gas company” by reason 
of the sales described in its petition. 


Commissioner Digby dissenting in part and concurring in part. 


Dicsy, Commissioner, dissenting in part and concurring in part: 

I cannot agree with the holding of the majority of this Commis- 
sion that the Natural Gas Act applies to all sales of natural gas, 
whether to an interstate pipeline company or not, and whether 
occurring before, during, or after production or gathering has been 
completed, solely because some or all of the gas ultimately is trans- 
ported in interstate commerce or sold in interstate commerce for 
resale by an interstate pipeline company. The holding represents 
an unwarranted assumption by this Commission of power not only 
not delegated to it but also specifically denied to it in Section 1 (b) 
of the Act. 

That the majority opinion represents an endeavor to assure juris- 
diction by this Commission over all sales of natural gas ultimately 
transported in interstate commerce, or sold and ultimately resold 
in interstate commerce is apparent from its discussion of the regu- 
lation or taxing of “physical activities, facilities or properties used 
in the production and gathering of natural gas” by a state, and the 
further statement in the Examiner’s decision that: 

It must be concluded, therefore, that in those instances in which a state or 
state commission exercises no control, regulation or limitation upon or over the 
price of gas at the well head, a sale of gas produced therefrom which results in 
the delivery thereof into a stream of commerce in which gas produced at a point 
in one state is transported and sold at a point outside thereof is a sale in inter- 
state commerce of natural gas for resale within the meaning of the Natural Gas 
Act, whether, before, or after, such sale there shall be extracted therefrom liquid 


hydrocarbons and impurities, and whether such gas shall have been dehydrated, 
compressed or otherwise similarly processed. (Emphasis added.) 


Further, the endeavor is made equally apparent inasmuch as the 
Examiner bases the existence of the “gap” upon the non-existence 
of State or Federal regulation of the price of the gas. The “gap” 
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is conceived to be determined by the exercise of power to fix rates 
rather than by existence of power. The Examiner said: “‘Inter- 
state commerce’ as the term is used in the Act is, at least, coexten- 
sive with the ‘gap’ to which the Court referred.” The basic error 
is in making the assumption that it is the assertion and exercise by 
a state of power to fix prices, rather than the existence of the power 
which determines the “gap.” 

Not only does the majority not explain away the clear error of 
the Examiner, but it emphasizes its error when it states (p. 11) : 


The existence or absence of such regulation (with respect to well head prices) 
is not determinative of our jurisdiction over the sales in question. 


Lengthy quotations from IJnterstate Natural Gas Company v. 
Federal Power Commission, 331 U. S. 682, 690, and from Phillips 
Petroleum Co. v. Wisconsin, 347 U. S. 672, serve only to indelibly 
impress how clearly inapposite is the quotation to the proposition 
suggested by the majority. The issue does not concern and never 
has concerned the degree of regulation asserted by a state or its 
opposition to federal regulation; the issue concerns the existence of 
state power at the time the Natural Gas Act was passed. 

The majority determination accords to the decision of the Supreme 
Court in Wisconsin, et al. v. Phillips Petroleum Co., 347 U. S. 672, 
a holding with respect to issues not before the Court. It attributes 
to the Court a reversal by it of specific language in /nterstate Natu- 
ral Gas Company v. Federal Power Commission, supra, with respect 
to the intended scope of Section 1 (b), and it effectively rewrites the 
delegation of power so that the Act is now made applicable to “the 
sale of natural gas for resale in interstate commerce.” 

Recognition must be had that there may be and are sales made 
prior to completion of production or gathering whereby the gas is 
committed to and in interstate commerce. It would not be proper, 
therefore, to fix the point of completion of production and gather- 
ing as a jurisdictional determinant. The use of “business of produc- 
tion or gathering” as a jurisdictional criterion was specifically 
proscribed in the Phillips case. Of necessity, there must be some 
criteria, valid in law and capable of reasonable application by which 
our power shall be measured. Determination whether there has been 
a commitment of natural gas in interstate commerce will not only 
mark the beginning of the interstate commerce by practical as well 
as legal considerations but also permit reasonable administration of 
the Act and give recognition to the clear congressional intention to 
regulate “sales in interstate commerce for resale” as well as to the 
production and gathering exemption. 

It is not enough to state that determination of applicability of the 
Act to the sales in question must recognize the extent to which 
Congress has asserted its power over interstate commerce and that 
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the extent of power is not in issue. The power delegated to this 
Commission with respect to jurisdiction is not co-extensive with the 
power of Congress over interstate commerce. Our function is to 
administer reasonably the Natural Gas Act within the limits of our 
statutory authority. Whether we believe that more effective regula- 
tion could be had with power to regulate all sales of all gas which 
is ultimately consumed in states other than where produced should 
not deter a finding or lack of jurisdiction in proper instances; nor 
should it cause us to make an interpretation which could only be 
made by a juxtaposition of the language of the statute which will 
permit such complete regulation. 

Congress, when it enacted the Natural Gas Act, proscribed juris- 
diction over all sales other than those “in interstate commerce for 
resale.” It did not delegate power to the Commission to regulate 
sales “affecting” imterstate commerce, sales “for” interstate com- 
merce, or sales which may “burden” or “obstruct” or “tend to bur- 
den or obstruct” interstate commerce. The majority, however, assert 
jurisdiction over all such sales. Section 1 (a) of the Act, the 
Declaration of Policy, recites that Congress acted with respect to 
“regulation in matters relating to the transportation of natural gas 
and the sale thereof in interstate and foreign commerce.” The 
scope of regulatory power delegated is specifically set forth in Sec- 
tion 1 (b) of the Act: 


(b) The provisions of this act shall apply to the transportation of natural gas 
in interstate commerce to the sale in interstate commerce of natural gas for 
resale for ultimate public consumption for domestic, commercial, industrial, or 


any other use, and to natural-gas companies engaged in such transportation or 
sale, but shall not apply to any other transportation or sale of natural gas or to 
the local distribution of natural gas or to the facilities used for such distribution 
or to the production or gathering of natural gas. 


The scope of the Act must be determined by application of con- 
stitutional standards recognized at the time of enactment. In Fed- 
eral Power Commission v. Panhandle Eastern Pipeline Company, 
337 U. S. 498, 503, the Court said that the Act’s coverage is deter- 
mined by Section 1 (b) and “does so in the light of the situation 
existing at the time.” In Federal Power Commission v. East Ohio 
Gas Company, 338 U. S. 464, the Court said, with regard to the 
intended scope of the Act (p. 472), “But prior constitutional deci- 
sions, not what we have since decided or would decide today, form 
the measure of the gap which Congress intended to close by this Act. 
Illinois Gas Co. v. Publie Service Co., 314 U. S. 498, 508; and see 
Parker v. Motor Boat Sales, 314 U. S. 244, 250.” 

Determination of “in interstate commerce” cannot rest upon the 
fact that at some subsequent time some of the gas may in some way 
become a part of the stream of natural gas being transported or sold 


94 FEDERAL POWER COMMISSION 


in interstate commerce for resale. Nor is it sufficient that at the 
time of sale there was an awareness that the subject matter of the 
sale would ultimately so move. Bracht v. San Antonio & A. P. R. 
Co. (254 U. S. 489) cited by the majority involved a shipment by 
petitioner from Ingleside, Texas, to himself at Dallas, Texas. When 
the goods reached Dallas he requested shipment to Kansas City. It 
was held that an action against the first carrier would not lie under 
the Interstate Commerce Act as the shipment was purely intrastate 
as far as it was concerned. Yet, if the majority of this Commission 
is correct, the entire movement was a continuous process and the 
first carrier should have been engaged in interstate commerce as 
regards the shipment. The point at which reassignment, in our 
cases resale in interstate commerce to an interstate pipe line, occurs 
is not regarded by the majority as of any significance. The Bracht 
case emphasizes the real meaning of “interstate commerce for resale” 
in the Natural Gas Act. 

Work or services necessary to put the subject matter in a state 
of preparation and readiness for transportation is not of itself work 
or services rendered in interstate commerce. The point of time or 
place at which the journey “in interstate commerce” begins has been 
held consistently to be that point at which the subject matter has 
been “launched on its way to another State, or committed to a com- 
mon carrier for transportation to such State * * *” (Coe v. Errol, 
116 U. S. 517, 528). 

In Oliver Iron Mining Co. v. Lord, 262.U. S. 172, three-fourths 
of the company’s iron ore mining was open pit mining. Empty rail- 
road cars were run from the railroad yards into the pits, loaded and 
returned to the yards, where they were hooked to trains which car- 
ried them into other states. The state levied an occupation tax on 
the company’s mining operations. It was held that the iron ore 
did not enter interstate commerce until after the mining was com- 
pleted. The handling of the railroad cars to and from the mines 
was held to be a part of the mining operations. 

In Chassanoil v. Greenwood, 291 U. S. 584, there was involved an 
ordinance of the City of Greenwood which levied a tax on persons 
engaged in the buying and selling of cotton in that city. Chassanoil 
was engaged in buying cotton in Greenwood for sale and shipment 
to other states and counties. The cotton was grown and ginned in 
various parts of the state and moved to warehouses in Greenwood. 
There the cotton was compressed and sold on warehouse receipts 
to purchasers. When brokers buy the cotton they have orders for 
its sale and delivery in other states. It was contended that all the 
cotton is in interstate or foreign commerce from the moment it 
leaves the gin, or at least from the moment it is purchased in Green- 
wood by the broker. The Court held (p. 587) that, “Ginning cotton, 
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transporting it to Greenwood, warehousing, buying and compressing 
it there, are each, like the growing of it, steps in preparation for 
the sale and shipment in interstate or foreign commerce, but each 
step prior to the sale and shipment is a transaction local to Missis- 
sippi, a transaction in intrastate commerce.” 

In Federal Compress and Warehouse Company v. McLean, 291 
U. S. 17, where a license tax on the operation of cotton compresses 
and warehouse in the circumstances described in Chassanoil v. 
Greenwood was sustained, the Court said (p. 21): 


Its journey interstate does not begin and so it does not become exempt from 
local tax until its shipment to points of destination outside the state. 


The fact that an article is intended for export to another state 
does not render it “in interstate commerce.” Crescent Cotton Oil 
Company v. Mississippi, 257 U. S. 129. 

These decisions must be compared with Currin v. Wallace, 306 
U. S. 1, and United States v. Darby, 312 U. S. 100, wherein the 
issue was the permissible assertion of congressional power under the 
commerce clause. See also Wickard v. Filburn, 317 U. S. 111. 

Federal Trade Commission v. Bunte Brothers, 312 U. S. 349, is 
illustrative of judicial recognition of the sharp line of demarcation 
between existence of Congressional power and exercise of that power. 
In that case, the Federal Trade Commission attempted to apply the 
Act to certain sales. 

The Federal Trade Commission Act, like the Natural Gas Act, 
delegates power to the Commission with respect to matters “in” 
interstate commerce. Holding that the Commission asserted power 
in excess of that delegated by Congress, the Court said (p. 355) : 

An inroad upon local conditions and local standards of such far-reaching 
import as is involved here, ought to await a clearer mandate from Congress. 
The problem now before us is very different from that which was recently pre- 
sented by United States v. Darby [312 U. S. 100]. We had there to consider 
the full scope of the constitutional power of Congress under the Commerce 
Clause in relation to the subject matter of the Fair Labor Standards Act. This 
case presents the narrow question of what Congress did, not what it could 
do. And we merely hold that to read “unfair methods of competition” in 
[interstate] commerce as though it meant “unfair methods of competition in any 
way affecting interstate commerce,” requires, in view of all relevant considera- 
tions, much clearer manifestation of intention than Congress has furnished. 


Eureka Pipe Line Company v. Hallanan, 257 U. S. 265, United 
Fuel Gas Co. v. Hallanan, 257 U. S. 277, and Dahnke-Walker Mill- 
ing Co. v. Bondurant, 257 U. S. 282, do not provide a different 
criteria. In each case the subject matter related to a course of busi- 
ness, or transaction which was an inherent part of such business, 
having as its purpose transportation of goods in interstate commerce. 

In the Eureka Pipeline Co. and United Fuel Gas Co. cases the 
State of West Virginia prohibited transportation of oil in pipelines 
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unless a charge of 2¢ per barrel had been paid. The charge was 
not upon the producer but upon the pipeline company which oper- 
ated a pipeline in West Virginia which connected with and trans- 
ported oil to pipelines in Ohio, Kentucky and Pennsylvania. The 
companies were required by law to keep enough oil in tanks and 
pipes to satisfy credits for oil purchased but not tendered for ship- 
ment. The court held that “the pipeline company, not the producer, 
was the master of the destination of any specific oil. Therefore, its 
intent and action determined the character of the movement from 
its beginning and neither the intent nor the direction of the move- 
ment changed.” The charge was held invalid as a regulation of 
interstate commerce. 

The case does not hold that each sale by the producer was in 
interstate commerce. It holds merely that where the business (trans- 
portation of oil) is predominately interstate, the intrastate sale 
of oil could not render the business intrastate. This basic principle 
of law has long been recognized. 

In the Dahnke-Walker Milling Company case, plaintiff, a Ten- 
nessee flour and feed mill operator, contracted with defendant at 
Hickman, Kentucky, for the purchase and sale of a crop of wheat, 
payment to be made in Kentucky and delivery to be on board cars 
of common carriers to be shipped to Tennessee. . The defense as- 


serted to an action for breach of contract was that plaintiff had not 
complied with a Kentucky statute imposing requirements upon a 
foreign corporation doing business within the state and that the 
contract was made in the course of intrastate business. 

The Court held that the nature and purpose of the transaction was 
doing business in interstate commerce. It was said (p. 290): 


* * * Where goods are purchased in one State for rransportation to another, 
the commerce includes the purchase quite as much as it does the transportation. 


Further, the Court stated (p. 291): 


* * * Tn no case has the court made any distinction between buying and selling 
or between buying for transportation to another State and transporting for sale 
in another State. Quite to the contrary, the import of the decisions has been 
that if the transportation was incidental to buying or selling it was not material 
whether it came first or last. 


The foregoing is clear recognition that the intent of the con- 
tracting parties to commit the goods in interstate commerce is a con- 
trolling factor. The contract involved in this case is a parallel to 
the contracts for the sale of natural gas between Humble and El 
Paso, which sale I hold to be in interstate commerce because there 
is a commitment of the gas to an interstate pipeline company. 

The error of the majority in determining that the “gap” is to be 
measured by failure by a State to exercise power, and accordingly, 
holding Congressional exercise of power to embrace all sales be- 
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comes more apparent when the specific exemption of production or 
gathering and decisions of the Supreme Court with regard thereto 
are considered. The decisions indicate that Congress intended “in 
interstate commerce” to refer to sales of natural gas to interstate 
pipeline companies for resale. 

The Court, in Federal Power Commission v. Hope Natural Gas 
Company, 320 U. S. 591, said, with respect to the evils intended by 
Congress to be remedied by the Act (p. 610): 

* * * The investigation of the Federal Trade Commission had disclosed that 
the majority of the pipeline mileage in the country used to transport natural 
gas, together with an increasing percentage of the natural gas supply for pipe- 
line transportation, had been acquired by a handful of holding companies. State 
Commissions, independent producers, and communities having or seeking the 
services were growing quite helpless against these combinations. These were 
the types of problems with which those participating in the hearings were pre- 
occupied. Congress addressed itself to those specific evils. (Emphasis added.) 

Thus, the production and gathering of natural gas was not that 
portion of the natural gas industry which was the source of evils 
sought to be remedied. Further, “The Act was drawn with meticu- 
lous regard for the continued exercise of State power, not to handi- 
cap or dilute it in any way.” Panhandle Eastern Pipe Line Co. v. 
Publie Service Commission, 332 U. 8. 507, 518. The scheme was of 
cooperative action between Federal and State agencies. 

The Court, in Colorado Interstate Gas Company v. Federal Power 
Commission, 324 U. S. 581, did not pass on the issues here presented. 
It did hold that the Section 1 (b) exemption was to be given mean- 
ing. It stated (p. 603) that the provision precludes the Commission 
from any control over the activity of producing or gathering nat- 
ural gas.” 

In Federal Power Commission v. Panhandle Eastern Pipe Line 
Company, 337 U. S. 498, the Commission sought to restrict the pro- 
duction and gathering exemption to purely physical activities of 
production and gathering. The Court held, however (p. 504), that 
such a narrow meaning could not be ascribed to the words. 

The Court, in /nterstate Natural Gas Company v. Federal Power 
Commission, supra, recognized (p. 690) that there are sales “though 
technically consummated in interstate commerce,” which may be 
“made during the course of production and gathering and are so 
closely connected with the local incidents of that process as to render 
rate regulation by the Federal Power Commission inconsistent or 
a substantial interference with the exercise by the State of its 
regulatory functions” that the jurisdiction of the Federal Power 
Commission does not attach. (Emphasis added.) 

The majority of this Commission, however, refuses to recognize 
the existence of any sales of natural gas which is ultimately resold 
in interstate commerce which are not subject to the jurisdiction of 
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the Commission. The PAéllips decision did not disapprove or nega- 
tive the language of a unanimous court in the J/nterstate case. To 
the contrary, it cited and relied upon the case as controlling. 

Acceptance of the hypothesis of non-jurisdictional sales in pro- 
duction and gathering defeats the hypothesis or assumption of the 
completeness of Commission jurisdiction with regard to all sales of 
natural gas where at least some portion of such gas eventually finds 
its way into the full-stream of interstate commerce in the trans- 
mission lines of an interstate transmission pipeline company. 

The /nterstate case, as such, merely holds, as does the Phillips 
case, that sales by a producer to an interstate pipeline company are 
subject to regulation under the Act. 

In Jnterstate Natural Gas Company v. Federal Power Commis- 
sion, supra, the nature of the purchases for sales was described as 
follows (pp. 684-5) : 


Gas produced from petitioner’s wells flows into petitioner’s system of field 
pipe lines, moving first into branch lines, then into trunk lines, and finally into 
the main trunk lines from which delivery is made to the three purchasing com- 
panies. During the course of this movement, petitioner purchases gas from other 
producers in the field which gas is introduced into petitioner’s system at desig- 
nated points and is there commingled with the gas moving from petitioner’s own 
wells. By far the larger part of the gas so purchased by petitioner has been 
gathered from various wells of the selling companies before delivery to petitioner 
is made. The gas moves through petitioner’s system at well pressure. Shortly 
after the sales in question are completed, the gas is directed through the com- 
pressor stations of the purchasing companies and is there subjected to increased 
pressure in order that it may be moved to markets as far distant as Illinois. 
The entire movement of the gas from the wells to the purchasing companies 
through the compressor pumps and across the state lines is a continuous process 
without interruption for storage, processing or for any other purpose. All the 
gas sold in these transactions is destined for ultimate public consumption in 
States other than Louisiana. 


With respect to such sales, the Court concluded (p. 688) : 


Clearly the sales in question were a part of commerce being carried on between 
points in Louisiana and points in other States. There is nothing in that language 
to suggest that Congress intended that sales consummated before the gas crosses 
a State line should not be regarded as being “in” such commerce. 


Regarding production and gathering, the Court said (p. 692) : 


The gas moved by petitioner to the points of sales consisted of gas produced 
from petitioner’s wells commingled with that produced and gathered by other 
companies and introduced into petitioner’s ‘pipeline system during the course of 
the movement. By the time the sales are consummated, nothing further in the 
gathering process remains to be done. We have held that these sales are in 
interstate commerce. It cannot be doubted that their regulation is predomi- 
nantly a matter of national, as contrasted to local concern. 


Speaking with respect to the /nterstate ease, the Court in the 
Phillips case remarked (pp. 680-1), that it had based its decision 
“on the broader ground that sales in interstate commerce for resale 
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by producers to interstate pipeline companies do not come within 
the ‘production or gathering’ exemptions.” (Emphasis supplied.) 

The Supreme Court in Natural Gas Pipe Line Company of Amer- 
ica v. Panoma Corporation, 349 U. S. 44, decided April 11, 1955, 
clearly evidenced the intended holding of the Phillips case when it 
stated : 


In this case Oklahoma has attempted to fix a minimum price to be paid for 
natural gas, after its production and gathering has ended, by a company which 
transports the gas for resale in interstate commerce. We held in Phillips Petro- 
leum Company v. Wisconsin, 347 U. S. 672, 74 S. Ct. 792, 98 L. Ed. 1035, that 
such a sale and transportation cannot be regulated by a State but are subject 
to the exclusive regulation of the Federal Power Commission. The Phillips case, 
therefore, controls this one. [Emphasis supplied.] 


The majority, however, seeks to read into that decision a determina- 
tion of issues not before the Court. 

The foregoing considerations lead to but one logical conclusion, 
viz., that the sales intended to be embraced by the Natural Gas Act 
are those by which natural gas is committed to interstate commerce. 
Otherwise, Congress has asserted its power over interstate commerce 
to the fullest as regards all matters incident to production or gather- 
ing save the regulation of the physical production and protection of 
correlative rights. This the Supreme Court has held it did not do. 

The instant proceedings present for determination the jurisdic- 
tional status of several types of sales of natural gas. 

The petition of Humble Oil & Refining Company seeks status 
determination with respect to sales of casinghead gas. The sales 
may be divided into three appropriate categories: 

(1) Sales to a plant operator not an interstate transmission 
company under a standard casinghead gas contract (Ex. 26) ; 

(2) Sales to an interstate pipeline company (El Paso Natural 
Gas Company) under the El Paso form of casinghead gas contract 
(Ex. 27) ; and 

(3) Sales to a producer and gatherer not also an interstate trans- 
mission company pursuant to division orders (Ex. 28). 

The petition of Shell Oil Company seeks status determination with 
respect to sales of casinghead gas and gas well gas. The sales may 
be divided into three appropriate categories: 

(1) Sales of casinghead gas to a producer and gatherer not also 
an interstate transmission company (Phillips Petroleum Company) ; 

(2) Sales of casinghead gas to one who is or upon commence- 
ment of sales will be an interstate. transmission company (Texas 
Gas Pipeline Corporation) ; and 

(3) Sales of gas well gas to one who is or upon commencement 
of certain sales will be an interstate transmission company (Texas 
Gas Pipeline Corporation). 
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The petition of Deep South Oil Company of Texas seeks status 
determination with respect to sales of casinghead gas and full- 
stream gas. The sales may be divided into three appropriate 
categories: 

(1) Sales of casinghead gas to a producer and gatherer not also 
an interstate transmission company (Texas Gas Corporation) ; 

(2) Sales of full-stream gas to a producer and gatherer not also 
an interstate transmission company (Texas Gas Corporation) ; and 

(3) Sales of gas from a gas distillate well to one who is an inter- 
state pipeline transmission company (United Gas Pipe Line Com- 
pany). 

The sales made by Humble all covered casinghead gas, or gas 
produced in association with oil from oil wells. Humble’s typical 
operations for producing raw casinghead gas include the passage of 
the mixture of oil and gas which issues from the wellhead through 
flow lines from the respective wells to the lease separator. The crude 
oil and heavier liquids settle to the bottom of the separator and are 
drained off leaving a gaseous mixture of hydrocarbons known as 
raw casinghead gas. 

We are here concerned only with the disposition of the casing- 
head gas, the principal component of which is methane (Tr. 137), 
the same material which constitutes fuel gas, the bulk of gas in in- 
terstate transmission lines (Tr. 138, 376). The record is replete with 
testimony establishing that safe and efficient movement of the gas 
through transmission lines requires that the compound be processed 
to remove those elements and that casinghead gas cannot be com- 
pressed and transported to the markets until this has been done. 
In addition, the various hydrocarbons constituents of the casinghead 
gas have intrinsic value which makes their recovery economically 
desirable (Tr. 376). Only the residue gas, composed principally 
of methane, is suitable for domestic and industrial use (Tr. 376). 

Humble, in each of the 48 transactions under consideration, dis- 
poses of the casinghead gas by sale and delivery thereof through a 
meter at or near the lease separator. 

The commodity sold and delivered to the purchaser at this point 
is a gaseous compound made up of numerous hydrocarbons. The 
price to be paid for the casinghead gas is based upon the amounts 
received by the processor from his sale of the liquid products re- 
covered from the compound plus a portion of the net proceeds from 
his sale of any remaining residue gas. 

The casinghead gas at the point of delivery passes into the “plant 
gathering lines” of the purchaser, and moves, commingled with 
casinghead gas from other leases, into a gas processing plant. In 
the plant the mass of casinghead gas is put through various mechan- 
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ical and chemical operations which result in the segregation of the 
various hydrocarbon constituents and the removal of objectionable 
impurities and foreign material from the residue gas. The residue 
gas or methane is then ready for delivery to market. 

All of the casinghead gas sold by Humble follows the above- 
outlined course from the wellhead to the outlet of the processing 
plant. The categorical differentiation noted at the outset arises 
from differences in the type of purchaser and differences in the 
type of contract of sale. 

In the first category, covering 36 sales, the purchaser is a plant 
operator, engaged in the business of purchasing and at times pro- 
ducing casinghead gas, gathering and processing said gas, and selling 
the resulting products at the outlet of the plant. The sales to the 
plant operator are made pursuant to Standard Form Casinghead 
Gas Contracts (Ex. 26; Tr. 396). Title and control pass at the 
point of delivery, at or near the lease separator, with the exception 
of two deliveries which are made 2,000 or 3,000 feet from the sep- 
arator on or adjoining Humble’s lease (Tr. 397). Consideration is 
based upon the proceeds received from the plant operator’s sales, 
and the richness and volume of casinghead gas delivered from the 
lease (Tr. 398). Disposition of the residue gas is not within the 
control of Humble. ‘The purchaser may dispose of such gas as it 
pleases. It may commit some or all of the gas “in interstate com- 
merce” or it may not. 

This sale precedes gathering, processing and recovery. of the 
merchantable fuel gas product which is fit to be committed to inter- 
state transmission; it precedes the sale which does commit some or 
all of such gas in interstate commerce. It cannot be said to be a 
“sale im interstate commerce of natural gas for resale for ultimate 
public consumption for domestic, commercial, industrial, or any 
other use * * *.” Such sale is patently not the type of sale held by 
the Supreme Court to be within the scope of the Natural Gas Act in 
the Phillips and /nterstate cases. 

The second category covers sales to an interstate pipeline com- 
pany (El Paso Natural Gas Company) pursuant to a contract 
known as the El Paso form of casinghead gas contract (Ex. 27). 
The interstate pipeline company owns and operates the processing 
plant and has the right under the contract to take all surplus 
residue gas resulting from said processing into its pipe line. The 
revenue to be received by the producer for the casinghead gas is 
arrived at in substantially the same manner as in the Standard 
Form Casinghead Gas Contract, the exception being that the revenue 
to be received for sales of residue gas is a fixed amount depending 
upon the depth of the producing formation and the date of taking. 
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Title and control pass at the point of delivery at or near the lease 
separator. 

The distinguishing feature of the sales to El Paso is the con- 
tractual provision whereby all residue gas is committed to interstate 
transmission. A sale of this type, made pursuant to a contract 
executed between a working interest owner, or a lease or unit 
operator having power under an operating agreement to make such 
sale, and an interstate transmission pipeline company whereby the 
gas is committed to the interstate transmission system, appears to 
be the type of sale contemplated by the Natural Gas Act as in- 
terpreted by the Phillips decision, 347 U. S. 672, and, therefore, 
subject to the jurisdiction of the Commission. 

The third category of Humble’s transactions covers the sale by 
a lease operator of gas attributable to non-operating working in- 
terests owned by Humble. These sales are made pursuant to division 
orders. The particular division order here is known as the Phillips 
division order and authorizes the lease operator to dispose of, either 
by purchase or sale, Humble’s share of casinghead gas along with 
other casinghead gas produced from the lease (Ex. 28). The lease 
operator in those instances contracts with the purchaser, a plant 
operator not engaged in interstate transmission, for the sale of all 
casinghead gas produced from the lease. Humble’s transactions in 
connection therewith, not being a commitment into an interstate 
transmission system, would also fall outside the scope of the Natural 
Gas Act. 

Shell Oil Company is seeking status determination with respect 
to sales of both casinghead gas and gas well gas, These sales fall 
into three categories. 

The first category covers sales of casinghead gas produced from 
19 oil wells in the McElroy Field, Crane and Upton Counties, Texas. 
The operations necessary to the production of this casinghead gas 
are substantially the same as those hereinbefore outlined in describ- 
ing Humble’s sales of casinghead gas. Shell sells to Phillips 
Petroleum Company, which gathers and processes the casinghead gas 
produced from Shell’s leases, together with casinghead gas from 
other leases. Delivery is made through a meter adjacent to the 
separator on the Shell lease (Ex. 11). Phillips, after processing, 
markets the products and residue gas in both intra and interstate 
commerce. 

This sale by Shell is analogous to the sales in the first category 
by Humble, and, therefore, falls within the same jurisdictional 
ruling, i. e., not subject to the jurisdiction of the Commission. 

Shell also proposes to make sales of gas produced in the Nome 
Field, Jefferson County, Texas, to Texas Gas Pipe Line Corpora- 
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tion, an interstate transmission company (Tr. 117). The sales from 
this field to Texas Gas Pipe Line have been hereinbefore categorized 
as two distinct types of sales, one covering.casinghead gas and the 
other covering gas well gas. However, since both types of sales 
are covered by one contract (Ex. 9), they should be treated as one 
category. 

It is significant in an analysis of Shell’s sale of gas, both casing- 
head and gas well gas, to Texas Gas Pipe Line to note that Texas 
Gas Pipe Line Corporation is a subsidiary of Texas Gas Corporation 
(Tr. 85, 99). The parent company in this instance owns the process- 
ing plant through which the gas to be purchased by Texas Gas 
Pipe Line must flow to be processed and prepared for the interstate 
transmission and ultimate industrial and domestic use (Tr. 100). 

By the terms of the gas sale contract between Shell Oil Company, 
as Seller, and Texas Gas Pipe Line Corporation, as Buyer, Shell 
“commits” to the performance thereof all of its “interest in gas in 
the non-associated gas reservoirs and in the associated gas or gas 
caps and the casinghead gas to be produced from the oil reservoirs 
situated in the Nome Field * * *.” (Ex. 9.) Thus, Shell’s sales 
from the Nome Field are to an interstate transmission pipe-line 
company, and, being committed to interstate commerce, are within 
the class of sales hereinbefore indicated as properly jurisdictional. 

Deep South produces gas from both distillate and oil wells in the 
Big Hill Field, Jefferson County, Texas, which it sells to Texas Gas 
Corporation. Gas from a distillate well is known as “wet gas” or 
“full stream gas.” It differs from casinghead gas principally in 
that it contains hydrocarbons of such nature that they condense at 
normal atmospheric pressure, whereas casinghead gas is produced 
in association with oil. 

Texas Gas Corporation, the purchaser of gas produced by Deep 
South from the Big Hill Field, is engaged in the business of gather- 
ing and processing gas in the State of Texas, for resale to both intra 
and interstate transmission pipe-line companies. It owns and oper- 
ates extensive facilities in this connection all within the State of 
Texas. 

The sale by Deep South to Texas Gas Corporation of both casing- 
head and full stream gas is made pursuant to a single gas purchase 
contract. (Ex. 13.) The contract provides for delivery at the well 
and for a fixed price per Mcf for “separator overhead gas.” Deep 
South’s reserves are dedicated to the performance of this contract, 
but title and control pass to Texas Gas Corporation at the point of 
delivery. The record indicates that Texas Gas Corporation without 
knowledge or consent of Deep South subsequently dedicated (com- 
mitted) the reserves covered by its contract with Deep South to 
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the performance of Texas Gas Corporation’s contract of sale to 
Texas Eastern Transmission Company, an interstate transmission 
pipe-line company. (Tr. 189-191.) 

The above described sale by Deep South, though hereinbefore 
divided into two categories, may be treated as one for the purpose of 
status determination. It is comparable to the sales in the first 
category by both Humble and Shell and the status determination 
thereof is controlling this sale by Deep South, i. e, non-juris- 
dictional. 

The third category of sales by Deep South covers production from 
a gas distillate well in the Refugio Field, Refugio County, Texas, 
which is sold to United Gas Pipe Line Company, an interstate trans- 
mission pipe-line company. The contract under which this sale 
is made (Ex. 16) provides for delivery at an appropriate point on 
United’s line and for payment at a fixed price per Mcf. Delivery 
is made at the edge of Deep South’s lease (Tr. 335), about 500 to 
600 feet beyond the separator. (Tr. 347.) United then moves the 
gas to a plant for processing after which it moves the residue gas 
to its compressor station at Refugio (Tr. 336). The record shows 
that the commingled gas stream that moves out of the compressor 
station goes into United Gas Pipe Line’s “system” (Tr. 349 and 
350). No evidence was offered relative to United’s system. In this 
respect the majority properly conclude that the burden was upon 
Deep South to establish that the gas so sold was not transported 
or sold in interstate commerce for resale. 

This sale made pursuant to a contract by which Deep South 
“commits” its gas to an interstate transmission pipe-line company 
is analogous to Humble’s sale to El Paso and Shell’s sale to Texas 
Gas Pipe Line Corporation, and must receive similar jurisdictional 
determination. 

Having regard for the history of the legislation, the existing 
evils sought to be remedied thereby, the intention not to invade the 
power of the several states, the very pertinent language of the Court 
in the Panhandle cases, particularly 337 U. S. 498, the Jnterstate 
case and the Colorado Interstate case, it must be concluded that 
Congress did not intend “in interstate commerce” to embrace in all 
instances the movement of the methane through the sands toward the 
well bore, through the well pipe, separators, dehydrators, scrubbers, 
and many other pieces of processing equipment, the outlet side of 
a processing plant into a transmission line of the interstate trans- 
mission company and on to the ultimate burner tips. 

The majority has determined that, in every instance where it can 
be demonstrated that any part of natural gas sold at a well head 
may become a part of a commingled stream which crosses a state 
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line, the sale of the entire amount is a sale in interstate commerce 
for resale. Great reliance is placed upon the testimony of Mr. 
Schilthuis, a witness for Humble Oil & Refining Company; it is 
said (p. 85) that his testimony is “most conclusive”. It is conclusive 
only that at some future time some other company may effect a 
sale of some part of the gas to an interstate pipe-line company. 
The issue is whether the sale itself is in interstate commerce, not 
whether some subsequent sale is in interstate commerce. 

It is clear that Congress intended there should be a line of de- 
marcation having a penumbra of sufficient breadth to permit reason- 
able administration of the Act in the public interest without effec- 
tively negating the exemption of production or gathering and, at 
the same time, to give full recognition and effect to the salutary 
purposes of the Act. Certainly, it would appear proper to hold that 
in those instances where sales of natural gas are made pursuant to 
a contract executed by and between the owner of a working interest, 
or by an operator pursuant to power contained in an operating agree- 
ment, and an interstate pipe-line transmission company, there has 
been a commitment of natural gas “in interstate commerce” for 
resale and the jurisdiction of the Commission attaches. Also, in 
those instances where sales of natural gas are made pursuant to a 
contract executed by the owner of a working interest or by an 
operator pursuant to power in an operating agreement, dedicating 
his share of all natural gas to be produced from designated reserves 
to an interstate pipe-line transmission company, there has been a 
commitment of natural gas “in interstate commerce” and the juris- 
diction of the Commission attaches. 

The broad language in the PaAillips case, viz., “Commission 
jurisdiction over the rates of all wholesales of natural gas in inter- 
state commerce, whether by a pipe-line company or not and whether 
occurring before, during or after transmission by an interstate 
pipe-line company”, cannot properly be considered as holding that 
the flow of natural gas from the sands and through the well is “in 
interstate commerce” and thus the sale at the wellhead is, in all 
instances, a sale in interstate commerce for resale, merely because 
some portion or all of the gas may ultimately find its way into the 
interstate pipe-line transmission company’s lines. To so hold ef- 
fectively rewrites pertinent Sections of the Act to redefine our 
jurisdiction to encompass “sales of natural gas for resale in inter- 
state commerce” or “sales of natural gas ultimately resold in inter- 
state commerce.” 


468917- 
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In THE MATTERS OF 


DIXIE PIPE LINE COMPANY, G-2401; SOUTHEASTERN 
DRILLING COMPANY, G-2693, G-6807; THE GWIN COM- 
PANY, G-2694; LAUREL ROYALTY COMPANY, G-2695, 
G-6807; I. P. LARUE, ET AL., G-2696, G-6807; C. M. DOR- 
CHESTER, G-2697, G-6807; F. D. HARRELL AND B. D.: 
MORTIMER, G-2698, G-6807; J. K. WRIGHT, G-2699, G-6807; 
A. M. CROWELL, G-2700, G-6807; J. K. WRIGHT, JR., G-2701, 
G-6807; G. G. GREEN, G-2702, G-6807; D. WHITAKER, ET 
AL., G-2703, G-6807; P. G. LAKE, G-2704, G-6807; C. R: 
RIDGWAY, ET AL., G-2705, G-6807; DURBIN BOND AND 
COMPANY, INC., G-2706, G-6807; D. WHITAKER, G-2707, 
G-6807; C. L. MORGAN, G-2708, G-6807; I. P. LARUE AND 
G. G. STANFORD, G-2709, G-6807; ROBERT C. HYNSON, 
G-2710, G-6807; CARTER FOUNDATION PRODUCTION CO., 
G-2711, G-6807; GREIF RAIBLE, G-2768, G-6807; HUMBLE 
OIL & REFINING COMPANY, G-3105 


Opinion and Order Denying Applications under Sections 
7 (b) and 7 (c) of the Natural Gas Act 


September 9, 1955* 


Syllabus 


1. A gas producer may not remove his gas from a stream of gas which is being 
sold directly to an interstate pipeline for resale and for transportation in 
interstate commerce without first obtaining the approval of the Commission. 
P. 112. 

2. Commission jurisdiction is not limited by contractual rights vested under state 
law, since conformance to a Federal law prior to the exercise of a right 
granted by‘a state statute is inherent in the dual nature of our govern- 
mental system. P. 112. 

3. Sales made at or near the wellhead, prior to gathering and processing, are 
sales in interstate commerce for resale and thus subject to Commission 
jurisdiction. P. 113. 

4. Commission denies the application for abandonment because the abandonment 
would be achieved only through increased costs to the pipeline companies 
and additional expenditures for the rendition of such service. P. 114. 

5. Company may not apply for and receive a certificate of public convenience 
and necessity to render a lesser service in the absence of an application 
pursuant to section 7 (b) to abandon that portion of the service not in- 
cluded in its application. P. 114. 

6. Commission denies the joint producer application for permission and approval 
to terminate the sale of gas in interstate commerce. P. 115. 


* Designated Commission Opinion No. 285. 
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Diesy, Commissioner, concurring. 

Russell Allen, George J. Meiburger, and Richard J. Connor of 
Gallagher, Connor and Boland for Dixie Pipe Line Company, the 
Gwin Company, and all other applicants except Humble Oil & 
Refining Company. 

Bernard A. Foster, Jr. of Ross, Marsh & Foster, Carl Illig, Rew 
G. Baker, and Nelson Jones for Humble Oil & Refining Co. 

Phebe Eppes Gordon and William J. Grove for the staff of the 
Federal Power Commission. 


By THE CoMMISSION: 
OPINION 


These proceedings are before the Commission on exceptions to the 
Presiding Examiner’s Decision which (1) held the Commission had 
no jurisdiction over wellhead sales of natural gas and accordingly 
denied producer applications for abandonment of service and for 
certificates of public convenience and necessity authorizing sales to 
an interstate pipe-line company, and (2) issued certificates of public 
convenience and necessity to two natural gas companies. 

Oral argument upon all issues presented has been had. We are 
of opinion that the Decision contains basic error of law and that 
exceptions thereto must be sustained. 

Similar applications in nineteen dockets, Docket Nos. G—2693, 
G-2695 through G-2711, and G—2768, were ‘filed. with the Commis- 
sion September 8 and 14, 1954, by certain owners of working 
interests in pooled units in the Gwinville Field, located in Simpson 
and Jefferson Davis Counties, Mississippi, for certificates of public 
convenience and necessity pursuant to Section 7 (c) of the Natural 
Gas Act (Act) authorizing applicants? to sell natural gas to The 
Gwin Company (Gwin). Gwin, a proposed field gatherer, filed an 
application in Docket No. G—2694 on September’ 8, 1954,° for a 
certificate pursuant to Section 7 (c) authorizing it to sell natural 
gas to Dixie Pipe Line Company (Dixie). Dixie, on April 2, 1954, 
filed an application in Docket No. G—2401, as supplemented by 
further filings in connection therewith dated May 3, May 27, May 
28, September 15, and October 25, 1954, as the intended connecting 
transporter between Gwin and the main-line purchaser, Trans- 
continental Gas Pipe Line Corporation (Transco), for a certificate 
pursuant to Section 7 (c) authorizing Dixie to sell and deliver 
natural gas to Transco in Jefferson Davis County, Mississippi. A 

1 All of these applications were filed September 8, 1954, except that in G-2768 (Greif 
Raible) which was filed September 14, 1954. 

2 Hereinafter sometimes referred to as the “producer applicants” and their several appli- 
cations as the “producer applications.” 


3 Supplemented by additional matters filed November 8, 1954, pertaining to an exhibit 
attached to its application. 
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joint application in Docket No. G-6807 was filed by the producer 
applicants December 12, 1954, assertedly in aid of the applications 
in the foregoing nineteen dockets (G—2693, G—2695 through G-2711, 
and G-2768, supra) for permission and approval of the Commission 
pursuant to Section 7 (b) of the Act to abandon service or terminate 
sales by others of applicants’ natural gas to Southern Natural Gas 
Company (Southern). There is also presented an application in 
Docket No. G-3105 filed by Humble Oil & Refining Company 
(Humble) on September 24, 1954, as amended January 18, 1955, for 
a certificate pursuant to Section 7 (c) authorizing Humble to con- 
tinue the sale to Southern of only that natural gas produced from 
oil and gas leases owned by it in the Gwinville Field, Mississippi. 

Hearings commenced January 17, 1955, and concluded February 
2, 1955. Nine gas distribution companies which are customers of 
Transco,* the New York Public Service Commission, and Southern 
participated as interveners in the appropriate dockets herein. There- 
after, initial briefs were filed on behalf of all applicants, a number 
of interveners, and Commission Staff Counsel, and reply briefs were 
filed on behalf of Southern and the producer and associated ap- 
plicants (Dixie, Gwin). 

The Presiding Examiner, in his decision issued on June 13, 1955, 
held that the producer applications, including that of Humble, for 
certificates of public convenience and necessity filed pursuant to 
Section 7 (c) and the joint producer application for permission to 
abandon service filed pursuant to Section 7 (b) should be dismissed 
for want of jurisdiction, and that Gwin and Dixie each are qualified 
applicants, able and willing properly to do the acts and to perform 
the services proposed, which services are required by the public 
convenience and necessity, and that appropriate certificates issue. 

The Gwinville Field is integrated pursuant to the Mississippi 
compulsory pooling statute into drilling units of approximately 
320 acres each. Owners of working interests in any given unit 
share in the production therefrom in proportion to their interest in 
the whole. The physical operations of production and delivery in 
each unit are carried on by an operator selected by the interest 
owners. The respective rights, privileges, duties, and obligations 
of the parties inter se are governed by a document known as an 
operating agreement. 

Humble is the operator of the majority of these units (Tr. 1057) 
and, as such, sells and delivers the gas produced to Southern at or 
near the wellhead pursuant to a contract dated June 10, 1947, be- 


4 Brooklyn Union Gas Co., Brooklyn Borough Gas Co., Long Island Lighting Co., Kings 
County Lighting Co., Consolidated Edison Company of New York, Public Service Electric 
and Gas Co., South Jersey Gas Co., United Gas Improvement Co., and Philadelphia Elec- 
tric Co. 
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tween Humble and Southern (Item B). Southern also has gas 
purchase contracts with other operators in the field (Tr. 1056-57). 
Under these contracts Southern has been purchasing all of the gas 
produced by the operators in the Gwinville Field with the exception 
of that which might be required for lease operations or drilling 
purposes (Tr. 1056). The gas delivered to Southern includes all of 
the production attributable to the interests owned by the producer 
applicants in this proceeding. Southern is currently paying the 
producers 8 cents per Mcf at 16.7 psia (Tr. 903, Item B). 

The right of the non-operators to take their proportionate share 
of production in kind is set forth in the operating agreement ® 
(Ex. 2) as follows: 


Each party hereto retains the right and privolege (sic.), subject to the provi- 
sions of Section 11 hereof, to take in kind its porportionate (sic.) share of the 
gas produced and saved from the Pooled Unit by Operator, but in such event, any 
Non-Operator, so electing to take and receive its proportionate share thereof in 
kind, shall give Operator written notice of the time it desires to receive its 
proportionate share of such gas so produced and saved from the Pooled Unit 
and shall, at its sole cost and expense, provide adequate facilities for receiving 
its proportionate share of such gas so produced and saved, and shall bear and 
pay any extra expense incurred by Operator in delivering same separately to 
Non-Operator; provided, however, that in the event any Non-Operator so elects 
to take and receive its proportionate share of said gas in kind, it shall thereafter 
during the entire period that Operator may be selling its proportionate share 
of said gas separately under any contract or arrangement, be obligated to take 
and receive currently as produced such Non-Operator’s entire proportionate share 
of all of the gas produced and saved, by Operator from said Pooled Unit. 


The operating agreement also contains the following language: 


Should any Non-Operator who is required to take or receive its gas currently 
under the preceding paragraph fail to do so or fail or refuse to continue to do 
so, then Operator shall have the right and power, but shall not be required or 
obligated, to sell the proportionate share of the gas produced from the Pooled 
Unit which is allocated to such Non-Operator’s Pooled Leases or any portion 
thereof not taken and received currently in kind by said Non-Operator, such 
sale to be made at such price and upon such terms and provisions as Operator 
may determine in its discretion; provided, however, that every contract or 
arrangement for the sale of such gas shall be cancellable at the will of said 
Non-Operator. 


The agreement also provides for payment of costs by all working 
interests, the operator as well as the non-operator, of the jointly 
owned facilities and the operating expenses thereof. 

The contract between Southern and Humble (Item B) in Article I, 
Gas Sold and Purchased, states: 


Within the minimum and maximum quantity of gas hereinafter specified, * * *, 
this agreement shall apply to all merchantable natural gas that may be produced 


5 Exhibit No. 2 was introduced in evidence as being a typical operating agreement in 
the Gwinville Field. 
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from all wells now drilled or which may hereafter be drilled on all lands and 
leaseholds now or hereafter owned by Seller (Humble) located in the Gwinville 
Gas Field as now defined, or as it may be extended, and all of Seller’s propor- 
tionate part of all merchantable natural gas that may be produced from unitized 
or pooled lands and leaseholds owned or controlled by Seller, and the propor- 
tionate part of such gas which belongs to other owners and leaseholders in such 
unitized or pooled lands and leaseholds which Seller has or shall hereafter from 
time to time have the right to market under the terms of the pooling unitization 
or joint operating agreements or other arrangements to which Seller and such 
others are parties and which such other parties have not, or from time to time 
do not, elect to take in kind or otherwise to dispose of * * * [Emphasis supplied. ] 


The negotiations which have culminated in the instant proceeding 
point up the marked intent of the producer applicants to sell their 
gas to Transco. It is equally clear that the interrelated corporate 
structure was created for the purpose of effectuating this intention. 

Certain of the producer applicants, in the spring of 1953, “be- 
came dissatisfied with the price which (they) were receiving for 
gas and on several occasions—discussed—means and methods of ob- 
taining a more satisfactory and reasonable price for gas.” (Tr. 363.) 
As a result of these discussions, I. P. LaRue, Jr., and his father, 
producer applicants herein, approached Transco with the view of 
negotiating gas purchase contracts with that company anticipating 
exercise of the right to take their gas in kind. (Tr. 363.) Transco 
was desirous of purchasing the gas but declined to construct facilities 
to transport the gas from the field to its transmission line. (Tr. 
363.) Southern was at no time contacted by the producer applicants. 
(Tr. 491.) 

Mr. LaRue, Jr., and his father, pursuant to the discussions with 
Transco, sought to interest others and to organize a corporation 
which would purchase the gas from the producer applicants and 
transport and sell it to Transco. (Tr. 363, 494.) Such corporation, 
The Gwin Company, owned by the LaRues and the Murmanill 
Corporation (Tr. 883)° was formed in September, 1953 (Tr. 506) 
and on February 3, 1954, it entered into a formal contract with 
Transco to gather, transport and sell to it the gas purchased in 
the Gwinville Field. 

Transco agreed to take or pay for a minimum of 14,400 Mcf of 
gas per day with a right to purchase a maximum of 25,000 Mcf of 
gas per day at a price of 18 cents per Mcf during the first five years 
with a 1 cent per Mcf escalation provision for each of the 3 subse- 
quent five-year periods. The contract also contains a favored nations 
clause. (Ex. 24.) 

Gas purchase contracts (Ex. 21) between Gwin and the producer 
Applicants were executed during the Fall of 1953 as a result of 


6C. W. Murchison owns or controls the majority of the voting stock of the Murmanill 
Corporation (Ex. 56). 
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negotiations carried on by Mr. LaRue, Jr., acting on behalf of Gwin. 
These contracts stipulate a purchase price of 10 cents for the first 
year with periodic escalations up to 15 cents for the final five-year 
period. The contracts also contained a favored nations clause. 

Officials of the Gwin Company, early in 1954, sought to induce 
certain third parties to undertake the construction and operation of 
the transmission line from the Gwinville Field to Transco’s trans- 
mission facilities, thereby relieving the Gwin Company of probable 
regulation by this Commission and also of the expense of construc- 
tion and burdens of operation of such a line. (Tr. 366.) As a result 
of these efforts the Dixie Pipe Line Company (Dixie), wholly owned 
by Murchison Brothers, a co-partnership (Tr. 391), was formed and 
contracted with Gwin to assume the obligations of construction and 
operation of the transmission line and the sale and delivery of the 
gas to Transco. (Tr. 367, Ex. 19.) 

A gas purchase contract (Ex. 20) was executed by Gwin and 
Dixie on February 25, 1954, which states a price of 16 cents per 
Mcef for the first three-year period and 15 cents thereafter. An ad- 
justment clause therein guarantees but also limits to Dixie a 6 per 
cent ‘ return upon its depreciated plant investment, plus a reasonable 
working capital allowance. The favored nations clause contained 
in this contract would not affect the guaranteed return to Dixie. 
(Tr. 980, 931.) 

Assignment of the gas sales contract between Gwin and Transco, 
insofar as said contract relates to the construction and operation of 
a pipe line and to the sale and delivery of gas to Transco, was made 
by Gwin to Dixie on February 25, 1955. (Ex. 24.) Transco con- 
sented to said assignment by written instrument on the same date. 
(Ex. 25.) 

Dixie filed its original application for a certificate of public con- 
venience and necessity authorizing it (1) to construct and operate 
20 miles of transmission line tegether with necessary metering fa- 
cilities at an estimated cost of $425,000, and (2) to sell to Transco 
a minimum of 14,400 Mcf of natural gas per day. The original 
application was supplemented and revised from time to time to 
meet changing conditions. 

Gwin’s application seeks authority to sell to Dixie natural gas 
purchased by it under the hereinbefore indicated purchase contracts. 
Gwin proposes to construct a gathering system and dehydration 
plant in the Gwinville Field at an estimated cost of $432,000. 

Humble, on September 24, 1954, filed its application for authority 
to “continue the sale (of natural gas) under and in accordance with 
the terms of the contract” referred to heretofore as the contract 


7 The original contract specified a 6% per cent return, which was subsequently reduced 
to 6 per cent after consultation with the Commission Staff. (Tr. 513.) 
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dated June 10, 1947, between Humble as seller and Southern as 
buyer. (Item B.) Humble, during the course of the hearing, filed 
an amended application, in order to clarify the extent of the au- 
thority sought. Humble now seeks authority for the sale of only 
such natural gas as is produced from oil and gas leases owned by 
Humble—and for the sale of no other gas. 

The producer applicants contended in their joint application for 
permission to abandon service pursuant to Section 7 (b) that the 
sales then being made by the operators to Southern are not and 
have not been sales by applicants.. However, permission to abandon 
the current sales is sought, if found to be necessary, in order that 
applicants’ certificate applications might be granted. 

The producer applicants seek authority to remove their gas from 
a stream of gas which is being sold in interstate commerce directly 
to an interstate pipeline company for resale and for transportation 
in interstate commerce. We are all of opinion that this may not be 
done without our permission and approval first had and obtained 
as required by Section 7 (b) of the Act. Our Opinion and Order 
In the Matter of Deep South Oil Company of Texas, et al. (Deep 
South) in Docket Nos. G—-2952, et al., 14 F. P. C. 83, issued this day, 
is dispositive of this jurisdictional aspect of this proceeding. 

The Examiner predicates his holding that the joint producer ap- 
plication for permission to abandon service should be dismissed for 
want of jurisdiction on the premise that the contractual right to take 
in kind is a vested right under Mississippi law, and that said right 
is not subject to Section 7 (b) of the Natural Gas Act. Existence 
and validity of the right to take in kind has not been questioned. 
The producer applicants by filing a Section 7 (b) application were 
undertaking to comply with the statutory requirements of the Nat- 
ural Gas Act and merely satisfying a condition precedent to the 
valid exercise of their contractual right. Gas owned by them is 
being sold in interstate commerce for resale. Under the Act per- 
mission of this Commission is required prior to the abandonment of 
such service. The lawful exercise of the right to take gas in kind, 
and to otherwise dispose of said gas, presupposes conformance with 
existing law—in this case the finding by this Commission that the 
present or future public convenience and necessity will permit the 
abandonment requested. Such conformance to a Federal law prior 
to the exercise of a right granted by a state statute is inherent in 
the dual nature of our governmental system. Thus the joint pro- 
ducer application for permission to abandon service pursuant to 
Section 7 (b) of the Act was properly filed and must be considered 
on its merits. 

The Examiner in the instant case found that the producer applica- 
tions for certificates of public convenience and necessity filed pur- 
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suant to Section 7 (c) of the Act, including that of Humble, should 
be dismissed for lack of jurisdiction. This finding is based upon 
the fact that the sales are made at or near the wellhead, prior to 
gathering and processing, and a conclusion of law, deduced from the 
legislative history of the Act with special emphasis on that of the 
Section 7 (c) amendment thereto, that Congress did not intend to 
regulate wellhead, lease or field unit sales of natural gas, at least 
with regard to certification. 

We do not agree. We find, for the reasons set forth in the Deep 
South opinion, that the proposed sales by the producer applicants 
are sales in interstate commerce for resale and thus subject to Com- 
mission jurisdiction. 

The evidence in the record shows a clear intention on the part of 
the producer applicants to commit their gas to and to sell their gas 
in interstate commerce for resale. The express intention of the pro- 
ducer applicants has been to sell their gas to Transco. Original 
negotiations were had directly between representatives of producer 
applicants and Transco and all subsequent arrangements were carried 
out with the view to effectuating the sale to Transco. The uncon- 
troverted facts show that, under the contracts of sale, the gas which 
is the subject matter of the applications under consideration is pro- 
posed to be sold in interstate commerce for resale. But for the 
disposition which we will make with respect to the applications to 
abandon service we would consider the merits of the respective 
Section 7 applications. 

Humble, by contract dated June 10, 1947, sells “all of Seller’s pro- 
portionate part of all merchantable natural gas that may be produced 
—and the proportionate part of such gas which belongs to other 
owners—which Seller has or shall hereafter from time to time have 
the right to market * * *” direct to Southern, an interstate pipeline 
company in interstate commerce for resale. Such sale being a direct 
sale to an interstate pipeline company is clearly within the Com- 
mission’s jurisdiction. 

The gas which is the subject matter of the joint producer aban- 
donment application is now, and was on June 7, 1954, being sold to 
Southern and constitutes a part of the gas which supplies its line 
requirements. Should the service presently being rendered to South- 
ern be curtailed to the extent of the termination of deliveries of the 
gas belonging to the producer applicants, an average deficiency in 
daily deliveries from the Gwinville Field of 19,400 Mcf would 
result in the 1955-56 Winter. (Ex. 73.) Southern’s ability to meet 
its market requirements would diminish in proportion to the reduc- 
tion in supply from the Gwinville Field. Of necessity, Southern 
would be required to seek a substitute supply with the probability of 
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increased costs of gas as well as expenditure of capital for additional 
facilities. 

Producer applicants would support the finding required by Sec- 
tion 7 (b) that “the present and future public convenience and 
necessity permit [the] abandonment” by a showing of need by 
Transco and increase in the price paid to producers for the gas. 
The need is not shown to be of such nature as to justify permitting 
the supply to be shifted as proposed. 

We are of opinion and find that the record demonstrates that the 
public convenience and necessity are served by a continuation of the 
deliveries of gas attributable to the producer applicants’ interests 
to Southern. Further, we find that present or future public con- 
venience and necessity do not permit the abandonment of service 
presently being rendered to Southern. A shift of gas supplies from 
one segment of the public to another achieved only through in- 
creased costs to the pipe-line companies and additional expendi- 
tures for the rendition of such service cannot be said to serve the 
public interest. Accordingly, the application for abandonment will 
be denied. 

In view of the foregoing conclusion it becomes unnecessary to 
consider the merits of the Gwin and Dixie applications or of the 
producer applications proposing the sale of such producer applicants’ 
gas to Gwin. The entire interrelated project must fail for lack of 
available gas supply. 

Humble’s application, as amended, seeks authority to continue the 
sale to Southern of natural gas produced from oil and gas leases 
owned by Humble but not of any other gas. Humble’s contractual 
obligations as set forth above require Humble to sell not only its 
own gas, but all other gas produced which it has the right to market. 
The record shows that Humble has been and is presently fulfilling 
its contractual obligations. The issue here presented is whether, 
under the Natural Gas Act, a producer who has commenced service 
pursuant to a contract may properly apply for and receive a cer- 
tificate of public convenience and necessity to render a lesser service 
in the absence of an application pursuant to Section 7 (b) to 
abandon that portion of the service not included in its application, 
i. e., the sale of gas, other than its own, which it has the right to 
market. Humble is here seeking to avoid a clear obligation which 
it assumed with Southern Natural and which it was performing on 
June 7, 1954. This it cannot be permitted to do. 

Humble’s application does not comply with the requirements of 
Section 7 (c) of the Act. It fails to cover the service being rendered 
on June 7, 1954, and seeks certification of a lesser service contrary 
to the requirements of the Act. Its application should be amended 
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to conform to the obligations set forth in the contract which is on 
file with the Commission as Humble’s rate schedule covering this 
sale, and to encompass the total service being rendered on June 7, 
1954. 

For the reasons set forth herein and upon consideration of the 
entire record in this proceeding, including the briefs, the initial 
decision of the Presiding Examiner and the exceptions filed thereto, 
the Commission further finds: 

(1) The sales of natural gas, hereinbefore described, presently 
being made to Southern Natural Gas Company, an interstate pipe- 
line company, are sales in interstate commerce for resale within the 
jurisdiction of the Commission. 

(2) Neither present nor future public convenience or necessity 
permits the abandonment of the sale of the producer applicant’s gas 
presently being made to Southern Natural Gas Company. 

(3) The producer applicants are not able properly to do the acts 
and to perform the services proposed in the respective applications 
filed in Docket Nos. G—2693, G—2695 through G—2711 and G—2768 
or to conform to the provisions of the Natural Gas Act, as amended, 
and the requirements, rules and regulations of the Commission 
thereunder. 

(4) The application, as amended, of Humble Oil and Refining 
Company in Docket No. G—3105, is insufficient in that it fails to 
cover the service actually being rendered. 

(5) The Gwin Company is not able properly to do the acts and 
to perform the services proposed in its application in Docket No. 
G-2694, or to conform to the provisions of the Natural Gas Act, 
as amended, and the requirements, rules and regulations of the 
Commission thereunder, since the gas supply relied upon to support 
this project is unavailable pursuant to the action of the Commission 
herein. 

(6) Dixie Pipe Line Company is not able properly to do the acts 
and to perform the services proposed in its application in Docket 
No. G—2401, nor to conform to the provisions of the Natural Gas 
Act, as amended, and the requirements, rules and regulations of the 
Commission thereunder, since the gas supply relied upon to support 
this project is unavailable pursuant to the action of the Commission 
herein. 

The Commission orders: 

(A) The joint producer application in Docket No. G—6807 for 
permission and approval to terminate the sale of their gas in inter- 
state commerce to Southern Natural Gas Company and thereby 
abandon a service subject to the jurisdiction of the Commission be 
and the same hereby is denied. 
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(B) The producer applications in Docket Nos. G—2693, G—2695 
through G-2711 and G-—2768 be and the same are hereby denied. 

(C) The application of The Gwin Company in Docket No. 
G-2694 be and the same is hereby denied. 

(D) The application of The Dixie Pipe Line Company in Docket 
No. G—2401 be and the same is hereby denied. 

(E) Humble Oil and Refining Company is directed to file with 
the Commission an amendment to its application in Docket No. 
G-3105 conforming said application to Humble’s contractual ob- 
ligations and to represent the service actually being rendered on 
June 7, 1954. 


Diaspy, Commissioner, concurrence: 

I concur in the action of the Commission in these proceedings. 
It is consistent with the views I expressed in Deep South, e¢ al. 

The present sales of applicants’ gas are lawfully made by Humble 
Oil & Refining Company pursuant to power contained in operating 
agreements. The sales are made directly to an interstate pipeline 
company, and the gas is committed in interstate commerce. The 
working interests may not remove their share of the gas so com- 
mitted from the stream of interstate commerce without compliance 
with the requirements of Section 7 (b) of the Act. 

With regard to the Section 7 (c) applications, the intention of 
the applicants to commit their gas to an interstate pipeline company 
is clearly established, and The Gwin Company and Dixie Pipe Line 
Company are merely intermediaries to effect that purpose. 

The sales involved in the instant proceedings represent those which 
are covered by the Natural Gas Act as construed by the Supreme 
Court. 


In THE MATTER OF 
TEXAS EASTERN TRANSMISSION COMPANY 


Opinion and Order Denying Request for Natural Gas Service 
Docket No. G-2573 
September 30, 1955* 


Syllabus 


1. It is not in the public interest to direct a second natural gas company to render 
base load service to a distribution company, where there is only a relatively 
small saving in purchased gas costs to the distributing company. P. 120. 

2. Commission directs Manufacturers to provide the additional volumes of gas 
requested by UGI at the new delivery points. P. 422. 


* Designated Commission Opinion No. 286. 
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Draper, Commissioner, concurring. 

Charles I. Francis, R. Clyde Hargrove, Elmon W..Holmes, Keith 
M. Pyburn, Frank J. Peragine, and Sterling W. Steves for Texas 
Eastern Transmission Corp. and City Gas Co. of New Jersey. 

Sherman S. Poland for the staff of the Federal Power Commission. 


By THe ComMMISSION : 
OprInion 


This proceeding has come before the Commission upon exceptions 
to the Initial Decision of the Presiding Examiner issued June 16, 
1955. By that Decision, the Examiner would direct Texas Eastern 
Transmission Corporation to sell and deliver up to 3,500 Mcf of 
natural gas per day from two new delivery points on its Penn Jersey 
Line for resale in the Harrisburg and Reading Divisions of United 
Gas Improvement Company (UGI). 

Exceptions to the Examiner’s Decision were filed by The Manu- 
facturers Light and Heat Company, an intervener in the proceed- 
ings, opposing the service from Texas Eastern, and by UGI and 
Commission Staff Counsel, who favored the proposed service but 
except to certain limitations in the service as authorized by the 
Examiner. Oral argument was had before the Commission on 
September 20, 1955. 

This proceeding arose out of a request for a certificate of public 
convenience and necessity filed by Texas Eastern for authority to 
serve certain of its customers additional volumes of gas per day out 
of a maximum volume of approximately 16,310 Mcf available per 
day on its system. In addition to Texas Eastern’s request to serve 
added volumes to its present customers, several potentially new cus- 
tomers, including UGI, filed requests seeking portions of the re- 
maining unallocated supply. In an earlier Decision of the Presiding 
Examiner, which became final on June 18, 1955, all but UGI’s request 
were granted. 

UGI seeks a maximum 3,500 Mcf per day from Texas Eastern for 
the 1955-56 heating season. This volume would decrease to 712 
Mcf by the third year as the deliveries to other customers authorized 
in the earlier Decision increase. It is UGI’s intention, as stated 
upon the record, to seek increased volumes from Texas Eastern in 
future proceedings. Manufacturers urges the Commission to deny 
UGI’s request for this service from Texas Eastern, but itself offers 
to make the same volumes available to UGI from the proposed new 
delivery points under its presently effective rate schedule. 

Necessarily, our decision involves a balancing of interests to be 
protected. The facts of one proceeding before us may impel one 
result, while a different proceeding with different facts might, in the 
implementation of the same policy, throw the balance in the other 
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direction. Therefore, we must, in the consistent application of our 
policy, examine the particular facts of this case before us for 
knowledge of the particular fact situation involved, as detailed be- 
low, is essential to the decision we have reached. 

UGI is a local distribution company retailing natural gas in 
six areas or “divisions” in Pennsylvania. It sells natural gas in 
five up-state divisions known as its Harrisburg, Reading, Lehigh 
Valley, Luzerne and Lancaster Divisions. Under a management 
contract with the City of Philadelphia it also distributes natural 
gas in that City through city-owned facilities by what is termed its 
Philadelphia Gas Works Division. 

The 3,500 Mcf sought from Texas Eastern would be used to sup- 
ply the requirements of the Lebanon District of the Harrisburg 
Division from an interconnection with the Penn Jersey Line. Vol- 
umes not required by the Lebanon District would be picked up by 
the Reading Division at another proposed interconnection with the 
Penn Jersey Line in order to maintain UGI’s takes from Texas 
Eastern at a 100% load factor. 

Only UGI’s Harrisburg and Reading Divisions are involved in 
this proceeding. The Harrisburg Division now receives its entire 
natural gas supply from The Manufacturers Light and Heat Com- 
pany at several points of interconnection in the southwestern portion 
of the Division. In actual fact, one point of interconnection is not 
with the facilities of Manufacturers but with Texas Eastern, 
although the gas is billed to UGI through Manufacturers. At the 
present time, UGI mixes the natural gas so received with manu- 
factured gas at its “manufactured gas” plant at Steelton near the 
City of Harrisburg. UGI distributes an 800 Btu mixture through 
most of the Harrisburg Division, including the Lebanon District, 
which is in the northeastern portion of the Division. If UGI were 
to continue to supply all the requirements’ of the Harrisburg Divi- 
sion, including those of the Lebanon District, from natural gas re- 
ceived at present points of interconnection in the southwestern por- 
tion of the Division, it would be immediately necessary to construct 
new looping facilities costing approximately $917,000 to provide 
sufficient capacity from Steelton to Lebanon. Furthermore, UGI 
would have to embark immediately upon an additional 3-year 
$960,000 construction program, which could be deferred two or three 
years if the proposed new source from the Penn Jersey Line is made 
available at the northeastern portion of the Division. 

It is UGI’s proposal to convert its Lebanon District of the Harris- 
burg Division from 800 Btu mixed gas to straight natural gas taken 
from Texas Eastern’s Penn Jersey Line near Annville. The Lebanon 
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District would then be operated independently from the rest of the 
Harrisburg Division. It is estimated that the Lebanon District 
would take a maximum of approximately 2,000 Mcf per day during 
the 1955-1956 heating season. This peak day requirement would 
increase to approximately 2,800 Mcf by the year 1958-1959 winter 
heating season. 

UGI’s Reading Division is located to the east of the Harrisburg 
Division, but the two divisions are integrated by means of Manu- 
facturers’ transmission facilities. UGI proposes a new interconnec- 
tion with Texas Eastern for the Reading Division at a point near 
Temple on the Penn Jersey Line which would provide further 
integration of the Harrisburg and Reading Divisions. Further, the 
new interconnection would obviate necessity for $565,000 of new 
capacity to serve the growing requirements of the Division, which 
would be needed if the Reading Division were to continue to be 
served from the present point of interconnection with Manufac- 
turers’ facilities. Through the new interconnection of its Reading 
and Harrisburg Divisions by means of the Penn Jersey Line, UGI 
would take whatever gas was not needed in the Lebanon District 
of the Harrisburg Division at the new Reading interconnection, 
thus maintaining a 100% load factor on its takes from Texas 
Eastern. 

Manufacturers, which intervened in this proceeding, does not 
oppose service to UGI from the proposed new delivery points. On 
the contrary, Manufacturers itself offers, consistent with past prac- 
tice, to make the new service available to UGI from Texas Eastern’s 
facilities. Such an offer would achieve the most important ad- 
vantages to be derived from the new service. The new construction 
costs would be avoided or delayed, and, most importantly, the 
physically new source of supply and increased operating flexibility 
would be made available to UGI. 

Upon these facts, the Presiding Examiner reached a decision that 
Texas Eastern should be directed to serve UGI with the volumes 
requested. However, he conditioned that order to require that UGI 
so limit its takes from Texas Eastern that the load factor of its 
(UGI) takes from Manufacturers would not fall below 50%. The 
obvious purpose of the Examiner in providing the load factor lim- 
itation was to afford Manufacturers some measure of protection 
while, at the same time, authorizing a service he found to be in the 
public interest. 

We have carefully reviewed the evidence in this proceeding, the 
Presiding Examiner’s Decision, and the exceptions and memoranda 
filed in support thereof. There is no dispute as to the essential facts 
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as we have outlined them above. Although we have reached a 
conclusion which results in overruling the Presiding Examiner, we 
do not do so on the basis of disagreement on any of the facts. 

A natural gas company receiving certificate authority to serve a 
distribution company undertakes certain duties and responsibilities. 
It becomes the duty of such a natural gas company to render to the 
best of its ability the service required by the distributing company. 
Such a certificate does not give the natural gas company an exclu- 
sive monopoly to serve the distribution company. 

This is not to say there may not be cases in the future, as there 
have been in the past, in which our policy of balancing the interests 
involved in achieving the result most consonant with the public in- 
terest will not require that we direct a second natural gas company 
to supply part of the requirements of the distribution company. In 
instances where the first natural gas company is unable to render 
satisfactory service in that it is unable to provide the distribution 
company a second physical source of supply, important operating 
flexibility, added safety in operation, or when there are other im- 
portant considerations, it may be necessary for us to direct a second 
natural gas company to render service to provide such advantages. 

We are of the opinion that natural gas service directly by Texas 
Eastern to UGI should be denied. Countervailing considerations 
which might lead us to order service by a second natural gas com- 
pany are not present. Manufacturers has offered to make gas 
available to UGI at the same delivery points at which UGI has 
proposed to receive gas from Texas Eastern’s Penn Jersey Line. 
Thus, the new source of supply and the operating flexibility are 
available through continued service from Manufacturers. 

The only advantage to which UGI can point as a reason for 
ordering Texas Eastern to serve part of its requirements is a rela- 
tively small saving in purchased gas costs. This saving is achieved, 
not because Texas Eastern can sell gas more cheaply at the existing 
load factor, but only through the insertion of Texas Eastern as a 
base load supplier of UGI, leaving Manufacturers with the respon- 
sibility of supplying not only a large portion of the base load but 
all the peaks as well. It is only through this device that UGI can 
show any advantage from service directly from Texas Eastern. 
Absent other considerations, it is not in the public interest to direct 
a second natural gas company to render base load service to a 
distribution company. 

The limitation contained in Section 2.2 of the General Terms 
and Conditions of Texas Eastern’s FPC Gas Tariff affords an 
illustration of the objectionable character of such action. Section 2.2 


provid 
schedu 
argue 
Texas 
Readi 
Philac 
Rate § 
the pt 
it is si 
systen 
as to - 
system 
Divisi 
Readi: 
Becau 
to pas 
by Ut 
would 
recom 
shoulc 
rate si 
an int 
good « 
two s 
buyer 
If 
take f 
peaki 
monet 
inated 
add T 
seconc 
shoul 
burg | 
Jerse) 
The 
(1) 
tion v 
a “na 
used 
Comn 
Docke 
(2) 
the se 


4 





TEXAS EASTERN TRANSMISSION CO. 121 


provides that, “a buyer may not purchase under two firm gas rate 
schedules in one rate zone.” Both Texas Eastern and Staff Counsel 
argue that such a provision is not a bar to service to UGI under 
Texas Eastern’s DCQ-D Rate Schedule for the Harrisburg and 
Reading Divisions, even though UGI now purchases gas for its 
Philadelphia Gas Works Division under Texas Eastern’s GS—D 
Rate Schedule. It is argued that Section 2.2 is not a bar because 
the purpose of that prohibition does not exist here. The purpose 
it is said is to prevent a buyer operating an integrated distribution 
system from so manipulating its takes under two firm rate schedules 
as to force Texas Eastern to absorb the swings of the distribution 
system’s load. It is urged that, since UGI’s Philadelphia Gas Works 
Division is operated entirely separately from its Harrisburg and 
Reading Divisions, the reason for the prohibition does not apply. 
Because of our ultimate finding, we do not feel that it is necessary 
to pass upon the question. However, the rationale urged upon us 
by UGI and Staff Counsel for the application of the limitation 
would apply with equal force as a reason to deny the service they 
recommend. If a buyer operating an integrated distribution system 
should not be permitted to manipulate its takes under two firm 
rate schedules from one seller, by the same token, a buyer operating 
an integrated distribution system should not be permitted, without 
good cause, to manipulate its takes under two firm rate schedules from 
two sellers requiring one seller to absorb all the swings in the 
buyer’s load. 

If such a course were not open to UGI, that is, if UGI were to 
take peaking requirements from Texas Eastern under an appropriate 
peaking service rate schedule, it is apparent that even the small 
monetary advantage would be largely reduced or completely elim- 
inated. On the facts of this case, it is not in the public interest to 
add Texas Eastern as a second supplier. To effect advantages of a 
second source of supply and operating flexibility, Manufacturers 
should make the additional volumes available to UGI for its Harris- 
burg and Reading Divisions at the points on Texas Eastern’s Penn 
Jersey Line proposed by UGI. 

The Commission finds: 

(1) Texas Eastern Transmission Corporation, a Delaware corpora- 
tion with its principal place of business in Shreveport, Louisiana, is 
a “natural-gas company” within the meaning of that term as it is 
used in the Natural Gas Act and subject to the jurisdiction of this 
Commission as heretofore found by order of October 10, 1947, in 
Docket No. G-880 (6 F. P. C. 148). 

(2) Texas Eastern is able and willing to do the acts and perform 
the service proposed, and to conform to the provisions of the Natural 
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Gas Act and the requirements, rules and regulations of the Com- 
mission thereunder. 

(3) United Gas Improvement Company is a Pennsylvania cor- 
poration engaged in the local distribution of natural gas in six 
service areas in the Commonwealth of Pennsylvania, including its 
Harrisburg and Reading Divisions. 

(4) The Manufacturers Light and Heat Company, a Pennsylvania 
corporation with its principal place of business in Pittsburgh, 
Pennsylvania, is a “natural-gas company” within the meaning of 
that term as it is used in the Natural Gas Act and subject to the 
jurisdiction of this Commission as heretofore found by order of 
December 29, 1944, in Docket Nos. G—593, et al. (4 F. P. C. 821). 

(5) The proposal, as presented by UGI, that Texas Eastern be 
directed to provide two points of interconnection on the Penn 
Jersey Line to render certain limited service to UGI under its 
DCQ-D Rate Schedule is not in the public interest and should be 
denied. 

(6) The proposal, as presented by Manufacturers, that Manu- 
facturers render the service requested by UGI from the same pro- 
posed new delivery points to be established by Texas Eastern on 
the Penn Jersey Line is in the public interest and should be 
granted. 

The Commission orders: 

(A) Texas Eastern Transmission Corporation is hereby directed 
to establish two delivery points on its Penn Jersey Line near 
Annville and Temple, Pennsylvania, and to deliver additional vol- 
umes of natural gas to United Gas Improvement Company for the 
account of The Manufacturers Light and Heat Company. 

(B) Pursuant to its appropriate rate schedule, The Manufac- 
turers Light and Heat Company shall provide the additional 
volumes requested by UGI at the new delivery points authorized 
in paragraph (A) above. 

(C) The request of UGI that Texas Eastern be directed to sell 
to it up to 3,500 Mcf per day for the 1955-1956 heating season, 
reducing to a maximum of 712 Mcf per day by 1957-1958, through 
proposed new delivery points on the Penn Jersey Line near Ann- 
ville and Temple, Pennsylvania, is hereby denied. 

(D) This order shall be accepted in writing and under oath by 
responsible officials of Texas Eastern and Manufacturers within 
30 days of the date of issuance of this order, or the authorization 
herein granted shall thereupon terminate. 

Commissioner Draper stated that, under the peculiar circum- 
stances of this case, he concurs in the result only. 
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In THE MATTERS OF 


ANTHONY J. TAMBORELLO, ET AL., G-3045; TED WEINER, 
ET AL, G—4084; PHILLIPS PETROLEUM COMPANY, 
G-4178; SHELL OIL COMPANY, G-4258; HASSIE HUNT 
TRUST, G-4420; E. A. COURTNEY, G-4719; THE TEXAS 
COMPANY, G-5665; R. R. FRANKEL, G-8125; SHELL OIL 
COMPANY, G-8133; TRANSCONTINENTAL GAS PIPE LINE 
CORPORATION, G-4257, G-4717, G-4718 


Opinion and Order Issuing Certificates of 
Public Convenience and Necessity 


November 28, 1955* 
Syllabus 


1. The imposition of rate conditions in certificate proceedings under section 7 
of the Natural Gas Act not only has administrative precedence, but judicial 
sanction, and is in accord with the legislative history of the Act. P. 124. 

2. Commission in an independent producer certificate proceeding has the right 
to examine the justness and reasonableness of a specific rate. P. 126. 

8. Commission concludes that the initial price does not adversely affect Transco’s 
economic ability to perform the proposed gas service or the public con- 
venience and necessity. P. 127. 

4. The mere presence of escalation clauses in contracts filed in support of certifi- 
cate applications does not permit the filing company to change rates solely 
by reason of those clauses, for the rates must be changed under the proce- 
dures provided in section 4 of the Natural Gas Act. P. 127. 

5. Commission issues certificates of public convenience and necessity under sec- 
tion 7 of the Natural Gas Act to applicants authorizing the construction and 
operation of facilities and the sale of natural gas in interstate commerce. 
P. 181. 


Kuykenpaut, Chairman, and Diesy, Commissioner, concur. 

James B. Henderson, William H. Davison, Richard J. Connor, 
Christopher T. Boland, and George J. Meiburger for Transcon- 
tinental Gas Pipe Line Corp. 

Richard J. Connor, Christopher T. Boland, and George J. Mei- 
burger for E. A. Courtney. 

Paul A. Smith for Anthony J. Tamborello, et al. 

Robert E. May for Hassie Hunt Trust. 

Edward L. Hay for Ted Weiner, et al. 

Paul F. Schlicher for The Texas Co. 

W. L. Brunner for the staff of the Federal Power Commission. 


*Designated Commission Opinion No. 287. See also Opinion No. 287-A, 15 F. Pr. C. t, 
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By THE ComMISssION: 
OPINION 


The matters of Anthony J. Tamborello, et al., Docket No. G—3045, 
are before the Commission for disposition on appeal from the 
Presiding Examiner’s Decision and accompanying order filed on 
May 27, 1955, and issued May 31, 1955, as a result of exceptions filed 
by the various parties, pursuant to the Commission’s Rules of Prac- 
tice and Procedure. By such decision the Presiding Examiner, sub- 
ject to review by the Commission on appeal or on its own motion, as 
provided by the Rules of Practice and Procedure, issued certificates 
of public convenience and necessity to various independent producers 
above-named, and Transcontinental Gas Pipe Line Corporation. 

In this regard, applications have been filed in these proceedings 
for certificates of public convenience and necessity under Section 7 
of the Natural Gas Act, by the various independent producers and 
gatherers,’ to authorize their sales and deliveries of natural gas to 
Transcontinental Gas Pipe Line Corporation and to authorize Trans- 
continental to construct and operate facilities necessary to enable 
it to receive and transport by means of such facilities, in conjunc- 
tion with its existing interstate transportation pipe line system, 
the gas purchased by it from the various independent producers 
and gatherers. 

Pursuant to appropriate notice by the Commission, the above- 
entitled proceedings were consolidated for the purpose of hearing, 
which commenced on March 25, 1955 and concluded on April 5, 1955. 

Various distribution companies presently served by Transcon- 
tinental? and the Public Service Commission of the State of New 
York advance objections that the Commission should require the 
elimination from the gas-sales contracts of the producers (Ap- 
plicants herein) certain escalation clauses and deny the certificates 
of public convenience and necessity unless the producers file and 
prove that their initial rates are “just and reasonable.” 

We have to date not made a final determination as to the rea- 
sonableness of the rates submitted by independent producer ap- 
plicants in proceedings relating to the issuance of certificates of 
public convenience and necessity pursuant to Section 7 of the Act. 
But this should not be interpreted to the effect that, in a proceeding 
under Section 7 for the issuance of a certificate of public con- 
venience and necessity, the Commission is precluded by the Act from 

1 Anthony J. Tamborello, et al., Ted Weiner, et al., Phillips Petroleum Company, Shell 
Oil Company, Hassie Hunt Trust, E. A. Courtney, The Texas Company, R. R. Frankel, 
Shell Oil Company. 

2 Consolidated Edison Company of New York, Inc.; Philadelphia Electric Company ; 


Public Service Electric & Gas Company ; The Brooklyn Union Gas Company ; Long Island 
Lighting Company. 
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inquiry into the justness and reasonableness of the rates proposed 
to be charged by a natural-gas company filing the certificate ap- 
plication; nor have we so held at any time.* Quite the converse 
is true, as pointed out in our annual reports, for we have on many 
occasions attached rate conditions to certificates issued under Sec- 
tion 7, after an examination in the certificate proceeding into the 
rates proposed by an Applicant.‘ 

The imposition of rate conditions in certificate proceedings under 
Section 7 of the Act not only has administrative precedence therefor, 
but judicial sanction,® and is in accord with the legislative history 
of the Act. 

The legislative history of the 1942 amendment H. R. 5249, 77th 
Cong., Ist Sess., shows that its principal objective was to vest in 
the Federal Power Commission complete regulatory control through 
the instrumentality of the certificate of public convenience and 
necessity over the transportation or sale of natural gas and all 
extensions and new construction of pipe lines and other facilities 
by natural gas companies. It further shows that a purpose of the 
1942 amendment was to grant power to the Commission to scrutinize 
the characteristics of the rate structure in connection with the 
proposed construction or extension of natural gas facilities by com- 
panies subject to the Natural Gas Act, and to prescribe changes or 
requirements regarding the rates proposed by certificate applicants 
as the public interest may demand. 

Our policy, with respect to various types of rate conditions and 
consideration thereof in relation to the issuance of certificates of 
public convenience and necessity, is aptly described in our Thirty- 
second Annual Report at pp. 110-111, reading as follows, and 
apropos to the subject matter herein: 

It is the policy of the Commission, whenever possible, to reach agreement on 
the various rate problems arising in connection with certificate applications prior 
to or during the hearings on such applications. When this cannot be done, it is 
necessary to condition the certificates issued in such proceedings, to require the 
filing of proper rates sometime in the future. Such rate conditions are in one 
of four general forms, depending upon the particulars of the case involved. First, 
the applicant may be required to file a definite and specific rate; i. e., the proper 
rate is spelled out in dollars and cents. Second, the condition may require the 
filing of rates satisfactory to the Commission, shortly before commencement of 


the proposed service. This allows the applicant to more accurately determine 
construction and operating costs and practices, and to determine proper rates 


3 We exclude from this consideration the rates being charged by independent producers 
on June 7, 1954, the date on which the Supreme Court held the Natural Gas Act to apply 
to independent producers, Phillips Petroleum Co. v. Wisconsin, 347 U. S. 672. 

4 During the fiscal year ending June 30, 1954, for example, 52 of the natural-gas certifi- 
cates issued contained rate conditions. 

5In the Matter of Transcontinental Gas Pipe Line Corporation, Docket No. G-1277 
(Opinion No. 191, April 1950, 9 F. P. C. 32) ; Alabama-Tennessee Natural Gas Company v. 
Federal Power Commission, 203 F. 2d 494 (3rd Cir. 1953); Public Utilities Commission 
of Connecticut v. Federal Power Commission, 205 F. 24 116 (3rd Cir. 1953). 
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by using this information. Third, the Commission may allow certain rates to 
become effective for an interim period of operation, with permanent rates to be 
filed on the basis of actual operating experience during the interim period. 
Fourth, a certificate authorizing deliveries to a new resale customer, by an exist- 
ing pipeline system, may be conditioned to require that the sale be initiated under 
the pipeline company’s applicable existing rate schedule. Such condition elimi- 
nates the possibility of rate discrimination against new customers. 

However, because the economic and other conditions presented in 
certificate applications filed by independent producers are substan- 
tially different from those presented in certificate applications filed 
by interstate pipe line companies, the Commission has not deemed 
it prudent to expend the time required to resolve rate issues at this 
stage, nor has it found it practical to inquire into the reasonableness 
of producer rates in all producer certificate proceedings. In the 
order below which we are adopting, paragraph (1), is a standard 
reservation of the Commission’s unquestioned right under the Act, 
upon its own motion or upon proper complaint, to inquire later 
into the reasonableness of the rates proposed to be charged by 
the producers. Thus, the interests of the distribution companies 
and the consumers are protected against unlawful rates. At the 
same time, this procedure permits the more efficient and rapid 
handling of producers’ certificate applications without the com- 
plicating consideration of the producer rates. 

It is, however, necessary for the Commission to have before it 
in deciding a producer certificate application the basic facts as to 
the rates to be charged. If on the basis of such evidence it appears 
to the Commission that examination into the justness and reason- 
ableness of a specific rate of an independent producer in a certificate 
proceeding is required, there is ample authority in the statute for 
appropriate inquiry to be made in that proceeding. 

The proposed price to Transcontinental in the various contracts 
for sales involved here is 16¢ per Mcf plus a tax adjustment of 1¢ 
per Mcf, or a total of 17¢ per Mcf. The economic effect upon Trans- 
continental’s service of such price is an element of the statutory 
issues of ability to perform and of the effect upon public con- 
venience and necessity. Further, the estimated dollar increase in 
Transcontinental’s cost of service on an incremental basis resulting 
from the purchase of the natural gas contemplated in these con- 
solidated proceedings is negligible, slightly in excess of 1% (Exh. 
20). In the circumstances and considering the time which would 
be required to resolve any rate issues in this proceeding at this 
stage, we do not believe that further review of the level of the 
rates proposed by the producers in this proceeding is warranted. 
In addition, after the operation of the G-4185 facilities, it is 
estimated that this percentage figure will be reduced by reason of 
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increased takes by the pipeline from the natural gas fields in the 
State of Texas. When the foregoing is contrasted with the sub- 
stantial volumes of natural gas proposed to be acquired by Trans- 
continental through these proceedings, approximately 29,000,000 
cubic feet per day, the benefits accruing to Transcontinental, its 
customers, and the public served thereby, become immediately 
apparent. 

It is not unreasonable to conclude that such initial price does 
not adversely affect the economic feasibility (Transcontinental’s 
economic ability to perform the proposed natural gas service cer- 
tificated in Docket Nos. G—2367 and G-—4185 by Opinion No. 280) 
nor adversely affect the public convenience and necessity, which 
the Commission found required the proposed service to its customers. 

We therefore conclude that certificates of public convenience 
and necessity should be issued to the Applicants herein, as herein- 
after ordered. 

It is appropriate, in the light of the issues here presented, that 
we briefly comment on the effect of escalation clauses contained in 
the various contracts which are the subject matter of this proceed- 
ing. In this regard we have already determined, in our Order 
174-B, that two types of escalation clauses will not be considered 
by us in support of any certificate applications filed subsequent to 
May 1, 1955, or otherwise given effect by the Commission. 

In this proceeding, although the applications were filed prior to 
May 1, 1955, the objections to the escalation clauses of the several 
parties taking exception to the Examiner’s decision run to possible 
increases in the rates by reason of the escalation clauses rather than 
to consideration of those clauses in support of the pending applica- 
tions for certificates. Obviously, under the practice which we have 
consistently followed and which is inherent in the Natural Gas Act, 
the mere presence of escalation clauses in contracts filed in support 
of certificate applications does not permit the filing company to 
change rates solely by reason of those clauses, for the rates must be 
changed under the procedures provided in Section 4 of the Natural 
Gas Act. 

Cognizance is taken of the motions for oral argument with refer- 
ence to the exceptions filed by the Public Service Electric and Gas 
Company, The Brooklyn Union Gas Company, Long Island Light- 
ing Company, and the New York Public Service Commission. In 
view of our action taken herein, said motions should be denied as 
hereinafter ordered. 

In addition, the Hassie Hunt Trust, after the conclusion of the 
hearing in the above-consolidated proceeding, filed a motion to sever 
the proceeding at Docket No. G-4420. The principal reason of the 
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aforementioned applicant for requesting severance of the application 
in said proceeding is that “such a severance will afford Hassie Hunt 
Trust its statutory right to a hearing on the jurisdictional issues 
involved in its application in Docket No. G—4420.” The record does 
not justify severance. 

The Commission further finds: 

(1) Transcontinental Gas Pipe Line Corporation (Transconti- 
nental), a Delaware corporation, having its principal place of busi- 
ness in Houston, Texas, is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order issued April 28, 1950, Jn the Matter of Trans- 
continental Gas Pipe Line Corporation, Docket No. G—1277. 

(2) On October 8, 1954, Transcontinental filed an application, at 
Docket No. G—4257, for a certificate of public convenience and 
necessity, pursuant to Section 7 of the Natural Gas Act, authorizing 
the construction and operation of approximately 6.5 miles of 6-inch 
lateral pipeline extending southerly from a point in Bear Field, 
Beauregard Parish, Louisiana, to a point of connection with Trans- 
continental’s 30-inch main pipeline, and two metering stations to be 
installed in said Bear Field, and appurtenant facilities, all as more 
fully described in Transcontinental’s application, to receive gas 
purchased from Phillips Petroleum Company (Docket No. G-4178) 
and Shell Oil Company (Docket No. G—4258). 

(3) The estimated over-all cost of the facilities proposed by 
Transcontinental at Docket No. G-—4257 is $178,000. 

(4) On November 8, 1954, Transcontinental filed an application, 
at Docket No. G—4717, for a certificate of public convenience and 
necessity, pursuant to Section 7 of the Natural Gas Act, authorizing 
the construction and operation of approximately 14 miles of 8-inch 
pipeline, extending from a point on Transcontinental’s 30-inch pipe- 
line in Pointe Coupe Parish, Louisiana, to a point of connection in 
the same parish with the proposed facilities of E. A. Courtney, the 
applicant in Docket No. G-4719, to receive gas produced in the 
Happytown Field. 

(5) The estimated over-all cost of the facilities proposed by Trans- 
continental at Docket No. G-4717 is $500,000. 

(6) On November 8, 1954, Transcontinental filed an application 
at Docket No. G-4718 for a certificate of public convenience and 
necessity, pursuant to Section 7 of the Natural Gas Act, authorizing 
the construction and operation of approximately 3.7 miles of 4-inch 
lateral pipeline, extending from the South Bayou Mallet Field in 
Acadia Parish, Louisiana, to a point of connection with Transconti- 
nental’s 20-inch lateral pipeline, together with two metering stations 
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and appurtenant facilities, to receive gas from Tamborello, et al." 
(Docket No. G—3045) and Ted Weiner, et al.* (Docket No. G—4084). 

(7) The estimated over-all cost of the facilities proposed by Trans- 
continental at Docket No. G—4718 is $76,000. 

(8) The facilities, for which certificate authorization is applied 
for by Transcontinental at Docket Nos. G-4257, G-4717, and G-4718, 
respectively, will be used for the transportation and sale of natural 
gas in interstate commerce, subject to the jurisdiction of the Com- 
mission; and such sales by Transcontinental, together with the con- 
tribution and operation of the facilities subject to the jurisdiction 
of the Commission necessary therefor, are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(9) The volumes of natural gas reserves which will become avail- 
able to Transcontinental in the Bear, Happytown and South Bayou 
Mallet Fields, respectively, are sufficient to warrant the certification 
of the facilities applied for at Docket Nos. G-4257, G-4717 and 
G-4718, respectively. 

(10) The projects proposed by Transcontinental at Docket Nos. 
G-4257, G-4717 and G-4718 will be financed from company funds. 

(11) Transcontinental is able and willing properly to do the acts 
and to perform the service proposed at Docket Nos. G-4257, G-4717, 
and G—4718, respectively, and to conform to the provisions of the 
Natural Gas Act and the requirements, rules and regulations of the 
Commission thereunder. 

(12) The proposed construction and operation of the facilities 
applied for by Transcontinental at Docket Nos. G-4257, G-4717 
and G-4718, respectively, all as more fully described in these re- 
spective applications, are required by the public convenience and 
necessity, and certificates therefor should be issued as hereinafter 
ordered and conditioned. 

(13) The following applicants, independent producers of natural 
gas, will be ‘engaged in the sale of natural gas in interstate com- 
merce from the following fields for resale for ultimate public con- 
sumption, subject to the jurisdiction of the Commission, as “natural- 
gas companies” within the meaning of the Natural Gas Act, upon 
the initiation of sales to Transcontinental, all as more fully described 
in their respective applications herein filed pursuant to Section 7 
of the Natural Gas Act. 


7 Applicants include Anthony J. Tamborello, Russell Thorstenberg, Elge Rasberry, M. L. 
Jamison, J. P. Owen, and Frank Tamborello. 

8 Applicants include Ted Weiner, Jeff Montgomery, R. O. Murph, Arthur O. Wellman, Jr., 
Garrard Winslow, Enders Voorhees, Robert G. Goelet, Francis Goelet, Arthur O. Wellman. 
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Applicant Application | Docket Field ' 
Filed No. 


ole: ean 


Anthony J. Tamborello, et al Sept. 24,1954 | G-3045 | S. Bayou Mallet. 
Ted Weiner, et al . ot. 4, 1954 G-4084 | S. Bayou Mallet. 
Phillips Petroleum Co . 5,1954 G-4178 | Bear. 
Shell Oil Co- | Oct. 8,1954 | G-4258 | Bear. 

Oct. 14, 1954 G-4420 | Maxie. 





1 All fields are located in Louisiana. 


(14) The following applicants, independent producers of natural 
gas, will be engaged in the sale of natural gas in interstate com- 
merce, for resale for ultimate public consumption subject to the 
jurisdiction of the Commission, as “natural-gas companies” within 
the meaning of the Natural Gas Act, upon the initiation of sales to 
E. A. Courtney, the applicant in Docket No. G—4719, all as more 
fully described in their respective applications herein, filed pursuant 
to Section 7 of the Natural Gas Act. 


| 
Applicant | Application | Docket Field ! 
| filed No. 


RE IN os sinisciendeisnnaiiiniiiewtiiaelnethncimaanemiiet Nov. 23, 1954 G-5665 | Happytown. 
. | Dee. 13,1954 | G-8125 Happytown. 
Dee. 14, 1954 | G-8133 Happytown. 


1 All fields are located in Louisiana. 


(15) The proposed sales of natural gas by applicants, listed in 
Findings (13) and (14) above, will be made in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdic- 
tion of the Commission, and such sales by said applicants, together 
with the construction and operation of any facilities subject to the 
jurisdiction of the Commission necessary therefor, will be subject to 
the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(16) The applicants listed in Findings (13) and (14) above are 
able and willing properly to do the acts and perform the services 
hereinafter authorized and to conform to the provisions of the 
Natural Gas Act and the requirements, rules and regulations of the 
Commission thereunder. 

(17) The proposed sales of the applicants, listed in Findings (13) 
and (14) above, together with the construction and operation of any 
facilities subject to the jurisdiction of the Commission necessary 
therefor, are required by the public convenience and necessity, and 
certificates therefor should issue as hereinafter ordered and condi- 
tioned. 

(18) On November 8, 1954, E. A. Courtney, individually, filed an 
application at Docket No. G—4719, pursuant to Section 7 of the 
Natural Gas Act, authorizing the construction and operation of 
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approximately 10 miles of transmission pipeline facilities, together 
with metering facilities, all as more fully described in said applica- 
tion. Applicant proposes to purchase natural gas in the Happytown 
Field, St. Martin Parish, Louisiana, from the applicants at Docket 
Nos. G—5665, G-8125 and G-8133 respectively, and deliver and sell 
the gas thus purchased to Transcontinental in Pointe Coupe Parish, 
Louisiana, all as more fully set forth in the application. 

(19) The estimated over-all cost of the facilities applied for in 
Docket No. G—4719 is $265,000. 

(20) Applicant’s financing plan at Docket No. G-4719 appears 
to be adequate.° 

(21) The proposed transportation and sale of natural gas to 
Transcontinental, all as more fully described in the application of 
E. A. Courtney at Docket No. G—4719, will be made in interstate 
commerce subject to the jurisdiction of the Commission, and such 
transportation and sale, together with the construction and opera- 
tion of any facilities subject to the jurisdiction of the Commission 
necessary therefor, are subject to the requirements of subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(22) KE. A. Courtney, the applicant at Docket No. G-4719, is able 
and willing properly to do the acts and to perform the service pro- 
posed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission 
thereunder. 

(23) The proposed construction and operation of the facilities 
applied for at Docket No. G-4719, and the proposed service to 
Transcontinental are required by the public convenience and neces- 
sity, and a certificate therefor should issue as hereinafter ordered 
and conditioned. 

The Commission orders: 

(A) Certificates of public convenience and necessity be, and the 
same hereby are issued, authorizing Transcontinental Gas Pipe Line 
Corporation to construct and operate the facilities hereinabove de- 
scribed, and as more fully described in the applications at Docket 
Nos. G-4257, G-4717, and G-4718, respectively, for the transporta- 
tion and sale of natural gas as therein set forth, subject to the juris- 
diction of the Commission, upon the terms and conditions of this 
order. 

(B) A certificate of public convenience and necessity be, and the 
same hereby is, issued to E. A. Courtney, authorizing the trans- 
portation and sale of natural gas in interstate commerce, together 

9K. A. Courtney proposes two plans of financing: (1) in which he, in conjunction with 
members of his family, would finance the proposed project, or (2) form a corporation of 


associates to do so. It appears from the record that E. A. Courtney has assurance from 
lending institutions of adequate financial help. 
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with the construction and operation of any facilities subject to the 
jurisdiction of the Commission necessary therefor, as hereinabove 
described, and as more fully described in the application at. Docket 
No. G-4719, testimony and exhibits in this proceeding, upon the 
terms and conditions of this order. 

(C) The certificates issued by paragraphs (A) and (B) shall be 
accepted in writing and under oath by a responsible official of Appli- 
cants, and the general terms and conditions set forth in paragraphs 
(1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 of 
the Commission Rules and Regulations, including the Rules of Prac- 
tice and Procedure, shall attach to the issuance of the certificates 
granted in paragraphs (A) and (B) hereof, and to the exercise of 
the rights granted thereunder. 

(D) The time within which the facilities hereby authorized in 
paragraphs (A) and (B) hereof shall be constructed and placed in 
actual operation, as provided by paragraph (2) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure, is hereby fixed 
at 6 months from the date on which this order issues. 

(E) Certificates of public convenience and necessity be, and the 
same hereby are, issued to the independent producers listed in Find- 
ing (13), above, authorizing the sale of natural gas in interstate 
commerce by Applicants to Transcontinental Gas Pipe Line Cor- 
poration, together with the construction and operation of any facili- 
ties necessary therefor subject to the jurisdiction of the Commission, 
all as more fully described in the applications and exhibits in this 
proceeding, upon the terms and conditions of this order. 

(F) Certificates of public convenience and necessity be, and the 
same hereby are, issued to the independent producers listed in Find- 
ing (14), above, authorizing the sale of natural gas in interstate 
commerce by Applicants to E. A. Courtney, the Applicant in Docket 
No. G-4719, together with the construction and operation of any 
facilities necessary therefor subject to the jurisdiction of the Com- 
mission, all as more fully described in the applications and exhibits 
in this proceeding, upon the terms and conditions of this order. 

(G) The certificates issued in paragraphs (E) and (F) shall be 
accepted in writing and under oath by Applicants within thirty 
days from the issuance of this order. 

(H) The certificates issued herein are not transferable and shall 
be effective so long as the respective Applicants continue the acts or 
operations hereby authorized in accordance with the provisions of 
the Natural Gas Act, this order, and any pertinent rules, regulations 
or orders hereinafter issued by the Commission. 

(I) The grant of the certificates herein shall not be construed as a 
waiver of the requirements of Section 4 of the Natural Gas Act, or 
of Section 154 of the Commission’s Rules and Regulations there- 
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under requiring the filing of rate schedules for the service herein 
authorized, and is without prejudice to any findings or orders which 
have been or may hereafter be made by the Commission in any pro- 
ceeding now pending or hereafter instituted by or against the Appli- 
‘ants. Further, our action in this proceeding shall not foreclose 
nor prejudice any future proceeding or objection relating to the 
operation of any price or related provision in the gas.purchase con- 
tracts herein involved. 

(J) The motions for oral argument and severance, above referred 
to, be and the same are hereby denied. 

Chairman Kuykendall and Commissioner Digby concur in the 
result, but adhere to the views expressed in Opinion No. 288 and 
order /n the Matters of Cities Service Gas Company and Signal Oil 
ond Gas Company, Docket Nos. G-2569 and G-2570, 14 F. P. C. 134. 


Diesy, Commissioner, concurring : 

I concur in the order granting a certificate of public convenience 
and necessity to sell natural gas. I object to any reference in the 
order concerning the issuance of a certificate of public convenience 
and necessity for the facilities of the independent producer or gath- 
erer of gas. 

A certificate of public convenience and necessity is neither required 
nor properly issued for construction and operation of facilities of a 
producer or gatherer. The action of a majority of this Commission 
issuing a certificate for facilities is improper for it represents an 
assertion of power denied to us by Congress. 

We have recognized the absence of power over facilities when, in 
Order No. 174 and Order No. 174-A, we failed to provide any pro- 
cedure whereby application could be made for a certificate author- 
izing their construction and operation. We did promulgate pro- 
cedural rules to enable filing of applications for certificates author- 
izing a sale or transportation. There was not even a suggestion that 
at some later time we would authorize or require authorization for 
construction and operation of facilities. 

The action heretofore taken, insofar as it made no provision with 
respect to facilities, was wholly consistent with the declarations of 
the Supreme Court in Federal Power Commission v. Panhandle 
Eastern Pipe Line Company, 337 U. S. 498, 505; Colorado Interstate 
Gas Co. v. Federal Power Commission, 324 U. S. 581, 598; Jnter- 
state Natural Gas Company v. Federal Power Commission, 331 U. S. 
682, 690-691, and Phillips Petroleum Company v. State of Wiscon- 
sin, 74 Sup. Ct. 794, 797-798. The language of the Court in these 
cases is clear and unambiguous. In Federal Power Commission v. 
Panhandle Eastern Pipe Line Company, supra, the Court stated that 
the “natural and clear meaning” of production or gathering con- 
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tained in Section 1 (b) of the Act encompassed “the producing 
properties and gathering facilities of a natural-gas company.” In 
Colorado Interstate Gas Co. v. Federal Power Commission, supra, 
the Court stated that the production or gathering exemption applies 
to the “physical activities, facilities and properties used in the pro- 
duction and gathering of natural gas.” In Jnterstate Natural Gas 
Company v. Federal Power Commission, supra, the Court stated that 
effect must be given to the exemption of producing and gathering, 
and indicated clearly that facilities, properties and activities of a 
producer and gatherer were exempted. The Court, in PAéllips Pet- 
roleum Company v. State of Wisconsin, supra, held only that a sale 
in interstate commerce for resale was not within the exemption of 
Section 1 (b). The discussion with respect to facilities and the 
recitation of the above-cited cases represents clear recognition of the 
intended scope and effect of the exemption as regards facilities. 

The issue to be resolved is whether the Natural Gas Act requires 
that a certificate of public convenience and necessity issue for con- 
struction and operation of the facilities necessary to effect a sale 
by a producer or gatherer in interstate commerce for resale. The 
issue is not whether a sale of gas in interstate commerce for resale 
can be made without facilities. It cannot be doubted that facilities 
necessary to effect a sale of natural gas in interstate commerce are 
facilities used in interstate commerce. Recognition of this fact 
cannot, however, create power in this Commission to issue, much 
less to require, certificates authorizing construction and operation 
of such facilities. 


In THE MATTERS OF 


CITIES SERVICE GAS COMPANY; SIGNAL OIL 
AND GAS COMPANY 


Opinion and Order Issuing Certificates of Public Convenience 
and Necessity 


Docket Nos. G—2569; G—2570 


November 28, 1955* 
Syllabus 


1. Commission has power to impose rate conditions where appropriate in grant- 
ing certificates of public convenience and necessity to independent producers. 
P. 142. 


*Designated Commission Opinion No. 288. Decision appears on p. 537. 
Epiror’s Nots.—Affiirmed 288 F. 2d 771 (C. A. 3, 1956), certiorari denied 353 U. 8. 923. 
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2. Acceptance of a rate schedule for filing does not involve a determination by 
the Commission of a substantive nature, nor does it indicate approval of 
the level or form of the rates set forth, or the conditions of service. P. 143. 

3. The issuance of a temporary certificate does not involve a commitment by 
the Commission that certificates of public convenience and necessity will be 
issued, or that any particular rates will be authorized if certificates are 
issued. P. 143. 

4. The determination that a sale by an independent producer is at arm’s length 
is not sufficient as the sole criterion in the determination of reasonableness 
of rates. P. 145. 

5. Imposition of a condition calculated to maintain an area price at an existing 
rate is consistent with previous decisions, P. 146. 

6. Commission will not countenance an unsupported rate increase, particularly 
in the absence of accepted controlling principles by which to measure the 
reasonableness of the rate levels of independent producers. P. 148. 

7. Commission issues certificates of public convenience and necessity under sec- 
tion 7 of the Natural Gas Act authorizing Cities Service to construct and 
operate facilities and authorizing Signal to sell natural gas in interstate 
commerce for resale. P. 150. 


KuykenpbatL, Chairman, and Dicsy, Commissioner, dissenting. 


Conrad C. Mount, O. R. Stites, Robert R. McCracken, Harry 8. 
Littman, and Dale A. Wright for Cities Service Gas Co. 

A. E. Stebbings, Justin R. Wolf, and Charles A. Case, Jr., for 
Signal Oil and Gas Co. 

Harry L. Albrecht for the staff of the Federal Power Commission. 


By THe CoMMISSION : 
OPINION 


In this proceeding we are concerned with interdependent ap- 
plications? filed pursuant to Section 7 (c) of the Natural Gas Act, 
one for authorization to deliver and sell natural gas which has been 
processed by a gasoline plant and the other for authorization to 
construct and operate a pipe line necessary to transport such residue 
gas. Signal Oil and Gas Company (Signal) has constructed and 
is operating a gathering system and natural gasoline extraction and 
processing plant (the Fox Gasoline Plant) capable of processing 
a maximum volume of approximately 40,000 Mcf of casinghead gas 
a day, and requests certificate authorization to deliver and sell 
the resulting residue gas in volumes in excess of 30,000 Mcf a day 
to Cities Service Gas Company (Cities Service) at the rate of 
12 cents per Mcf. Cities Service, which owns and operates an in- 
tegrated interstate pipe-line system, requests certificate authoriza- 
tion to construct approximately 15.5 miles of 16-inch pipe line to 
transport gas purchased from Signal for ultimate general system 
use. Both Applicants have been issued temporary certificates. 


1 See Appendix for procedural summary. 
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Delivery, sale and transportation of gas pursuant to such authoriza- 
tion commenced the latter part of October, 1954. 

Oklahoma Natural Gas Company (Oklahoma Natural), Lone Star 
Gas Company (Lone Star), who, together with Cities Service, are 
the principal purchasers of gas in the south-central area of Okla- 
homa in which the gasoline plant is located, and certain customer 
cities of Cities Service? were permitted to intervene and actively 
participated in the proceedings in this matter. Oklahoma Natural 
and Lone Star oppose Signal’s application solely on the ground that 
the proposed rate for the proposed sale of gas—12 cents per Mcf— 
is excessive, and urge that any certificate issued Signal be granted 
only upon the condition that Signal file a rate schedule providing 
for a 10-cent-per-Mcf rate for the sale of gas to Cities Service. 

Our conclusions differ from those of the Presiding Examiner as 
set forth in his initial decision in this matter issued June 28, 1955. 


SIGNAL OIL AND GAS COMPANY 
The Fox Gasoline Plant 

Construction of Signal’s Fox Gasoline Plant was commenced in 
March of 1954, and operation of the Plant began August 7 of the 
same year. Total cost of the Plant, including all gathering and 
metering equipment which is estimated to cost $1,500,000 or less, is 
estimated at not more than $4,500,000, and will or has been paid 
from cash on hand. Final cost figures were not available at the time 
of the hearing. 

Signal purchases casinghead gas, i. e., natural gas produced in 
combination with oil in an oil well, at points near its seller’s oil 
separators at a pressure varying from 6 to 10 pounds. The casing- 
head gas is then measured and flows, unaided by compression, 
through a gathering system of over 80 miles of large-diameter pipe 
to the Plant, at which point the inlet pressure ranges from 4 to 6 
pounds. The Plant, equipped with five 1,500 horsepower compres- 
sors, is operated with three stages of compression; absorption of all 
hydrocarbons extracted by the Plant is accomplished during the first 
two stages of compression which raises the pressure of the gas to 
400 p. s. i. g., and at this point, after dehydration, the residue gas 
is in marketable condition and transmission to market begins. The 
third stage of compression is required for delivery to Cities Service 
at the contract pressure of 800 p. s. i. g. 

The Plant is equipped to make a full range of natural gasoline 
vapor pressure and any mixture of propane and butane liquefied 

2 The Cities of Kansas City, Missouri; Kansas City, Kansas; Springfield, Missouri, and 
The Board of Public Utilities of the City of Springfield; St. Joseph, Missouri; Joplin, 


Missouri ; Independence, Missouri; Leavenworth, Kansas ; Atchison, Kansas ; and Carthage, 
Missouri. 
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petroleum gas. Signal’s witness estimated that the Plant will ex- 
tract an average of 1.17 gallons of 26-pound natural gasoline per 
Mcf of casinghead gas, .79 gallon of propane, and .34 gallon of 
butane. The casinghead gas entering the Plant has an estimated Btu 
value of 1304. After processing the residue gas has a Btu value of 
1102. Signal’s witness regarded the price of 4.925 cents a gallon 
for 26-pound natural gasoline and 2.36 cents a gallon for liquefied 
petroleum gas as reasonably close to the weighted average price 
that may be expected from the products. Extraction of hydrocar- 
bons and plant usages result in approximately 15 per cent shrinkage 
of the volume of gas between receipt into the Plant and delivery 
from the Plant. 


Signal’s Reserves and Purchase Contracts 


Signal presented evidence of its reserves under contract as of 
September 1, 1954. This evidence shows proven, recoverable reserves 
under contract of 112,579,000 Mcf. On this basis daily production 
and purchases of casinghead gas are estimated at 35,593 Mcf for 
the first four years, 34,668 Mcf for the fifth year, and deliveries for 
the next eight years declining at the rate of approximately 4,000 
Mcf a day on a yearly average. The reservoirs involved are be- 
lieved to be under depletion drive, and, although Signal’s contracts 
with its producers provide for the return of gas for secondary 
recovery of oil by repressuring, such an event is said to be unlikely. 

Additionally, Signal has entered into contracts for reserves not 
included in the geological testimony and will almost certainly be 
able to attach other reserves not under contract at the time the 
record in this proceeding was closed. The geology witness esti- 
mated a reserve of 20,000,000 Mcf for leases then under negotiation, 
stated his belief that new discoveries close to the Plant were prob- 
able, that there were proven reserves within this area not under 
contract, including gas cap gas, and that time limitations precluded 
inclusion of gas cap gas reserves underlying leases under contract 
in the reserve estimate. Furthermore, a significant number of gas 
purchase contracts not included in the reserve estimate, including 
some listed as under negotiation, have been entered into. The con- 
tract between Signal and Cities Service, dated July 6, 1954, lists 
186 leases under contract; Signal’s application, subscribed to 
August 18th, lists 203, approximately the number used in the geo- 
logical study, and, on November 16, 1954, a witness for Signal stated 
that 236 leases were under contract. The evidence pertaining to 
reserves appears to be reasonable. 

All of Signal’s gas purchase contracts are substantially identical 
in their terms. The evidence shows that Signal has entered into 
a total of 131 such contracts with 557 contracting sellers. These 

468917—-59——_12 





138 FEDERAL POWER COMMISSION 


contracts provide that Signal shall pay seller 50% of the proceeds 
from the sale of residue gas for the first 5 years after initial deliv- 
eries and 70% thereafter. The contracts provide that the seller 
will be paid a percentage of the price received for the natural gaso- 
line and liquefied petroleum gas attributable to the seller’s deliveries 
of casinghead gas. Signal charges its sellers for compression if the 
residue gas sales contract requires compression over 550 p. s. i. g., 
and at 800 p. s. i. g. this charge totals 5gth cent per Mcf; however, 
this charge is reduced (to zero) at the rate of 14th cent per Mcf 
for every cent that the gross price for residue gas exceeds 10 cents 
per Mef. 

Although the contracts recite that they will remain in effect for 
the life of the oil and gas lease of the seller, the contracts are ter- 
minable by either party for any reason at the end of seven years. 
For this reason Signal, in planning the Plant, has computed depre- 
ciation of all facilities on a 7-year basis. Both Signal and Cities 
Service, however, stated their belief that the Plant would be in 
operation far beyond the 7-year period. Signal stated that it ex- 
pects to be able to keep its existing reserves under contract after 
7 years, and to attach additional reserves sufficient to justify expan- 
sion of the Plant from the present maximum capacity of 40,000 Mcf 
of casinghead gas a day to a maximum capacity of 55,000 Mcf a day. 
Cities Service has projected its estimates of future supplies upon the 
basis of receiving an additional 15,000 Mcf a day from Signal by 
the 1955-56 season, and a Cities Service witness stated that he 
expects Signal to acquire reserves sufficient to operate the Plant for 
20 years or more. 


CITIES SERVICE GAS COMPANY 


Cities Service contends that the volumes of gas which it proposes 
to buy from Signal are needed as a necessary supplement to its 
existing gas supply. Cities Service requests authorization to con- 
struct and operate approximately 15.5 miles of 16-inch pipe line 
extending from the southern terminus of its existing 16-inch line 
in Garvin County, Oklahoma, southwesterly to a point inside the 
fence line of Signal’s Fox Gasoline Plant in Carter County, Okla- 
homa. Estimated cost of such facilities is $541,050. Design capacity 
of the pipe line is 83,500 Mcf a day at 800 p. s.i. g. The surplus 
capacity would serve to transport additional supplies of gas which 
Cities Service hopes to attach in the future, including additional 
gas purchased from Signal as a result of expansion of its Plant. 

Evidence presented by Cities Service shows that it would have 
a peak-day cushion of 10,550 Mcf of gas above firm requirements 
in the 195455 season, declining to zero in the 1955-56 season, with- 
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out the addition of gas purchased from Signal. Cities Service esti- 
mated its 1954-55 peak-day firm requirements at 1,226,000 Mcf, with 
382,000 Mcf coming from the Kansas-Hugoton area, 197,700 Mcf 
from the Oklahoma-Hugoton area, 137,000 Mcf from the Texas 
Panhandle area, 337,850 Mcf from underground storage, and 212,000 
Mcf from the “South of Blackwell” area in Oklahoma, including 
deliveries from the Fox Gasoline Plant. Line capacity, at least, is 
a limiting factor in obtaining additional supplies from the Hugoton 
and Panhandle areas since the figures given for peak-day deliveries 
from these areas are the same as the capacity of the pipe lines 
involved. There is less of a capacity problem in the “South of 
Blackwell” area, and additional supplies of gas can be attached with 
a smaller investment in facilities. 

The gas purchase contract between Cities Service and Signal, 
signed July 6, 1954, for a term of 20 years, contains a price adjust- 
ment or renegotiation provision effective each 5-year period, and 
a “favored nations” provision requiring Cities Service to pay 
Signal a price equal to the highest price it pays for gas purchased 
under similar circumstances in eight nearby counties in Oklahoma. 
The contract provides for delivery pressures of up to 800 p. s. i. g. 
The daily volumes delivered by Signal will vary little throughout 
the year due to the nature of oil production. 

We conclude that Cities Service has established a need for the 
residue gas from the Fox Gasoline Plant, that the design, capacity 
and cost of the pipe line appear to be reasonable, and that Signal 
has demonstrated a reserve of gas sufficient to justify the construc- 
tion of the pipe line by Cities Service. 


JURISDICTION 


No jurisdictional problems are presented in this proceeding. 
Cities Service is and has been found to be a “natural-gas company” 
within the meaning of the Natural Gas Act and the facilities for 
which Cities Service requests authorization are proposed to be used 
as an integral part of the company’s interstate pipe-line system, and, 
therefore, are subject to Commission jurisdiction under Section 
7 (c) of the Natural Gas Act. 

Signal’s proposed sale to Cities Service, under the decision of the 
United States Supreme Court in Phillips Petroleum Company v. 
Wisconsin, et al., 347 U. S. 672, and the facts of this case, would be 
a sale in interstate commerce of natural gas for resale for ultimate 
public consumption bringing Signal under the Natural Gas Act. 
Signal therefore is a “natural-gas company” within the meaning 
of the Act. All gathering and processing is completed before the 
proposed delivery and sale of gas to Cities Service. Therefore 
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Signal proposes to own and operate facilities used in the transmis- 
sion in interstate commerce of natural gas for resale, which facilities, 
as is the proposed sale, are subject to the certificate requirements 
of Section 7 (c) of the Natural Gas Act. 


OBJECTIONS OF THE INTERVENERS 


Oklahoma Natural and Lone Star. do not oppose the application 
of Cities Service as such, and do not oppose Signal’s application 
insofar as it concerns the question whether Signal should be per- 
mitted to sell residue gas to Cities Service. Their objections relate 
entirely to the price to be charged for the gas. The position of the 
municipality interveners is basically the same, although their con- 
cern, as customers of Cities Service, is directed particularly at the 
rate impact of the proposed sale on Cities Service. All of the inter- 
veners, together with the Staff of the Commission, contend that any 
certificate issued Signal should be conditioned upon the filing by 
Signal of a 10-cent rather than the proposed 12-cents-per-Mcf rate, 
and, if such a condition is not ordered, that Signal’s applications, 
and necessarily the application of Cities Service, should be denied. 

Oklahoma Natural and Lone Star introduced extensive evidence 
in support of their contention that Signal should be permitted to 
charge no more than 10-cents-per-Mcf. This evidence is essentially 
uncontradicted. It should be noted, however, that such evidence was 
adduced without consideration of the fact of Commission jurisdiction 
under the decision in the Phillips case, supra, over the rates of 
many of the independent producers in the area affected. The 
evidence shows that no more than 10-cents-per-Mcf is being paid 
for any gas purchased in the south-central region of Oklahoma. 
Further the evidence shows that Oklahoma Natural and Lone Star 
must meet any new higher price level as a matter of practical busi- 
ness necessity if they wish to purchase substantial volumes of new 
gas, that both companies must and do constantly seek additional 
gas supplies, and that both Oklahoma Natural and Lone Star have 
“favored nations” clauses in the majority of their existing purchase 
contracts which would become effective whenever the purchasing 
company pays a price within the State of Oklahoma in excess of 
the price paid under the contract involved. 

Oklahoma Natural, a wholly intrastate company, serves a total 
of approximately 320,000 customers, 115 communities, and a popula- 
tion of approximately 1,200,000, or over half of the population of 
the State of Oklahoma. In the year ending August 31, 1954, 
Oklahoma Natural sold approximately 117,000,000 Mcf of gas, with 
& maximum daily sendout in excess of 676,000 Mcf. The company 
has increasingly relied on residue gas purchases to a point where 
approximately 75% of its reserves are in this form. 
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Lone Star, a “natural-gas company” with operations in the States 
of Texas and Oklahoma, serves in excess of 650,000 customers. In 
the year ending August 31, 1954, Lone Star purchased more than 
41,000,000 Mcf of gas in the State of Oklahoma, all in the area 
adjacent to the Fox Gasoline Plant, and for the year ending 
August 31, 1955, it estimated its purchases in Oklahoma at 57,- 
000,000 Mef. 

Gas prices in the purchase areas of both Oklahoma Natural and 
Lone Star in Oklahoma were almost constant at about 5-cents-per- 
Mcf from 1945 to 1950, averaged about 6 cents from 1950 to 1952, 
and the record is without contradiction that the present maximum 
price in these areas in Oklahoma is 10 cents per Mcf. The average 
price of gas now purchased by Oklahoma Natural is approximately 
9.9 cents per Mcf. Over 400,000 Mcf a day of natural gas is sold 
in the south-central region of Oklahoma, and the bulk of this is 
residue gas sold under contracts and conditions entirely similar 
to those involved in the proposed sale by Signal. The largest 
single operation is a group of three plants known as the Maysville 
Plants, with Oklahoma Natural, Cities Service and Lone Star 
sharing in the output. Formerly these three plants delivered a 
maximum of 180,000 Mcf a day of residue gas, and the output is 
scheduled to be increased to a maximum of 260,000 Mcf a day in 
1955. 

The contention of Oklahoma Natural and Lone Star that a 12- 
cent sales price by Signal will “drive” the maximum price in the 
area from 10 to 12 cents is not contradicted by Signal, and a witness 
for Cities Service admitted that this would be the effect of the sale 
as proposed. Although the “favored nations” clauses in the existing 
contracts of Oklahoma Natural and Lone Star would not be “trig- 
gered” by the price Cities Service pays Signal, nor would any of 
- Cities Service’s “favored nations” clauses be “triggered,” the record 
clearly shows that the price proposed by Signal would inevitably 
cause a general area price increase for all major sales to 12 cents 
per Mcf as the result of future purchases of new supplies of gas. 
Again we wish to emphasize that this conclusion is stated without 
consideration of our rate jurisdiction over many of the affected 
sales in the area. 

Oklahoma Natural presented evidence that a general, two-cent 
increase in the cost of purchased gas would cost the company ap- 
proximately $2,000,000 a year. Lone Star. stated that the com- 
parable cost to it would be approximately $1,140,000 a year. With 
respect to Cities Service, the comparable cost would be approxi- 
mately $1,000,000 a year. Oklahoma Natural also contends that it 
would lose important industrial sales as a result of a general in- 
crease in purchased gas costs. 





142 FEDERAL POWER COMMISSION 


POWER TO IMPOSE A RATE CONDITION 


The single important question presented in this proceeding is 
whether Signal should be granted a certificate subject to the condi- 
tion that it file a rate schedule providing for a 10-cent-per-Mcf 
rate for natural gas sold Cities Service from the Fox Gasoline 
Plant rather than the 12-cent rate which it proposes and has filed. 
Signal contends that the Commission is without the legal authority 
so to condition a certificate issued it. Therefore, we must dispose 
of this contention concerning our power under the Natural Gas 
Act before considering the question of the propriety of a rate 
condition in the case. 

Signal asserts that since it has filed a rate schedule consisting 
of its contract with Cities Service and a statement showing estimated 
sales and billing for the first month of service, as it was required to 
do under the provisions of Sections 154.92 (b) and 154.93 of the 
Commission’s Regulations under the Natural Gas Act, and since 
this rate schedule has been accepted for filing as complying with 
the requirements of said Sections, the rate schedule becomes an 
“initial rate schedule” secure from any power to condition in this 
certificate proceeding. Signal states that its rate schedule cannot 
be rejected or suspended. It also seeks additional support in the 
fact that it has been issued a temporary certificate under the 
provisions of Section 7 (c) of the Act, and is making deliveries 
to Cities Service. 

Signal’s contentions are without merit. The Commission has 
long followed the practice of imposing rate conditions where ap- 
propriate in granting certificates of public convenience and necessity 
and the power so to do has been upheld by the courts. Alabama- 
Tennessee Natural Gas Co. v. F. P. C. (C. A. 3, 1953), 203 F. 2d 
494. As an example, in the year 1954 alone, as stated at page 128 of 
the 1954 Annual Report of the Commission, 52 certificates were 
issued subject to rate conditions. Section 7 (e) of the Natural Gas 
Act grants the Commission power to attach reasonable terms and 
conditions to the issuance of a certificate and, more generally, the 
power is found in the need to protect the public interest in a 
timely manner when a new service is authorized. Furthermore, there 
is no basis upon which to distinguish the Commission’s power with 
reference to issuance of a certificate to an “independent producer,” 
‘as here, and the exercise of such power with reference to an “inter- 
state pipeline company,” from which the precedents referred to are 
taken. The same Act applies to both. 

Signal’s argument that the fact that its preferred rate schedule 
was accepted for filing removes its proposed rate from the Com- 
mission’s power to condition is erroneous. If this contention were 
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correct, any independent producer could prevent imposition of a 
rate condition in a certificate for a new service merely by properly 
and timely filing a rate schedule, all of which is otherwise required 
by the Commission’s Regulations. Section 154.101 of the Commis- 
sion’s Regulations states: 

Acceptance for Filing not Approval.—Acceptance for filing of any rate schedule 

or part thereof, or of a Notice of Cancellation or Termination, is not to be con- 
strued as approval by the Commission, nor to serve in lieu of any requirements 
under Section 7 of the Natural Gas Act. 
Acceptance of a rate schedule for filing does not involve a determina- 
tion by the Commission of a substantive nature, nor does it indicate 
approval of the level or form of the rates set forth, or of the con- 
ditions of service. Such acceptance is a procedural matter wherein 
the person or company involved is informed that the rate schedule 
filed satisfies the formal requirements of Sections 154.92 (b) and 
154.93 of the Commission’s Regulations. Furthermore, in view 
of the decision in Mississippi River Fuel Corp. v. F. P. C. (C. A. 3, 
1953), 202 F. 2d 899, it appears that a rate schedule may not be 
rejected for filing if the procedural requirements are satisfied. 

The term “initial rate schedule” has no legal or substantive 
significance in the frame of reference of this case. The level of 
rates proposed is an element of the application at issue, and we 
have approved neither. Nor is the question of suspension of a 
rate schedule involved. Signal is not proposing to replace a filed 
rate schedule with a rate schedule providing for increased rates 
and charges. Finally, Signal is not aided by the fact that it has 
been issued a temporary certificate since this authorization was 
granted “* * * without prejudice to such disposition of the ap- 
plication at Docket No. G-2570 as the record may require.” Early 
in this proceeding Oklahoma Natural had requested that the tem- 
porary certificate issued Signal be abrogated or conditioned, and, 
in an order issued on October 18, 1954, we stated that “Such 
authorizations [temporary certificates] are not a commitment that 
certificates of public convenience and necessity will be issued after 
the necessary hearings which have been set to commence this 
month, nor that any particular rates will be authorized if certificates 
are issued.” (Emphasis supplied.) Our action in issuing temporary 
certificates was taken to avoid flaring of gas, and to afford Signal 
a temporary market for its gas and Cities Service a temporary 
supply of gas. Both applicants knew that their applications might 
later be denied, and they assumed this risk when they proceeded 
with the sale and purchase. Certainly if the greater thing, the 
application, could be denied, Signal cannot complain if a lesser 
element, the precise rate proposed, is not permitted. 
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Our previous decisions concerning independent producers are con- 
sistent with the foregoing conclusions. Lexia Buchanan, et al., 
Docket No. G-8864, order issued July 1, 1955, involved an applica- 
tion for a certificate by an independent producer for a sale made on 
and prior to June 7, 1954, the date of the order in the Phillips case, 
supra. Certain customer utility companies of the purchasing 
transmission company petitioned to intervene in the proceeding, 
alleging that the “favored nations,” price’ redetermination, and 
similar price escalation clauses contained in the contract between 
applicant and the transmission company were against the public 
interest, and should be stricken from the contract by requiring this 
action as a condition to issuance of the certificate. We denied 
the petitions to intervene, stating that the action requested was 
inappropriate in that proceeding, and that we were without power 
to grant the relief requested in a proceeding involving an “old 
service”. In Lenoir M. Josey, Inc., et al., order issued September 
18, 1955, Docket No. G-—8709, the same situation was presented 
except that a “new-service” application was involved, i. e., a sale 
of natural gas proposed to be commenced after June 7, 1954, and 
the protesting customer utility companies had been permitted to 
intervene and had fully presented their arguments against the 
“favored nations,” price redetermination, and similar clauses present 
in the sales contract. We declined to condition the certificate issued 
in such a way as to require elimination of the controverted clauses 
on the ground that this was unnecessary since the applicant could 
not increase its rates without Commission permission as required 
by Section 4 of the Natural Gas Act, and if such request should 
be made in the future the intervening companies would then have 
ample opportunity to contest increases based on such escalation 
clauses. We also reached the same conclusion on the same set of 
facts in Albert Plummer, Docket No. G-2578, order issued: Sep- 
tember 29, 1955. 

In Opinion No. 276, American Louisiana Pipe Line Company, 
et al., Docket No. G—2306, et al., issued October 1, 1954, we did not 
consider the question of ordering a certificate subject to a rate 
condition. The application in this proceeding for authority to 
construct and operate an interstate pipe line to serve the Mid-West 
had been filed long before the decision in the Phillips case, supra, 
and the question presented was whether the applications of the 
independent: producers supplying natural gas for the project.should 
or must be considered and acted upon at that time. We determined 
that such joint consideration and action would be inappropriate 
in that case. Thus we did not and could not consider the legal 
question presented here. Likewise, the findings and order issued 
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September 23, 1955, in Alabama-Tennessee Natural Gas Company, 
ét al., Docket No. G-2534, et al., 14 F. P. C. 497, are not inconsistent 
with our determination of the question of law presented in this 
proceeding. In the A/abama-Tennessee case certain interveners 
challenged the initial rates proposed by the independent producers 
which proposed to sell natural gas to Tennessee Gas Transmission 
Company. These interveners also challenged price escalation 
clauses in the sales contracts, and opposed the attachment of the 
reserves involved for other reasons. We declined to take any action 
respecting the initial price of the gas for a number of reasons, 
particularly because there was no evidence of record offered by the 
interveners to show that the proposed initial price was excessive, 
unjust and unreasonable. However, we affirmatively stated that 
our action therein was not to be construed as approval or dis- 
approval of the initial rate. At no point in this decision did we 
state or intimate that we lacked power under the Act to issue a 
certificate subject to a rate condition. 


PROPRIETY OF A RATE CONDITION 


The evidence is both clear and uncontradicted with respect to 
the effect of granting Signal a certificate covering its proposed sale 
to Cities Service without imposition of the rate condition in question. 
The general area price for natural gas in the south-central region 
of Oklahoma would become 12 rather than 10 cents per Mcf, unless 
we later refused to permit rate-increase applications by other sellers 
in the area filed as a result of a 12-cent rate for the sale by Signal. 
Even such later action could be effective only with respect to inter- 
state sales and, further, it would be difficult to justify such later 
refusal if we declined to act now with reference to the similar sale 
presented in this proceeding. 

Signal contends that the rate at which it proposes to sell natural 
gas to Cities Service is reasonable because it is the result of an 
arm’s length transaction negotiated under free competitive economic 
conditions. No defense of the proposed rate is made other than 
that contention. Under the less extensive jurisdiction believed to 
exist before the decision in the Phillips case, supra, we exercised 
the authority to disallow rates which were not the result of 
arm’s-length bargaining. The argument, made after that decision, 
that we must or may limit our inquiry with respect to the rates 
of an independent producer to the question of arm’s length, is 
untenable. The determination that a sale by an independent pro- 
ducer is at arm’s length is not sufficient as the sole criterion in the 
determination of reasonableness of rates. 

In this, a proceeding upon a certificate application, Signal as 
applicant-seller has the burden of proving all elements of its ap- 
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plication so that we may conclude that the service proposed is or 
will be required by the present or future public convenience and 
necessity. A vital element of such proof is concerned with the 
rates proposed. 

Oklahoma Natural, Lone Star and the Staff of the Commission 
point out that Signal’s proposed rate is two cents in excess of the 
“established going field rates” or “going field price” for similar 
gas sold under similar conditions in the area involved. They 
argue, and the facts are not in question, that permitting a sale 
two cents in excess of the existing maximum price will cause a 
radical disturbance of the status quo, and result in great harm to 
the customers of the public utilities purchasing gas in the area as 
well as injury to the public utilities themselves. While it may be 
argued that we may defer action until the time that the affected 
interstate sellers file for correlative rate increases under Section 4 
of the Act, this would be mere postponement of decision and the 
problems to be faced then would be many times more difficult. 
Imposition of a condition calculated to maintain an area price at 
an existing rate is consistent with our decisions in Panhandle 
Eastern Pipe Line Company, et al., Docket Nos. G—1116, et al., 
Opinion No. 269, issued April 15, 1954, and Z7 Paso Natural Gas 
Company, Docket No. G-2018, Opinion No. 278, issued November 
26, 1954. While in these two cases an average of the prices in the 
area involved was used, and in this case the average area price is 
a fraction less than ten cents, such a precise determination is not 
required here since we do not purport to determine the just and 
reasonable rate within the meaning of Section 4. 

It is appropriate to take notice of the fact that Signal had 
commenced and committed itself to construct the Fox Gasoline 
Plant before it had a contract or firm assurance that it would re- 
ceive the price at which it now proposes to sell gas. At the same 
time Signal knew that the maximum price for any type of gas in 
the area was 10 cents per Mcf. Signal therefore cannot claim 
that it relied upon receiving a price in excess of 10 cents when it 
constructed the plant. 

Oklahoma Natural and Lone Star strongly argue and seek to 
establish through cross-examination that the contract between Cities 
Service and Signal was not entered into at arm’s length. Their 
contention is this: Cities Service Gas Company and Cities Service 
Oil Company are both wholly owned subsidiaries of Cities Service 
Company, and Cities Service Gas Company buys large volumes of 
gas from Cities Service Oil Company at the Maysville Plants. 
Thus affiliate immediately and parent company ultimately would 
profit from a general area 2-cent price increase precipitated by a 
12-cent price paid Signal by Cities Service Gas Company. There 
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is no evidence that this is the deliberate plan and design of the 
Cities Service system, although such an intention would be very 
difficult to establish directly by evidence. Furthermore, there is 
no evidence that Signal was a party or had any knowledge of such 
a plan, and the evidence does not show ownership in common or of 
affiliation between the Cities Service system and Signal. Thus, we 
cannot conclude that the contract was not the result of arm’s-length 
bargaining. However, the opportunity for profit to the parent 
Cities Service Company is present, and is a consideration in this 
case. 

It has been stated, rather than order a rate condition in this 
proceeding, that we may immediately order commencement of a 
rate-investigation proceeding under Section 5 (a) of the Natural 
Gas Act into Signal’s rates and charges. This, of course, is true. 
However, recourse to a proceeding under Section 5 (a) in a situa- 
tion of this nature has several critical disadvantages, all detrimental 
to the public interest. 

Fundamental to the concept of rate regulation of the natural 
monopoly is the principle that the burden of demonstrating the 
reasonableness of the rates and charges assessed on and to be col- 
lected from rate payers should vest primarily in the proponent of 
the rate. Many organic statutes of regulatory commissions hold 
that this burden never shifts, regardless whether the assailed rates 
are effective or not. Under the Natural Gas Act, however, once a 
schedule of rates and charges has been filed and becomes effective, 
the burden of going forward with the evidence at least is borne 
by the complainant alleging unjust preference, prejudice or dis- 
crimination or by the Commission commencing an investigation on 
its own motion. It becomes clear, therefore, that in order effectively 
to attack a rate or a charge which has been filed and has become 
effective through operation of law, an unnecessarily difficult and 
complex procedure must be followed to the disadvantage of the 
public interest. 

A proceeding under Section 5 (a), moreover, is certain to entail 
a long delay in terms of time of final decision, and there is no 
way of undoing the damage done to the public in the interim period. 
A proceeding under Section 5 (a) is, itself, more time consuming 
than the course of action we employ here, thus, administratively 
more difficult and would confront us with a multiplicity of actions, 
all brought on by our failure to act in the first instance. 

It has been alleged that Oklahoma Natural was partially re- 
sponsible for the increase in price in the area to the present level of 
10 cents by renegotiation of contracts between it and its producers. 
Regardless whether Oklahoma Natural was or was not the moving 
party in these events, we are confronted with an accomplished legal 
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fact. This, then, is the rate which prevails in the area. It will 
continue to prevail until some fact operates to change it. As of the 
time of this proceeding no fact had occurred measurable in: its 
effect on this record which would justify the upward increase 
from 10 cents to 12 cents. Unless and until a record is made which 
will support this increase, we should not countenance such an 
unsupported rate increase. This is particularly true in the absence 
of accepted controlling principles by which to measure the reason- 
ableness of the rate levels of independent producers. 

We wish clearly to state that in conditioning the order to follow 
to provide for a rate of 10 cents per Mcf, we do not find that this 
rate is the just and reasonable rate within the meaning of Section 4 
of the Act. Neither do we foreclose an investigation under Sec- 
tion 5 (a) into the rates of Signal by our action in this proceeding. 
The evidence does not show that Signal’s proposed 12-cent rate is 
just and reasonable, and Signal has failed effectively to challenge 
either the evidence attacking its proposed rate or the evidence sup- 
porting a 10-cent rate. The 10-cent rate is not a definitive rate, 
and our action designedly is an interim measure calculated best 
to protect the public interest in a timely manner. 

In the face of admitted injury to many parties in this proceed- 
ing, we are convinced that a rate structure which has prevailed in 
this area for some time should not be disturbed without a showing 
more substantial than appears on this record that such a change 
is necessary and that the level to which the rates are proposed to 
be changed is itself just and reasonable. We find that the cer- 
tificate applicants herein have failed to demonstrate that a rate 
level of 12 cents per Mcf is necessary in the public interest or 
that the public convenience and necessity which requires the issuance 
of this certificate dictates a finding that a rate of 12 cents is 
necessary to ensure the economic feasibility of the project. 

This finding and the order which follows do not by any means, 
of course, foreclose Signal from filing any changes in its rate 
structure which it may feel necessary and which it is able to 
support. On the showing made contemporaneously with the filing 
or after an investigation and suspension proceeding has com- 
menced, we can rule on the justness and reasonableness of such 
changed rates and charges. 

Likewise those producers in the area involved who are subject to 
our jurisdiction may file for rate increases under Section 4 (d). 
This decision does not pass on the merits of present or future pro- 
posed rates of such producers, particularly since the applicants in 
such proceedings could present more evidence in support of their 
proposed rates than that developed on the record in this proceeding. 
Furthermore, determination of comprehensive criteria for deter- 
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mining rates of independent producers: could more appropriately 
be undertaken in such proceedings. 

We are ordering that Signal be issued a certificate covering its 
proposed sale to Cities Service subject to the condition that it file 
a rate schedule providing for a 10-cent rate because, with our 
authority to do so firmly established, the facts of this case urgently 
require a course of action which will forestall a general price in- 
crease in the south-central region of Oklahoma, thus “holding-the- 
line” and preserving the status quo, at least until experience and 
time have given us the opportunity to develop more comprehensive 
criteria governing determination of rates of independent producers. 
A proceeding of this nature can not and is not intended to take the 
place of a proceeding under Sections 4 or 5 of the Act. And 
clearly the basis for decision in this proceeding is not necessarily 
controlling in any future proceeding involving the rates of Signal 
or any other independent producer. 

The Commission further finds: 

(1) Cities Service Gas Company, a Delaware corporation having 
its principal place of business at Oklahoma City, Oklahoma, is 
engaged in the transportation of natural gas in interstate com- 
merce and the sale in interstate commerce of natural gas for. resale 
for ultimate public consumption, and therefore is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order in Docket No. G—141 (3 
F. P. C. 491). 

(2) Signal Oil and Gas Company, an independent producer of 
natural gas, is a Delaware corporation and by reason of the sale 
authorized herein is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public 
consumption, subject to the jurisdiction of the Commission, and 
will, therefore, be a “natural-gas company” within the meaning of 
the Natural Gas Act. 

(3) The proposed facilities of Cities Service hereinbefore de- 
scribed are to be used in the transportation of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission, and 
the construction and operation thereof by Cities Service are subject 
to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(4) The transportation and sale of natural gas by Signal herein- 
before described and as more fully set forth in the application and 
evidence in this proceeding together with the facilities used in 
making such sale and performing such transportation and which 
are subject to the jurisdiction of the Commission, are subject to 
the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 
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(5) Cities Service and Signal are able and willing properly to 
do the acts and to perform the service proposed and to conform 
to the provisions of the Natural Gas Act, and the requirements, 
rules and regulations of the Commission thereunder. 

(6) The transportation of natural gas by Cities Service, and the 
transportation and sale of natural gas by Signal, as proposed herein, 
are required by the public convenience and necessity, and cer- 
tificates therefor should be issued as hereinafter ordered and 
conditioned. 

(7) Public convenience and necessity require that the certificate 
hereinafter issued Signal shall be granted upon the condition that 
Signal file a rate schedule with the Commission providing for a 
rate of ten (10) cents per Mecf in lieu of its proposed rate of 
12 cents per Mcf for natural gas delivered and sold Cities Service 
from the Fox Gasoline Plant. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing Cities Service to construct and 
operate the facilities hereinbefore described, subject to the juris- 
diction of the Commission, all as more fully described in the 
application, for the transportation of natural gas as therein set 
forth, upon the terms and conditions of this order. 

(B) A certificate of public convenience and necessity be and the 
same hereby is issued upon the terms and conditions of this order 
to Signal authorizing the sale by it of natural gas in interstate 
commerce for resale together with the operation of the facilities 
used in making such sale and performing such transportation which 
are subject to the jurisdiction of the Commission. 

(C) The certificate granted in paragraph (A) hereof shall be 
accepted in writing, and under oath, by a responsible official of 
Cities Service and the general terms and conditions set forth in 
paragraphs (1), (3) (iv) and (5) of Section 157.20 of the Com- 
mission’s Rules of Practice and Procedure, except that the time 
limitation with respect to said paragraph (3) (iv) shall be two 
months after the date of issuance of the order herein, shall attach 
to the issuance of the certificate granted in paragraph (A) hereof, 
and to the exercise of the rights granted thereunder. 

(D) The certificate granted in paragraph (B) hereof shall be 
granted upon the express condition and requirement that Signal 
file a rate schedule with the Commission within 30 days from the 
date of issuance of this order providing for a rate of ten (10) cents 
per Mcf in lieu of its proposed rate of 12 cents per Mcf for natural 
gas delivered and sold Cities Service from the Fox Gasoline Plant; 
otherwise the order in this proceeding shall be null and void in its 
entirety. 
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(E) The certificate granted in paragraph (B) hereof shall be 
accepted in writing and under oath by Signal within 30 days from 
the date of issuance of this order. 

(F) The certificate granted Signal is not transferable and shall 
be effective only so long as Signal continues the acts or operations 
hereby authorized in accordance with the provisions of the Natural 
Gas Act, and the applicable rules, regulations and orders of the 
Commission. 

Chairman Kuykendall and Commissioner Digby dissenting. 


KuykEnpDALL, Chairman, dissenting : 

I am in general agreement with Commissioner Digby’s opinion. 
However, at the risk of repetition, I will express some of my views 
which have caused me to concur in the result which he has reached. 

In approaching the entire matter of certificating independent 
producers, I have great difficulty in harmonizing the provisions of 
Section 7 of the Natural Gas Act with the conditions and modus 
operandi which exist in the gas producing industry. The legislative 
history of the 1942 amendments to Section 7 of the Act indicate to 
me that these provisions were intended to apply only to pipeline 
companies and a rather tenable argument can be made that this is 
true,’despite the Supreme Court’s decision in the Phillips case, as 
only the question of rate jurisdiction was there involved. Never- 
theless, I am of the opinion that the entire Natural Gas Act is 
applicable to producers, as a matter of law. However, the applica- 
tion of the certificate law to producers seems unavoidably to lead 
to anomalies and to many results which do not advance or protect 
the public interest, but only hamper the industry and increase the 
work load of the Commission. 

For purposes of this opinion it will be assumed, without deciding, 
that we have the legal authority to impose rate conditions in an 
independent producer’s certificate if the necessary facts to warrant 
such a condition are in the record. In my view, this issue was not 
settled by the Alabama-Tennessee Natural Gas Company case, 203 F. 
2d 494, as the majority indicate. In fact the lawfulness of the rate 
condition in the certificate was not an issue in that case. Further- 
more, as Commissioner Digby has pointed out, there is a great dif- 
ference between imposing a rate condition in a certificate to a pipe- 
line company to construct facilities by means of which sales subse- 
quently will be made, and in imposing such a condition in a 
producer’s certificate authorizing sales forthwith. 

Since a pipeline company’s facilities are under our jurisdiction, 
a certificate to construct additional facilities must be obtained from 
us before construction is started. Sales through these certificated 
facilities cannot, of course, be consummated until the facilities are 
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constructed. Not so with the independent producer. His production 
and gathering facilities are not subject to our jurisdiction and have 
been constructed without a certificate from us before-any application 
for a certificate to sell is filed with this Commission. Furthermore, 
the producer always has a market for his gas, as shown by a contract 
to sell, before he applies for a certificate. 

In most cases, he desires to commence deliveries immediately, or 
in the near future, for various reasons, including a desire to. prevent 
drainage by adjacent wells, or to avoid flaring. We have endeavored 
to meet these emergencies by accepting the rate schedule for filing 
and granting temporary authority to make the sale. This pro- 
cedure clearly is necessary and proper, although I doubt if Congress 
had in mind, in 1942, when it amended Section 7 (c) of the Act, 
that temporary certificates would ever be issued under such a state 
of facts. 

Although we always provide, in a temporary certificate, that the 
authorization is without prejudice to such further disposition of 
the application as the record may require, such a reservation cannot 
have the effect of amending or repealing Sections 4 or 5 of the 
Natural Gas Act. When sales are made by a producer, under either 
permanent or temporary authority, pursuant to a filed rate schedule, 
I know of no way by which the applicable rate can be reduced by 
the Commission other than through proceedings under Section 5. 
I am unable to find the source of the power which the majority 
purport to exercise in fixing the ten-cent rate. 

Perhaps this dilemma could be avoided by withholding temporary 
certificates, and refusing to allow any rate schedules to be filed until 
each producer had obtained his certificate, after hearing, with such 
conditions in it as the Commission saw fit to prescribe and were 
justified by the record. However, this remedy would, I am sure, be 
worse than the existing ailment. We would, by this delay, cause 
waste of natural gas and unnecessary financial losses to many pro- 
ducers, all of which would tend, over a course of time, to increase 
the price of natural gas, and impair existing service. 

Nothing the majority says, or can say, can overcome the fact that 
we have refused to listen to objections to, and have accepted an 
initial rate of eighteen cents per Mcf (including gathering tax) in 
the Alabama-Tennessee case, Docket Nos. G—2534, et al., and have 
refused to accept a rate higher than ten cents per Mcf in this case. 
If such action is not capricious, it certainly is arbitrary. 

Virtually all state and federal laws relating to powers of regu- 
latory agencies recognize that such an agency does not and cannot 
have the knowledge or ability to devise an initial rate, and the power 
to suspend such a rate is therefore withheld. This principle was 
implicit in the Natural Gas Act, prior to the 1942 amendments. 
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We have, since then, construed the power to impose reasonable 
conditions as including the power to impose conditions pertaining 
to initial rates. We have, I believe, been within our lawful authority 
in doing so with pipeline companies, for the reasons which Com- 
missioner Digby has pointed out—that is, we have had sufficient 
knowledge to enable us to impose reasonable rate conditions. How- 
ever, as above indicated, I do not know of any express sanction of 
this procedure by any court, in reviewing our action in so doing. 

No other situation has come to my attention where any other 
regulatory body has had similar power to prescribe initial rates. 
That power cannot now be exercised on the record in the instant 
case. It may be that the time will come when we will have. the 
knowledge, experience, and standards which will enable us to do 
so with independent producers. 

Until then, we should follow the traditional and lawful procedure 
of accepting the first tariffs filed by an independent producer. 


Diesy, Commissioner, dissenting: 

I would grant the certificate to Signal without the price condition. 

The refusal of my colleagues to take into account the very dis- 
tinct difference between interstate pipeline companies and inde- 
pendent producers creates very serious regulatory problems. The 
bland observation that the basic regulatory statute applies to both 
of these classes of “natural-gas companies” only serves to further 
complicate the regulatory task which we acquired in the wake of the 
Phillips decision. 

Admittedly all of the precedents upon which the majority relies 
for its action in fixing the initial rate in the certificate of public 
convenience and necessity they would issue to Signal, an independent 
producer, have been drawn from the interstate pipeline cases. The 
use of such precedents in dealing with the independent producers 
seems very questionable even assuming that Section 7 (e) is so 
broad as to authorize us to fix an initial rate by a condition in a 
certificate in lieu of a rate proceeding under Section 4. It should 
be remembered that Section 7 (e) provides only for the imposition 
of reasonable terms and conditions. 

In the usual pipeline certificate case, the Commission studies the 
data which is supplied by the applicant pursuant to our rules, which 
data consists of rather detailed information including anticipated 
costs of the new project, estimated operating expenses, and the 
financing plans of the applicant, as well as the expected revenues 
from sales, which, of course, require the use of an assumed rate. 
All of this material is analyzed by the Commission with a view to 
determining whether the project will be economically feasible under 
the proposed initial rate and considerable attention is also given to 
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the matter of the reasonableness of the proposed rate from the 
consumer’s standpoint. 

The analysis of the rate assumed in the pipeline certificate ap- 
plication is very similar to the analysis made when a proceeding is 
undertaken upon the filing of a change in rate under Section 4. 
The data is of the same general character, the main difference 
being that in the Section 4 proceeding the Commission has access 
to the statistics of actual operation rather than estimates. In some 
of our certificate cases, very extensive rate studies have been made 
which have resulted in clauses in the certificates requiring the 
filing of a tariff which would be satisfactory to the Commission—a 
tariff which would provide for’as reasonable an initial rate as it 
is possible to develop in the absence of actual operating experience.’ 

Our present rules do not require very much information to be 
supplied by the independent producer who desires a certificate. 
Presumably, the rules relating to independent producers were drawn 
with a view to obtaining from the producer all of the information 
which we would need to have in our determination of whether or 
not the certificate would be in the public interest. We do not re- 
quire any financial data to be supplied by the producer, we do not 
seek any economic data from him, nor do we even ask that he submit 
data so that his contract price may be compared to others in the 
same area. In short, in the producer applications we do not require 
and thus we do not have the information upon which to ground a 
finding as to what would be a reasonable and just initial rate as we 
have in the pipeline applications. 

This is not the place to set forth my views with respect to the 
proper approach to rate-fixing for independent producers, but it 
seems to me that until we have developed such criteria or standards, 
we are in no position to weigh and analyze any producer rate, 
whether that be a beginning rate contained in a reasonable condition 
under Section 7 (e) or a rate change as filed by an independent 
producer. Since we do not have any criteria developed, it is clearly 
unfair to a producer applicant to tamper with the contract that was 
arrived at as a result of arm’s-length bargaining. 

The majority decision is replete with hedging as to the force 
and effect of the certificate condition containing the requirement of 
the 10-cent rate. They say they do not purport to determine the 
just and reasonable rate—and the 10-cent rate is not a definitive 
rate. “Our action,” says the majority, “designedly is an interim 
measure.” Signal is assured of its right to come to the Commission 
“at some future time and request any changes in its rate structure 


1Cf, In the Matter of Transcontinental Gas Pipe Line Corp., Docket No. G—1277, 
9 F. P. C. 32, 48; In the Matter of Commonwealth Natural Gas Co., et al., Docket No. 
G-963, et al., 9 F. P. C. 70, 78. 
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which it may feel necessary and which it is able to support.” Of 
course, all natural-gas companies have this right under the statute. 
What information Signal may need to support these changes in its 
rate structure is not indicated. This is because the majority does 
not know. Presumably, by the time Signal comes with such request 
for a rate increase, “experience and time” will have given us the 
opportunity to “develop more (sic) comprehensive criteria govern- 
ing the determination of rates of independent producers.” 

We cannot specify a rate in a certificate with a disclaimer of 
knowledge as to whether the rate is just and reasonable and justify 
the rate by a statement that we desire to “hold the line” and 
“preserve the status quo.” 

The Commission’s order in these matters undertakes to freeze some 
producer prices and some of the costs of some of the pipeline buyers. 
The freeze, of course, only applies to those producers and buyers 
which are under our rate jurisdiction. Oklahoma Natural Gas 
Company is a large purchaser of residue gas in the area and is now 
buying its gas under contracts which contain favored-nation and 
price-escalation clauses. Even if Oklahoma Natural does not pur- 
chase additional gas at higher than the 10-cent price—which, of 
course, it is free to do if it finds it expedient to do so—there are 
periodic increases provided for in its present contracts which will 
raise its gas costs to 13 cents per Mcf within a fixed period in the 
future. In the absence of Oklahoma Natural’s additional purchases 
of gas at the higher price which would trigger all of its other 
existing contracts and bring them all to the same price level, there is 
apparently no basis upon which Signal may seek a rate increase 
from us. When the periodic increases in Oklahoma’s contracts 
become effective and Oklahoma’s prices go up, then perhaps Signal 
will have some basis for applying for a rate increase. It is clear, 
therefore, that we have delegated to Oklahoma Natural the power 
to increase the area rates. 

In view of all of the circumstances of this case, I think that the 
price condition in the Signal certificate does not qualify as a “rea- 
sonable” condition under Section 7 (e) and that the legality of such 
a condition is doubtful. It permits Oklahoma Natural and the 
producers from which it purchases to manipulate the area price 
of natural gas at will. 

Perhaps sufficient has already been said in this dissenting opinion 
to justify my opposition to the majority opinion in this proceeding. 
I feel, however, that the Commission has the responsibility and 
duty to face the legal issues presented in this proceeding squarely 
and in such a manner as to give the interested parties a definitive 
determination by the Commission. State public service commissions, 
distributors, consumer representatives, as well as the purchasing 
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pipeline companies and the independent producers, are entitled to 
know with complete certainty the Commission’s position with ref- 
erence to the admissibility of evidence objecting to the initial filed 
and effective rate in a certificate proceeding and their right, if any, 
to have a rate condition reducing the initial effective rate in the 
order granting a certificate of public convenience and necessity to 
an independent producer to sell gas. The majority opinion, attempt- 
ing to justify its conclusions by previous orders of the Commission, 
seems completely lacking in forthrightness. Their reference to the 
American Louisiana certificate proceeding does not squarely face 
the fact that interveners in the producers’ certificate proceedings 
were denied the right to question the contract price of 20 cents per 
Mcf. The attempt to reconcile the Commission’s order in the 
Alabama-Tennessee certificate proceeding with the position taken 
by the majority in this proceeding is so strained as to leave the 
impression that it is a make-believe argument. In that proceeding, 
the independent producers were before the Commission on applica- 
tions for certificates of public convenience and necessity to sell gas 
to Tennessee at an initial contract rate of 17 cents plus a Louisiana 
production tax of 1 cent per Mcf. Interveners objected to the 
initial contract price and asked permission to cross-examine the 
independent producers in an attempt to have the Commission con- 
dition the certificates by reducing the initial price. These interveners 
were denied that privilege. Now the Commission says that the in- 
terveners did not present testimony attacking the original price 
and that as a matter of fact the Commission decided nothing with 
reference to its right or lack of authority to condition the pro- 
ducer certificates by reducing the initial rate. The majority also 
attempts to reconcile the Commission’s order in the Lexia Buchanan 
proceeding with their present holdings. In the Lexia Buchanan 
order, the Commission unequivocally held that a certificate pro- 
ceeding was not the proper forum in which interested parties had a 
right to attack the initial price. It is true, as pointed out by the 
majority opinion, that the Buchanan proceeding was one where the 
gas was being sold on June 7, 1954, and apparently the majority 
opinion in this proceeding holds that all certificate proceedings in- 
volving a sale of gas on June 7, 1954, must follow the Buchanan 
order and deny any right on the part of interveners to question the 
initial rate or any authority by the Commission to condition the 
certificate by a rate condition. 

The Commission’s actions on these issues had been sufficiently 
positive against the authority of the Commission to change the 
original effective rate of an independent producer in a certificate 
proceeding to lead interested parties who had filed interventions for 
such a purpose to withdraw from the proceedings and perhaps was 
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accepted as a policy determination by the Trial Examiner in the 
Anthony J. Tamborello proceeding as well as the Trial Examiner 
in this proceeding, both of whom held that a certificate proceeding 
was not a proper forum in which the initial effective rate might be 
questioned. As pointed out by the Trial Examiner in this pro- 
ceeding, a rate condition in the certificate would have the effect of 
accomplishing indirectly a change of the original filed rate which 
cannot be suspended by the Commission under the provisions of 
Section 4 of the Natural Gas Act. In view of the distinctions 
which we have pointed out between an interstate transmission line 
and an independent producer, I feel that both the law and our own 
orders require a positive determination by the Commission that 
evidence, the purpose of which is to question the initial rate, is 
inadmissible in a proceeding in which an independent producer is 
seeking a certificate of public convenience and necessity to sell gas. 


In THE MATTERS OF 


PACIFIC NORTHWEST PIPELINE CORPORATION, G-8932, 
G-8933, G-8934; EL PASO NATURAL GAS COMPANY, G-8940; 
NEVADA NATURAL GAS PIPE LINE CO., G-8997 


Opinion and Order Granting Certificates and Authorizing 
Importation and Exportation of Natural Gas 


November 25, 1955* 


Syllabus 


1. An exchange by two companies of natural gas at wellhead connections consti- 
tutes a sale subject to the provisions of the Natural Gas Act, for which a 
certificate is required. P. 163. 

2. Commission defers action on a portion of El Paso’s proposal to exchange gas, 
because El Paso has failed to show its ability to deliver the required volume 
of gas. P. 170. 

38. Commission conditions certificates granted to Pacific Northwest to provide 
that Pacific Northwest should not sell such gas for interruptible industrial 
use under any terms or conditions which will prevent the sale and use of 
such gas to meet new demands for firm gas. P. 175. 

4. Commission finds that the exchange arrangement between Pacific Northwest 
and El Paso, under the peculiar facts and circumstances in this case, has 
been justified and is shown to be in the public interest, despite the lack of 
designations of specific sources of gas for a particular customer. P. 176. 

5. Commission refuses to condition the awards of authority to Pacific Northwest 
so as to prevent any direct or indirect rate effect upon Colorado Interstate, 
because the transmission line of Colorado Interstate originally certificated 
by the Commission may not transport the volumes of gas then contemplated. 
P. 178. 


* Designated Commission opinion No. 289. 
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6. Commission issues certificates of public convenience and necessity under sec- 
tion 7 of the Natural Gas Act to Pacific Northwest, El Paso, and Nevada 
Natural for the construction and operation of facilities for the transporta- 
tion and sale of natural gas, and authorizes the exportation and importa- 
tion of gas by Pacific Northwest between the United States and Canada 
under section 3 of the Natural Gas Act. P. 181. 


Charles E. McGee, Leon M. Payne, Claude O. Roth, and R. E. 
Christianson, for Pacific Northwest Pipeline Corp. 

A. R. Grambling and George D. Horning, Jr., for El Paso Natural 
Gas Co. 

Ezekial G. Stoddard and Philip B. Brown for Nevada Natural 
Gas Pipe Line Co. 

Joseph B. Hobbs and William J. Grove for staff of the Federal 
Power Commission. 


By tHe ComMISsION : 
OprniIon 


These matters are before us pursuant to our order issued October 
6, 1955, granting the motion of the three applicants herein, Pacific 
Northwest Pipeline Corporation (Pacific Northwest), El Paso Natu- 
ral Gas Company (El Paso), and Nevada Natural Gas Pipe Line 
Company (Nevada Natural), for omission of the intermediate de- 
cision procedure. There is to be decided whether the importation 
and exportation of natural gas proposed by Pacific Northwest and 
its proposed construction, operation, maintenance and connection of 
facilities therefor at the international boundary between the United 
States and Canada will be consistent with the public interest under 
Section 3 of the Natural Gas Act (Act) and Executive Order No. 
10485 dated September 3, 1953, respectively; and whether the con- 
struction and operation of facilities for the transportation and sale 
of natural gas proposed by Pacific Northwest, El Paso and Nevada 
Natural (applicants) is required by the public convenience and 
necessity under Section 7 (e) of the Act. 

In our Opinion No. 271 and accompanying order, issued June 18, 
1954, in Docket No. G—1429, we authorized Pacific Northwest to 
construct and operate pipe-line and other facilities and make sales 
designed to afford natural-gas service to customers in the Pacific 
Northwest and adjoining areas in parts of the Rocky Mountain and 
western areas of this country. No authorization was granted in 
that proceeding for any importation of Canadian gas, or exportation 
of gas from this country. 

On May 23, 1955, Pacific Northwest filed three applications. In 
Docket No. G—8932, it filed an application under Section 3 of the 
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Act for authority to import up to 303,462 Mcf* of natural gas per 
day from Canada into the United States, and to export quantities 
of natural gas from the United States into Canada. In Docket 
No. G-8933, Pacific Northwest filed an application for a permit in 
accordance with Executive Order No. 10485, authorizing the con- 
struction, connection, operation and maintenance at the international 
boundary between the United States and Canada of natural-gas 
pipe-line facilities for the importation of natural gas into the 
United States and for the exportation of natural gas from the 
United States to Canada. In Docket No. G-8934, Pacific Northwest 
filed an application for a certificate of public convenience and 
necessity under Section 7 of the Act authorizing Pacific Northwest 
to increase the capacity of its pipe-line facilities presently authorized 
to be installed north of its Compressor Station No. 14 at Umatilla, 
Oregon, and extend in Northern Idaho and Washington, its system 
for the transportation and sale of the natural gas to be imported 
from Canada, in addition to the gas Pacific Northwest is presently 
authorized to transport and sell in Opinion No. 271 and accom- 
panying order. 

On May 23, 1955, El Paso filed an application in Docket No. 
G-8940, as subsequently amended, for a certificate of public con- 
venience and necessity under Section 7 of the Act, authorizing El 
Paso to expand its system to provide additional capacity to supply 
increased requirements of its existing customers and to exchange 
natural gas with Pacific Northwest. A number of amendments were 
filed by El Paso which are discussed in our order issued September 
16, 1955 (20 F. R. 7173-7175). El Paso’s proposals are finalized 
in its application, as amended August 30, 1955, hereinafter discussed. 

On June 3, 1955, Nevada Natural filed an application in Docket 
No. G-8997 for a certificate of public convenience and necessity 
under Section 7 of the Act, authorizing Nevada Natural to expand 
its system to supply increased requirements to existing customers 
and to provide service for new customers. 

The proceedings in the above-entitled matters were consolidated 
for hearing by notice issued June 15, 1955. The hearing commenced 
on July 18, 1955, and concluded on September 30, 1955. 


AUTHORIZATIONS SOUGHT BY APPLICANTS 


The authorizations sought by Pacific Northwest, El Paso, and 
Nevada Natural, more fully described in our subsequent discussion 
of the evidence, may be summarized here as follows: 


1 Volumes of gas which are variously stated by applicants, are hereinafter corrected to 
the 14.73 psia base customarily used by the Commission. 
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Pacific Northwest—In Docket No. G-—8932, Pacific Northwest 
requests authorization to import natural gas from Canada and to 
export natural gas to Canada. 

Pacific Northwest proposes to import a maximum of 303,462 Mcf 
of Canadian gas a day. Westcoast Transmission Company, Limited 
(Westcoast) would be the supplier of this gas, which would be de- 
livered to Pacific Northwest at a point on the international boundary 
near Sumas, Washington. This importation would commence in the 
fall of 1957, by which time it is estimated Westcoast will have 
completed a pipe line to be constructed by it extending from the 
Peace River area gas fields of Alberta and British Columbia. 

Two exportations of natural gas produced in the United States 
are proposed by Pacific Northwest. It proposes to export, on a 
temporary basis, a maximum of 12,000 Mcf per day and an estimated 
total of 3,942,000 Mcf of natural gas at the Sumas, Washington, 
point of connection referred to above. This gas, which would be 
for distribution in Vancouver, British Columbia, would be exported 
in the interim period between the time Pacific Northwest’s line is 
extended to the international boundary and the time when Canadian 
gas becomes available to Pacific Northwest from Westcoast. 

Pacific Northwest also proposes to export 12,600 Mcf of natural 
gas a day to the Trail area of British Columbia with delivery at the 
international boundary at a point near Boundary, Washington. 
Such delivery would commence in the fall of 1957 when Pacific 
Northwest receives import gas from Canada at Sumas. This de- 
livery is to continue for a twenty-year period. Gas so delivered 
is principally for industrial use by Consolidated Mining and Smelt- 
ing Company of Canada, Limited (Consolidated). Deliveries are 
to be made either to Consolidated or to Inland Natural Gas 
Company (Inland), one of Westcoast’s Canadian utility customers. 

Under its application in Docket No. G—8933 for issuance of a 
Permit pursuant to the provisions of Executive Order No. 10485, 
Pacific Northwest proposes to construct, connect and operate facil- 
ities required for the importation and exportation of natural gas as 
described above. These will be (1) a 26-inch-natural gas trans- 
mission pipe line extending to the international boundary between 
the United States and Canada near Sumas, Washington, where said 
pipe line will connect with the pipe line to be constructed by 
Westcoast from the Peace River area of Alberta and British 
Columbia, and (2) a 6-inch natural-gas transmission pipe line 
extending to the international boundary between the United States 
and Canada near Boundary, Washington, where said pipe line will 
connect with a pipe line in Canada extending north to the vicinity 
of Trail, British Columbia. The proposed facilities of Pacific 
Northwest at the international boundary will connect with and 
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become an integral part of the system facilities proposed by Pacific 
Northwest in Docket No. G-8934. 

By its application for a certificate of public convenience and 
necessity in Docket No. G-—8934, as amended, Pacific Northwest 
proposes to increase its system capacity for the transportation and 
sale of the natural gas it proposes to import from Canada, in 
addition to the transportation and sale of gas presently authorized 
in our Opinion No. 271 and accompanying order. 

In its original application in Docket No. G-8934, Pacific North- 
west proposed, among other things, to sell and deliver 252,875 Mcf 
of natural gas a day to El Paso at Mountain Home, Idaho. El 
Paso was to construct facilities from a connection with Pacific 
Northwest’s line at Mountain Home, extending to a point on the 
Nevada-California boundary near Reno, Nevada, and there deliver 
the gas to Pacific Gas & Electric Company (PG&E). However, 
at the commencement of the hearing on July 18, 1955, PG&E 
stated on the record that it would not accept delivery of gas from 
E] Paso at any point other than on the Arizona-California boundary 
near Topock, Arizona. Consequently, Pacific Northwest amended 
its application in Docket No. G—8934 on July 18, 1955, to eliminate 
this proposed sale to El] Paso at Mountain Home, to substitute 
therefor a proposal to sell such gas at various points on its system, 
and to make certain changes in its proposed facilities. 

At the conclusion of the hearing on September 30, 1955, Pacific 
Northwest moved to further amend its application in Docket No. 
G-8934 to conform with the proof with respect to a proposed sale 
of 50,575 Mcf of natural gas per day to El Paso described below, 
and the construction of approximately fifteen miles of 10-inch pipe 
line from a point on its main line near Ranier, Washington, to the 
vicinity of McIntosh, Washington, in connection with proposed sales 
to communities in that area.? 

Under its application, as amended, Pacific Northwest proposes to 
increase its pipe line capacity, substituting 420 miles of 26-inch pipe 
line extending north from Station No. 14 to the international 
boundary near Sumas, for 399 miles of various sized pipe line, here- 
tofore authorized in our Opinion No. 271 and accompanying order. 
It also proposes to increase the diameters of its Pasco-Kennewick, 
Hanford, Spokane, Wenatchee and Portland laterals, also authorized 
in that order, and to construct new laterals or extensions of laterals 
to Lewiston, Moscow, and Couer d’Alene, Idaho, Metaline Falls, 
Concrete, and McIntosh, Washington, and to the proposed Boundary, 
Washington export delivery point. Pacific Northwest also proposes 
to construct metering stations near Sumas, Washington and Ignacio, 


2It also moved to amend its other applications as to matters not material here. 
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Colorado, as well as an 8800 horsepower compressor station at 
Sumas, and the elimination of 4,460 compressor horsepower presently 
authorized. This elimination of horsepower will be achieved by not 
constructing Station Nos. 15 and 16 and by reducing the horsepower 
in Station No. 14 by 500. 

Pacific Northwest also proposes to sell 50,575 Mcf of natural gas 
a day to El Paso at the price Pacific Northwest pays Westcoast for 
the gas at the international boundary plus a 3 cents service charge.’ 
In connection with this sale, Pacific Northwest proposes to install 
two meters on its 26-inch line approximately one mile south of the 
Canadian border delivery point from Westcoast near Sumas, Wash- 
ington.* The first of these two meters will be owned and operated 
by Pacific Northwest and will be used to measure the volume of gas 
to be sold to El Paso. The second meter, which will be in close 
proximity to the first, will then re-measure the same gas for El Paso 
for immediate redelivery to Pacific Northwest. The record indicates 
that Pacific Northwest will construct and operate the second meter 
for El Paso. 

As a part of this transaction, E] Paso is to receive in exchange 
for the gas redelivered by it to Pacific Northwest at the second of 
the metering stations described above, 50,575 Mcf of natural gas 
from Pacific Northwest at a point immediately north of Pacific 
Northwest’s Compressor Station No. 1 in the vicinity of Ignacio, 
Colorado. 

El Paso—Under its application, as amended August 30, 1955 in 
Docket No. G—8940, El Paso proposes to enlarge its pipe line system 
to provide for an increase in system sales of 455,175 Mcf per day. 
Of this volume, El Paso proposes to sell 177,013 Mcf per day to 
Southern California Gas Company and Southern Counties Gas 
Company, jointly (hereinafter referred to as the Southern California 
Companies) and 177,013 Mcf a day to PG&E for delivery at the 
Arizona-California boundary near Topock, Arizona; 30,345 Mcf a 
day to Nevada Natural near Topock; and 70,805 Mcf a day to 
existing customers in the States of Arizona, New Mexico, and Texas. 

El Paso proposes to increase its system capacity by constructing 
413 miles of 34-inch pipe line with necessary compressor and ap- 
purtenant facilities from the outlet of its existing Blanco Plant in 
the San Juan field to its Colorado River crossing at a point on 
the Arizona-California border near Topock, Arizona, thus looping 
its existing 24-inch and 30-inch San Juan main line. Also included 
in El Paso’s proposal are facilities including 34 miles of 14-inch 


3 The price of gas to Pacific Northwest at the border is 22% cents prior to January 1, 
1959, and 22 cents per Mcf thereafter. 


4 These two meters are in addition to the proposed meter at the border used to measure 


the gas imported from Canada. This proposal was embodied in Pacific Northwest’s motion 
to amend its application to conform to the proof. 
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pipe line from El Paso’s Pinedale field in Sublette County, Wyoming 
to Pacific Northwest’s Big Piney system with appurtenant facilities. 

In order to meet its proposed deliveries of 455,175 Mcf of natural 
gas per day, El Paso proposes to obtain from sources within the 
Permian basin up to an additional 101,150 Mcf per day; and to 
obtain from sources within the San Juan basin up to an additional 
252,875 Mcf per day. 

In addition to the above, El Paso proposes three separate ex- 
changes of natural gas with Pacific Northwest. 

In the Border Exchange, the transaction referred to above in 
connection with Pacific Northwest’s proposal to sell 50,575 Mcf of 
natural gas to El Paso, it is proposed by El Paso to exchange 
50,575 Mcf of natural gas per day with Pacific Northwest by de- 
livering that volume of gas to Pacific Northwest one mile south of 
the Canadian border and receiving the same volume of gas at a 
point immediately north of the Pacific Northwest Compressor Sta- 
tion No. 1 at Ignacio, Colorado, as already described. 

In the Pinedale Exchange, El Paso has requested authority to 
exchange up to 50,575 Mcf per day of natural gas produced in the 
Pinedale field of Sublette County, Wyoming for an equivalent 
volume to be delivered to it by Pacific Northwest in the San Juan 
basin area. The Pinedale gas would be produced by El Paso and 
delivered at a point on Pacific Northwest’s system near the Big 
Piney field in Wyoming. In return for that delivery of gas Pacific 
Northwest would return an equivalent volume of gas to E] Paso in 
the San Juan basin area. Pacific Northwest will file an application 
for a certificate authorizing the Pinedale Exchange. 

In the San Juan Exchange, El Paso has requested authority to 
exchange natural gas with Pacific Northwest at wellhead connections 
in the San Juan basin on a temporary basis. Under this exchange 
arrangement El Paso proposes to deliver up to 102,000 Mcf of 
natural gas per day to Pacific Northwest for three years; up to 
61,200 Mcf per day in the fourth year, and up to 40,800 Mcf per day 
in the fifth year. Pacific Northwest proposes to return the gas at 
wellhead connections in the San Juan basin at a rate not to exceed 
51,000 Mcf per day commencing at the beginning of Pacific North- 
west’s seventh year of operation. Pacific Northwest stated on the 
record that it did not intend to file an application for a certificate 
authorization for the proposed San Juan Exchange. This Exchange 
is a sale subject to the provisions of the Natural Gas Act for which 
a certificate is required under Section 7, and our order herein will 
be conditioned accordingly. 

Nevada Natural—In Docket No. G-8997, Nevada Natural seeks 
a certificate authorizing the construction and operation of a pipe 
line approximately 114 miles in length to loop its presently existing 
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line extending from a point near Topock, Arizona, on the El Paso 
system, to a point near Whitney, Nevada. In addition, Nevada 
Natural proposes to construct and operate lateral lines to certain 
proposed direct sale customers. Also, Nevada Natural proposes a 
meter setting and connection west of Whitney, Nevada, on the pro- 
posed lateral extension to Blue Diamond and an additional delivery 
point on certain proposed laterals. 

The proposed additions to the Nevada Natural system will in- 
crease the daily system capacity from the present maximum of 
approximately 24,000 Mcf to approximately 60,000 Mcf. 

El Paso is Nevada Natural’s sole source of supply and El Paso 
has requested authority in Docket No. G—8940 to sell an additional 
30,345 Mcf of natural gas per day to Nevada Natural. 


PUBLIC CONVENIENCE AND NECESSITY 


Pacific Northwest Pipeline Company, Docket No. G-8934 

Gas supply.—Pacific Northwest’s proposed gas supply is dependent 
upon the importation of up to 303,462 Mcf of natural gas per day 
from Canada. An export permit has been granted to Westcoast 
for the export of this volume of natural gas, which is firm for a 
twenty-year period and which takes precedence over any subsequently 
developed demands within Canada. Determination of the adequacy 
of Pacific Northwest’s supply of natural gas necessitates a con- 
sideration of the proposed project of Westcoast including its gas 
supply and facilities. 

As a supplementary source of gas for a market primarily served 
with natural gas coming from the opposite end of an integrated 
system, the present proposal of Pacific Northwest has many ad- 
vantages. For the first few years at least, the additional volumes 
of gas will be largely used for interruptible industrial purposes, 
which will be curtailed when necessary to provide increased de- 
mands for firm service to domestic and commercial customers. 
Furthermore, the existence of a source of gas supply at both ends 
of the system will enable emergency service in the event of a line 
break or other accident which might interrupt the receipt of gas 
from certain of Pacific Northwest’s other sources of gas. 

Westcoast’s proposed sales to Pacific Northwest to commence in 
the fall of 1957, are as follows: peak day, Ist year 252,855 Mcf, 
2nd year 303,462 Mcf, 3rd year 303,462 Mcf; annual volumes Ist year 
88,072,810 Mcf, 2nd year 99,687,373 Mcf, and 3rd year 99,687,373 
Mcf. In addition to the proposed sale to Pacific Northwest, West- 
coast proposes to sell gas to two Canadian companies providing 
service to 20 communities in British Columbia. Westcoast estimates 
its sales to the Canadian customers to be as follows: peak day, 1st 
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year 41,620 Mcf, 2nd year 53,343 Mcf, 3rd year 66,654 Mcf; annual 
volumes, 1st year 11,539,901 Mcf, 2nd year 13,722,958 Mcf, and 
3rd year 16,266,433 Mcf. The total estimated Westcoast sales for 
the third year peak day are 370,116 Mcf which is the present 
design sales capacity of the Westcoast project. By the addition of 
compressors the Westcoast project can be expanded to a capacity 
of 660,000 Mcf per day. 

Westcoast’s recoverable gas reserves in the Peace River area are 
summarized in the following table: 








British Alberta Total 
Columbia 
Mef Mef Mef 
ITI 5b dint Splash daelaamsepciiciaiata tated igiatsinin cia 1, 431, 877, 000 1, 047, 878, 000 2, 479, 755, 000 
sn ensesdaditiesvatecedsidheqestuthioweies 171, 171, 000 413, 578, 000 584, 749, C00 


1, 603, 048,000 | 1, 461, 456, 000 3, 064, 504, 0CO 





Of the 2,479,755,000 Mcf committed, 182,078,000 Mcf of Alberta 
reserves are not under contract. These reserves both committed 
and contracted are 2,297,677,000 Mcef. 

Westcoast considers the British Columbia portion of uncommitted 
reserves (171,171,000 Mcf) to be available inasmuch as it will be the 
only pipe line outlet for gas in the area. As to the Alberta portion 
of uncommitted reserves, it will be necessary for the 413,578,000 Mcf 
to be declared surplus to the needs of Alberta. Furthermore, ap- 
proximately half of this volume is considered uneconomic because 
of the distance of the fields involved from Westcoast’s line. 

The evidence shows that Westcoast can meet Pacific Northwest’s 
maximum day requirements from Canada of 303,462 Mcf from 
January 1, 1957, through 1976, as well as the other requirements of 
Westcoast’s system in Canada. The total volume required by 
Pacific Northwest for the partial year of 1957 and the subsequent 
twenty-year period of operation through 1977 is 2,364,740,000 Mcf, 
of which 2,338,610,000 Mcf is presently available and committed. 

The recoverable reserve estimates are as of October 1, 1954. Since 
that time there have been twenty-two new gas discoveries in the 
Peace River area. Some of these new discoveries extend fields 
committed to the Westcoast project. We therefore conclude that the 
estimates of recoverable gas available to Westcoast, and thus to 
Pacific Northwest, are reasonably adequate to support the proposed 
project. 

The pipe line facilities of Westcoast would consist of 650 miles 
of 30-inch main line extending from Taylor, British Columbia, to 
Huntindon, British Columbia, on the United States-Canadian border ; 
4 compressor stations having a total of 47,000 installed horsepower; 
and other necessary appurtenances, including necessary gathering 
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systems in British Columbia; 135 miles of pipe line ranging in size 
from 8 inches to 24 inches for its gathering systems in Alberta. 

The route of Westcoast’s line differs materially in only one respect 
from that proposed in connection with the earlier application of its 
United States affiliate, which was heard with Pacific Northwest’s 
G—1429 application, and rejected by our Opinion No. 271 and ac- 
companying order. This one material change of route is the sub- 
stitution of the Boston Bar Pass for the Coquihalla Pass, the 
accessibility of the latter for winter maintenance having been ques- 
tioned. Although higher and with lower winter temperatures, the 
Boston Bar Pass has terrain features and accessibility which makes 
the selected route possible. 

The record shows that the proposed facilities of Westcoast are 
adequate to render the service proposed, and we so find. 

The feasibility of Westcoast’s project has also been shown. Its 
estimates of cost were prepared by engineers experienced in the 
construction of the Trans-Mountain oil pipe line in the same area. 
Considering local conditions and present costs, it was estimated that 
the total over-all cost of Westcoast’s project would be $142,000,000. 
The estimate appears reasonable. 

Westcoast plans to finance the construction of its proposed project 
by selling securities and through loans as follows: 





| | 
Security | Gross proceeds | Net proceeds 





44% first mortgage sinking fund bonds | $105,000, 000 $105, 000, 000 
GF subordinated Gevewitwres 66 sd. ncccnsiscnnscensdedscsiccsesendises | 20, 000, 000 i} 21, 600, 000 
I OEE PEIN WOE a so hcchirntinnichin niehdnakabemnabapawhagaunbe | 3, 000, 000 | ae ’ 
Common stock $5 par value 14 400, 000 14, 400, 000 
142, 400, 000 | 141, 000, 000 
Working capital bank Boul St 396%. <a n nner ese nen cisees|otbenseseyteene 1, 000, 000 


142, 000, 000 





The record reveals the facts tabulated below concerning the 
economic feasibility of the Westcoast project: 





i l 
| 1958 1959 | 1960 


Total revenues $22, 188, 000 $26, 481, 000 $27, 502, 000 
pp RARE ERE AE | 13, 545, 000 16, 669, 000 16, 872, 000 





7 —| shia a 
Utility income before income taxes 7 8, 643, 000 | 9, 812, 000 | 10, 630, 000 
Income tax | 1, 382, 000 2, 155, 000 2, 670, 000 
Return on average net plant 7, 261, 000 | 7, 657, 000 | 7, 960, 000 

133, 430, 000 133, 582, 000 | 128, 648, 000 


Rate of return percent __ 5. 44 | 5.73 | 6.19 


Upon consideration of all the evidence, it is reasonable to con- 
clude that Westcoast’s project can be successfully consummated and 
that its project is otherwise feasible and we so find. 


OO So tt RR Oe PSO lol OO 














PACIFIC NORTHWEST PIPELINE CORP. ET AL. 167 


Westcoast has obtained from local and Dominion authorities all 
authorizations necessary for its proposed exportation of gas from 
Canada. The terms and provisions of the various authorizations 
adequately permit the sales and service proposed to be rendered by 
Westcoast. 

Facilities—To authorize the issuance of a certificate, it must be 
shown that the facilities proposed are adequate to render the service 
proposed and meet the demands that may be placed on them. 
Pacific Northwest’s proposal to construct and operate facilities 
which will enable it to increase its system capacity by 303,462 Mcf 
per day, and render the service proposed herein, calls principally 
for the construction by Pacific Northwest of 420 miles of 26-inch 
pipe line extending from Compressor Station No. 14 near Pendleton, 
Oregon, to a point on the international boundary near Sumas, 
Washington, and 100.5 miles of 20-inch pipe line running from the 
mainline at Compressor Station No. 14 to the Lewiston lateral take- 
off, as well as various laterals and extension of laterals as fully 
set forth in the record. 

Pacific Northwest proposes to install a new compressor station 
with 8800 horsepower (Station No. 18) at the international boundary 
near Sumas, Washington, and to eliminate Compressor Stations 
Nos. 15 and 16 for which authorization was granted in Docket No. 
G-1429 and to reduce the horsepower at Station No. 14 by 500 
horsepower. It proposes no changes in its pipe line or compressor 
stations from Station No. 1 at Ignacio, Colorado, to Station No. 14. 

By means of these: facilities, as more fully described in its ap- 
plication as amended, and the facilities previously authorized in 
Docket No. G—1429, Pacific Northwest will have a maximum day 
pipe line capacity of 678,582 Mcf of natural gas. Insofar as design 
is concerned, the record shows that the proposed facilities of Pacific 
Northwest are reasonably adequate to transport the volumes of gas 
and perform the service for which authorization is requested. 

Markets—To justify the issuance of a certificate, an applicant 
must show that there exist in the territory proposed to be served, 
customers who can reasonably be expected to use the proposed 
natural-gas service. 

Pacific Northwest was authorized in Docket No. G—1429 to sell 
the following volumes of gas: peak day, Ist year, 264,371 Mcf; 2nd 
year, 307,044 Mcf; 3rd year, 351,836 Mcf; annual, 1st year, 89,345,211 
Mcf; 2nd year, 102,222,899 Mcf; 3rd year, 112,290,337 Mcf. 

Pacific Northwest shows market requirements on a firm basis in 
addition to those previously authorized in the following volumes: 
peak day, Ist year, 31,907 Mcf; 2nd year, 324,959 Mcf; 3rd year, 
331,463 Mcf; annual sales, Ist year, 9,036,213 Mcf; 2nd year, 74,767,- 
513 Mcf and 3rd year, 111,832,556 Mcf. 
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It is clearly established in the record that markets exist for Pacific 


Northwest’s sales. In fact, the sales listed, both authorized and No 
proposed, show a total that exceeds supply. This is due primarily has 
to the inclusion of the El Paso sale of 50,575 Mcf per day into the of 
estimates during the year. 

This is without consequence, however, since the record reveals pl: 
that this situation may be easily remedied by reducing the sales Ne 
proposed to special interruptible customers on any given peak day gi 
or peak period. For example, on its 3rd year peak day Pacific da 
Northwest would reduce its special interruptible sales from 147,000 to 
Mcf per day to 108,301 Mcf per day to remain within its system 
capacity. we 

Economic feasibility —Pacific Northwest presented its economic 
feasibility studies on two bases. First, it presented a study to show Fi 
the economic feasibility on the proposed incremental system expan- 
sion, which showed an incremental rate of return of 1.70% for the " 
first year, 7.80% for the second year, 5.70% for the third year, 

7.80% for the fourth year and 13.3% for the fifth year. 

A second study was presented showing the composite rate of In 
return based on the combined system operation including authorized C 
operations and proposed operations. This study revealed that the 
combined operations would show the following rates of return: Ist 
year 5.78%, 2nd year 8.14%, 3rd year 8.33%, 4th year 7.88% and “ 
fifth year 9.20%. 

The sales volume used by Pacific Northwest to arrive at its esti- 
mates of return are shown in Exhibit No. 100. No sales to El Paso Ww 
are shown in this exhibit. Pacific Northwest now proposes to make d 
a sale to El Paso of 50,575 Mcf per day. However, this will not E 
change the revenue exhibit inasmuch as the El Paso sale will replace 
special interruptible sales in like volume and the revenue from both “ 
sales is exactly the same. g 

On the basis of the facts of record, we find that- Pacific North- m 
west’s project is economically feasible. ‘ 

Financing.—In order to justify the issuance of a certificate, an 
applicant must show that it possesses sufficient finances to construct . 
the facilities for which authorization is sought. o 

Pacific Northwest plans to finance the proposed facilities, esti- ‘ 
mated to cost some $21,368,000, through the sale of securities as tl 
follows: 1: 

Ss 
Amount Percent I 

First mortgage 44% pipeline bonds...................-.--.--.-...------.----~--.|$16, 000, 000 Poem 
534% interim notes due June 1, 1957.................---- todas muskatinaee 2, 139, 000 10 } 





Common stock, 315,660 shares...........---.------------------------- So cduamaaiie 3, 227, 900 15 
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This proposal amounts to an extension of the plan which Pacific 
Northwest is following to finance the facilities which it presently 
has under construction. The company detailed its plan for the sale 
of these securities and it appears feasible. 

A partner of White, Weld & Co., which company in April 1955, 
placed Pacific Northwest’s outstanding notes, testified that Pacific 
Northwest’s plan was financially feasible provided approval were 
given to Pacific Northwest’s proposed sale of 50,575 Mcf of gas 
daily to El Paso just south of the Canadian border and redelivery 
to El Paso at the southern end of the Pacific Northwest system. 

After consummation of this contemplated financing Pacific North- 
west’s estimated capital structure will be as follows: 








Percent 

First Mortaege Bonds 416%...... 5. - 25 5s scenes $109, 200,000 59.0 

OUI SRO I iii Se cn ee bee eee nods 26,800,000 14.5 

3.75% Unsecured Notes issued to: 

Phillips Petroleum Company-.-_------ 1 $5, 654, 000 
Colorado Oil & Gas Corporation__-_-_- - 675, 000 

6, 329, 000 3.4 

I HE neg Se nc eda eer aca 19, 360,000 10.5 

Common Stock, premium and surplus-_-------.-------- 23,274,000 12.6 

184, 963,000 100.0 


1 Payable in the whole at the option of Pacific Northwest by delivery of Pacific Northwest Common 
having a market value at the time of delivery equal to 10844% of the unpaid balance of these notes. 


Considering the facts of record, we find that Pacific Northwest 
will be able to finance as proposed, if we authorize its proposed sale 
described above to El Paso in this proceeding. 


El Paso Natural Gas Company, Docket No. G-8940 


Markets——Under its application as amended, El] Paso proposes to 
sell 455,175 Mcf of natural gas per day: 177,013 Mcf per day to the 
Southern California Companies; 177, 013 Mcf per day to PG&E, 
and 30,345 Mcf a day to Nevada Natural, and 70,805 Mcf to existing 
customers in the States of Arizona, New Mexico and Texas. 

A full showing was made as to El Paso’s actual and estimated 
market requirements, and on the facts we find that there exist 
markets which can reasonably be expected to utilize all increased 
volumes of sales proposed by El Paso. In fact, the record shows 
that the three California companies will have requirements for 
larger volumes of natural gas at a very early date in excess of the 
supply from their present California sources and the total gas which 
E] Paso will be delivering to them under its present proposal. 

Gas Supply.—tIn order to meet its proposed deliveries of 455,175 
Mcf per day, El Paso proposes to obtain from sources within the 
Permian Basin up to an additional 101,150 Mcf per day; to obtain 
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from sources within the San Juan Basin up to an additional 252,875 
Mcf per day; to obtain by purchase 50,575 Mcf per day from Pacific 
Northwest; and to obtain up to 50,575 Mcf per day from its pro- 
posed production in the Pinedale field in Wyoming which it would 
deliver to Pacific Northwest at a point near the Big Piney Field 
in Wyoming and receive by way of exchange and displacement an 
equivalent amount of gas up to 50,575 Mcf per day from Pacific 
Northwest at a point within the San Juan basin area. 

Reserves controlled by El Paso in the Permian basin are adequate 
to supply the 101,154 Mcf daily additional gas to be taken there- 
from. Likewise, its own reserves and the reserves committed to it 
by gas sales contracts with producers in the San Juan area are 
adequate to assure a delivery of 252,885 Mcf daily from that area. 
Reserve and deliverability evidence of record shows that El Paso 
will be able to supply all volumes within its requirements as well 
as to advance to Pacific Northwest at the same time the exchange 
gas provided for in the exchange contract of December 11, 1954. 

The Staff has questioned the ability of El Paso to deliver the 
50,575 Mcf per day of gas which it proposes to obtain from its own 
Pinedale reserves, and has asked that this part of El Paso’s project 
be denied without prejudice. Three infirmities to the availability 
of the Pinedale gas to El Paso’s system are suggested. The first 
infirmity relates to deliverability in the field. The volume of re- 
serves is not questioned, but it is said that the apparent low perme- 
ability and lack of adequate evidence as to the probable volumes 
which can be obtained from each well require further study before 
this part of the project is approved. The second infirmity goes to 
a claim that the lateral line of Pacific Northwest through which it 
is proposed that the Pinedale gas be delivered to Pacific Northwest’s 
main line does not have sufficient capacity to handle the Pinedale 
gas in addition to Pacific Northwest’s own gas from the Big Piney 
and Dry Piney fields, the transportation of which constituted the 
original sole purpose of the said lateral. The third infirmity relates 
to the failure of Pacific Northwest to request authority to engage 
in the exchange. 

It appears that the Staff’s position is well founded and although 
conditions could be imposed which would afford the public interest 
the necessary protection, it does not appear that such conditions 
would be in accord with orderly administrative procedures. We will 
therefore defer action on that portion of El Paso’s proposal relating 
to the facilities to be constructed in Wyoming necessary for the 
delivery of natural gas to Pacific Northwest’s Big Piney lateral. 

Our action in this regard does not mean that we do not believe 
that the efforts of El] Paso in the Pinedale Field will not be success- 
ful. The contrary is true. Further, it is our opinion that the 
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reserves presently available to El Paso, as well as those which will 
become available in the future, permit the construction of the main- 
line facilities necessary for the delivery of the full volumes proposed 
to be delivered and sold to the Southern California Companies by El 
Paso. We therefore will authorize the construction and operation of 
the so-called Pinedale main line facilities consisting of 32.5 miles of 
34-inch pipe line looping the present horsepower in the Gallup 
Station. 

Our action herein will permit El Paso and Pacific to file simul- 
taneous applications for certificate of public convenience and neces- 
sity for the exchange of natural gas when the development of the 
Pinedale field more conclusively indicates the extent of the facilities 
required for such exchange. 

Facilities —Certain additional facilities El Paso proposes to con- 
struct and operate deserve notice. Main line facilities directly at- 
tributable to the receipt by El Paso of 50,575 Mcf per day of gas 
from Pacific Northwest involve a total of 6,000 additional com- 
pressor station horsepower, with metering equipment and appur- 
tenant facilities. Also involved are 34.1 miles of 24-inch pipe line 
extending from the Ignacio plant to the Blanco plant. 

The total estimated cost of all facilities proposed by El Paso is 
$194,274,000. Elimination of the Wyoming facilities results in an 
estimated cost of authorized facilities of approximately $184,000,000. 
These facilities are necessary and adequate for the service proposed 
and the cost estimates are reasonable. 

Economic Feasibility —El Paso presented detailed studies of its 
costs, revenues and rates of return under its plan as finalized in its 
application as amended August 30, 1955. Revenues are based on 
rates under Docket No. G-—4759, which became effective April 15, 
1955. Under its present proposal, including the Pinedale Exchange 
and the Pacific Northwest purchase, the estimated rate of return 
on its incremental operation is 5.94% in the first full year of oper- 
ation or 1959, 6.14% in the second year and 6.38% in the third year. 

The estimated composite rate of return is 5.74% in the first year, 
5.93% in the second year and 6.08% in the third year. 

The facts establish that El Paso’s proposed project is economically 
feasible. 

Financing.—E1 Paso proposes to raise the $198,000,000 which it 
requires for the construction of the additional facilities proposed 
in its application as amended by selling First Mortgage Bonds, 
$152,000,000; by a 5-year bank loan, $10,000,000; by other bank loans, 
$12,000,000; and by retained earnings, $24,000,000. 

El Paso is already an established natural-gas company which has 
some $573,000,000 of securities of various types outstanding held by 
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institutional purchasers or the investing public.’ These include 
numerous issues of first mortgage bonds, debentures, first and second 
preferred stock and common shares, the latter being listed in the 
New York and San Francisco Stock Exchanges. 

There was testimony that El Paso has already concluded arrange- 
ments to sell $132,000,000 of First Mortgage 334% Bonds and to 
borrow $10,000,000 on a five-year loan from a leading New York 
banking institution. El Paso anticipates no difficulty in placing 
additional bonds to the extent of $20,000,000 and in negotiating 
additional bank loans to the extent of $12,000,000. In addition to 
this, El Paso expects to draw upon its prospective net income to 
the extent of some $24,000,000 over the period during which it will 
construct these properties. Additionally, El Paso has the alterna- 
tive of selling additional common stock, which it has accomplished 
with little difficulty in the past. 

After giving effect to the sale of securities proposed to be issued 
herein, it is estimated that the capitalization of El Paso as of 
December 31, 1957, will be as follows: 





SIN 3. i oes, ed be bdahindsabebeguaninecenaunmebt 
Ist and 2nd nome NID hc cB we bce cane rtp leet kiedtbete mean catia 74, 600, 000 
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We conclude that El Paso’s proposals are financially feasible. 
Nevada Natural Gas Pipe Line Co., Docket No. G-8997 


Markets.—Nevada Natural has shown its actual sales in the one- 
year history of its existence. They total 1,052,453 Mcf. Of this, 
741,030 Mcf was from direct sales to four industrial customers and 
the remainder to its two utility customers for resale. 

Nevada Natural estimates that in the third year of operation of 
its expanded system, its total annual sales will be 16,744,635 Mcf. 
Industrial sales to nine direct industrial customers account for 
14,030,072 Mcf of this total and 1,986,536 Mcf is to be sold to utility 
customers. 

Nevada Natural further estimates that its average day sales in 
1957 will be 48,700 Mcf and its peak day sales will be 50,000 Mef. 
Of the total peak day sales shown above 32,200 Mcf is shown as 
firm gas and 17,800 Mcf as interruptible. The industrial require- 
ments shown in Nevada Natural’s exhibits are the result of contracts 
between Nevada Natural and these industrial purchases. 


5 The total includes 4,852,915 Common shares of $3 par value representing a total 
common equity of $117,250,000. 
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We conclude that the markets shown are reliable estimates and 
will adequately support the proposed project. 

Supply.—Nevada Natural’s sole source of supply is El Paso. 
Nevada Natural presently is receiving natural gas from El] Paso 
under a contract which provides a maximum of 20,230 Mcf per day. 
Nevada Natural has contracted with El Paso to increase the maxi- 
mum daily volume by 30,345 Mcf which will provide a total maxi- 
mum daily volume of 50,575 Mcf. El Paso has requested authority 
in Docket No. G—8940 herein to make the increased sales to Nevada 
Natural. 

Since Nevada Natural’s new gas supply is to come from sources 
within the El Paso system which have been shown to be adequate, 
there can be no question but that Nevada Natural’s proposed gas 
supply is adequate. 

Facilities —Nevada Natural proposes to construct and operate a 
pipe line approximately 114 miles in length to loop its existing 
transmission line extending from a point near Topock, Arizona, on 
E] Paso’s system, to a point near Whitney, Nevada. Nevada Natural 
further proposes to construct and operate lateral lines to certain 
proposed direct sales customers. Other facilities proposed by Nevada 
Natural are detailed in its application. 

The proposed additions to the Nevada Natural System will in- 
crease its daily system capacity from the present maximum of 
approximately 24,000 Mcf to approximately 60,000 Mcf. The total 
estimated cost of all the proposed facilities and additions to Nevada 
Natural’s system is $4,103,188. The estimated costs appear reason- 
able and the additional facilities are adequate to render the service 
proposed. 

On August 16, 1955, Nevada Natural requested temporary authori- 
zation to construct a portion of the facilities described above, con- 
sisting of approximately 7 miles of 12-inch pipe line and 16 miles 
of 8-inch pipe line, the establishment of an additional delivery point, 
and a meter setting. Temporary authorization was granted by the 
Commission on September 9, 1955. These facilities also are adequate 
to provide the service proposed, and their estimated cost appears 
reasonable. 

Economic Feasibility —Facts are in the record showing the esti- 
mated rates of return anticipated from the expanded system opera- 
tions proposed by Nevada Natural. These rates of return were 
arrived at in the normal fashion. Sales were estimated and present 
rates were applied. Existing FPC tariff rates were used in the 
instance of sales for resale to ultimate customers and contract rates 
in the case of industrial sales. The cost of gas was computed from 
the existing El Paso tariff. 
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The rates of return resulting are estimated to be 6.87% in 1955, 
4.16% in 1956 and 8.91% in 1957. 

The facts establish that the proposed project is economically 
feasible. 

Financing.—Nevada Natural is a relatively new company in the 
natural-gas business. It commenced operations in 1954 and its capi- 
talization as of April 30, 1955 consisted of $1,090,000 First Mortgage 
Bonds, 5% Series, due in 1973; 25,000 shares of $1.50 Series Cumu- 
lative Preferred Stock having a par value of $21 per share and an 
aggregate value per books of $525,000, also 100,000 shares of $1 par 
value common. The aggregate value of the common equity, includ- 
ing premiums and allowing for a $27,861 operating deficit as of 
April 30, 1955, was $503,389. 

Nevada Natural proposes to finance the present undertaking by 
selling $1,500,000 of First Mortgage Bonds, 414% Series, due in 1975; 
40,000 shares of a Cumulative Preferred Stock Series B; and 52,000 
shares of common. The estimated total proceeds from the sale of 
these securities is $4,133,350, which is within $25,000 of the estimated 
cost of the proposed facilities. The record shows that these securi- 
ties can be sold and the project reasonably financed. 

After completion of the proposed financing the estimated capitali- 
zation would be as follows: 


Amount Percent 
Long-term debt: 
First Mortgage Bonds, 5%, due 1973 $950, 000 
First Mortgage Bonds, 4%%, due 1975__-_ 2, 400, 000 
—————_ $3, 350,000 52.8 
Preferred stock: 
MN TU so cg x cash cs a Sse chew Snes tos aera dea 525, 000 
$1.50 Series B 1, 000, 000 
—————-__ 1, 525,000 24.0 
Common stock, premium and surplus: 
CONOR 8g tn ed ni cwinkce ec umein 152, 500 
Premium 1, 297, 500 
DN. cncnc cn ctsutoeeaaiwacas 23, 487 
— 1,473,480 23.2 


6, 348, 487 100. 0 


Nevada Natural’s proposal to finance its facilities is adequate and 
feasible. 


AUTHORIZATIONS GRANTED APPLICANTS 


From the foregoing it is apparent that the facilities and service 
proposed by Pacific Northwest in its certificate application in Docket 
No. G-8934, by El Paso in its certificate application in Docket, No. 
G-8940, except as to the Wyoming Pinedale facilities, and by Nevada 
Natural in its certificate application in Docket No. G-8997 are re- 
quired by the present public convenience and necessity. It is equally 
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apparent that applicants are able and willing properly to do the 
acts and to perform the service proposed. Accordingly, certificates 
should issue authorizing the facilities and sales proposed by appli- 
cants. However, the public convenience and necessity require that 
the exercise of the rights granted under the certificates issued to 
applicants be subject to certain terms and conditions, the necessity 
and nature of which we detail further below. 

Pacific Northwest—We have found that the public convenience 
and necessity require the issuance of a certificate to Pacific North- 
west. Consonant therewith, the facts show that the importation and 
exportation of natural gas proposed by Pacific Northwest is not 
inconsistent with the public interest. Accordingly, Pacific North- 
west’s proposals in its application in Docket No. G—8932 should be 
authorized. Likewise, the Permit sought by Pacific Northwest under 
Executive Order No. 10485 should be granted and will issue in a 
separate instrument. 

Regarding the conditions we find necessary to attach to Pacific 
Northwest’s certificate authorization, a large part of the additional 
volumes of natural gas which will become available to Pacific North- 
west under its present application is to be utilized for service to 
industrial customers on a year-round interruptible basis for some 
time to come. Under such circumstances the public convenience and 
necessity require that the certificate granted Pacific Northwest for 
the transportation and sale of natural gas in these areas be condi- 
tioned to provide, with due regard to economic feasibility, that 
Pacific Northwest shall not sell such gas for interruptible industrial 
use either direct or through distributors under any terms or condi- 
tions which will prevent the sale and use of such gas to meet new 
demands for firm gas by municipalities or utility customers now 
authorized to be served or by municipalities or utility customers 
which may hereafter satisfy this Commission that they have an 
economically feasible plan to serve other communities. 

In regard to the San Juan Exchange, Pacific Northwest has not 
filed a certificate application for the service to be rendered. In the 
San Juan Exchange, Pacific Northwest does not propose to com- 
mence deliveries until the beginning of its seventh year of operation. 
As to the San Juan Exchange, involving deferred deliveries to El 
Paso, Pacific Northwest should file a certificate application in ad- 
vance of undertaking the service proposed. 

In regard to the Border Exchange, El] Paso has demonstrated on 
this record a need for 50,575 Mcf of natural gas to meet the reason- 
able requirements of its system. Its need for that volume of gas 
can be met by Pacific Northwest only out of the gas which Pacific 
Northwest receives from Westcoast at the international boundary. 
Pacific Northwest has the gas for re-delivery to El Paso available 
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in the San Juan Basin from its reserves in that area. Pacific North- 
west’s primary load obligations are at the north end of its system. 
This is particularly true when the Colorado Interstate load is ex- 
cluded from consideration in this connection. Under the exchange 
agreement between Pacific Northwest and El Paso by which Pacific 
Northwest undertakes to deliver to El Paso 50,575 Mcf in the San 
Juan Basin in exchange and on a displacement basis for a like 
volume of Canadian import gas, which El] Paso proposes to purchase 
involves no substantial transportation. Whatever the transportation 
is and whatever the incidental costs related to the exchange may be, 
the 3 cents per Mcf service charge is designed to cover these costs. 
If such costs turn out to be more or less than the 3 cents service 
charge provided for in the exchange agreement that charge can be 
adjusted when the facts of operation are developed. However, upon 
a fundamental basis the exchange arrangement under the peculiar 
facts and circumstances in this case has been justified and is shown 
to be in the public interest. It is immaterial whether the gas is 
actually delivered to El Paso at the Canadian border and immedi- 
ately returned to Pacific Northwest at that point, as indicated by 
the exchange agreement or whether the Border purchase by El Paso 
is accepted as a reality with the exchange being recognized for what 
it is without the implementation of physical delivery and redelivery 
as contemplated. 

We emphasize, however, that this conclusion is based upon the 
peculiar facts in this case and is not to be taken as deviation from 
our established policies respecting interchange of gas with designa- 
tions of specific sources of gas for a particular customer and related 
problems which are common in many types of exchange and involve 
other problems not present here. 

El Paso.—The public convenience and necessity require that the 
exercise of the rights hereinafter granted El] Paso shall also be 
subject to certain conditions. 

During the hearing the Southern California Companies requested 
that any certificate issued be sufficiently flexible to allow El Paso to 
deliver for a two-year period the first 50,575 Mcf per day at a point 
near Blythe, California rather than Topock, Arizona, so that the 
Southern California Companies might use their existing system 
during this period and effect certain savings to their customers. 
El Paso has agreed to such arrangement. Accordingly, our order 
will be conditioned to so provide. 

Nevada Natural.—Although more than 70 per cent of Nevada 
Natural’s gas was sold to direct industrial customers in 1954 and 
the estimates for the third year of operation with the proposed ex- 
panded facilities and service show that less than 12 per cent of the 
gas to be sold in that year is expected to go to utility customers of 
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Nevada Natural, no serious opposition from competing fuel or other 
interests has been encountered by Nevada Natural in this proceed- 
ing. In fact, there seems to be practically unanimous agreement 
as to the desirability of the facilities and services proposed. We are 
accordingly granting the certificate sought by Nevada Natural in 
Docket No. G-8977 without conditions other than those as to time 
for completion, reports and such matters common to all certificates. 

Rates.—It appears that the rates which have been put in the 
record by applicants reflect estimated costs of service, which costs 
were computed a considerable period of time prior to the probable 
date of commencement of service. Accordingly, to afford the Com- 
mission and customers of applicants a more realistic and up-to-date 
estimate of costs of service, the public convenience and necessity 
require the imposition of conditions for the filing of rates satis- 
factory to the Commission and supported by more recent cost data 
prior to the beginning of service as authorized herein. 


REQUESTS OF INTERVENORS 






The requests of certain intervenors warrant brief discussion. 
Citizens Utilities Company (Citizens), an intervenor in these 
proceedings, has requested an allocation of gas and the construction 
by Pacific Northwest of lateral facilities to supply Citizens’ proposed 
distribution systems in specified markets in northern Idaho and 
eastern Washington. Citizens has shown fifth year annual and 
peak day requirements of 3,335,253 Mcf and 15,480 Mcf, respec- 
tively. 

Citizens requests the imposition by the Commission to Pacific 
Northwest’s certificate, requiring Pacific Northwest to build lateral 
lines from the latter’s proposed facilities to the distribution facilities 
proposed by Citizens. 

Both Pacific Northwest and the staff have raised questions as to 
the sufficiency of Citizens’ proof regarding the economic feasibility 
of certain of these lateral lines. Citizens has strongly countered 
these arguments and takes the position that the record supports the 
requested condition. 

We recognize the desirability of extending natural-gas service 
to the communities proposed to be served by Citizens. The questions 
raised by Pacific Northwest and staff counsel are complex and 
require clarification. Nevertheless, in view of the necessity for 
expeditious disposition of the matters proposed by the principal 
applicants in these proceedings, we are not constrained to delay 
our decision. 

Colorado Interstate Gas Company (Colorado Interstate), another 
intervenor, requested a finding that the sale of gas by Pacific North- 
west to Colorado Interstate, authorized in Docket No. G—1429, is of 
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primary benefit to consumers in the Pacific Northwest area. The 
situation of Colorado Interstate in this consolidated proceeding is 
anomalous inasmuch as it and its Rocky Mountain area market will 
not stand to gain from the award of the authority herein requested 
other than to the extent that service in general is benefited by the 
importation of Canadian gas. Colorado Interstate was an essential 
factor in our previous award of a certificate to Pacific Northwest. 
Colorado Interstate’s purchase of substantial quantities of gas under 
the original project of Pacific Northwest and under the project as 
herein authorized would be an essential contribution to the economic 
feasibility involved and a very material factor in making available 
natural gas to the Pacific Northwest geographical area. Colorado 
Interstate is concerned that by the importation of Canadian gas, it 
will be materially prejudiced in future rate proceedings because 
the transmission line originally certified by us in Dockets G—1429 
and G—2121 may not transport the volumes of gas then contemplated. 
Other factors are involved by reason of the importation of Canadian 
gas which they fear may have certain impact. 

Pacific Northwest has recognized this concern of Colorado Inter- 
state and both Pacific Northwest and Colorado Interstate have 
requested us to condition the awards of authority so as to prevent 
any direct or indirect rate effect upon Colorado Interstate up to 
125,000 Mcf per day as contemplated in Docket No. G—1429. This 
same proposal was made for others similarly situated. 

While we recognize the reason for Colorado Interstate’s concern, 
we are unable to prescribe such condition relating to rates yet to 
be considered and fixed. We do believe, however, that in the event 
there is any rate proceeding in the future relating to Pacific North- 
west’s rates to Colorado Interstate and others of its customers that 
all facts will have to then be given consideration in determining 
what is a just and reasonable rate to Colorado Interstate and to its 
Rocky Mountain area market. 

We recognize that the sale of gas by Pacific Northwest to Colorado 
Interstate as authorized in Docket No. G—1429 was so authorized 
under the facts of that case; and that under the facts of this case, 
it appears that no gas imported from Canada under normal opera- 
tions will reach Colorado Interstate. 

The National Coal Association and other coal, oil and transporta- 
tion interests opposed to certificating Pacific Northwest’s project 
filed a brief attacking the accuracy of the estimates of Pacific North- 
west’s market witnesses and those of customer companies presenting 
evidence. However, the evidence we have already discussed and the 
record clearly establish the existence of markets for Pacific North- 
west’s proposed sales. 
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These interests also oppose that portion of the El Paso application 
by which authority for delivery of deferred exchange gas to 
Pacific Northwest for the first five years of operation is sought. 
We have considered the objections which these intervenors raise and 
they afford us no valid ground for refusing El Paso’s application. 

Another intervenor, the Oil Producers Agency of California 
(Producers), attacks the proposal to supply additional gas to Cali- 
fornia and other areas as premature and argues that continuation of 
excessive sales of gas to interruptible customers has reduced and will 
continue to reduce fuel oil supplies by discouraging its manufacture. 
No evidence was presented in support of the position taken by Pro- 
ducers, and its arguments are otherwise unconvincing. Accordingly, 
we refuse its request that decision be delayed until alternative remedies 
for the fuel situation of the West Coast are explored. 

The Commission further finds: 

(1) Pacific Northwest Pipeline Corporation, upon commencement 
of operation of the facilities authorized by our Opinion No. 271 
and accompanying order, or in these proceedings, will be engaged in 
the transportation and sale of natural gas in interstate commerce and 
a natural-gas company within the meaning of that term as used in 
the Natural Gas Act. 

(2) Pacific Northwest is a “person” within the meaning of Sece- 
tion 2 (1) and 3 of the Natural Gas Act and the importation and 
exportation of natural gas proposed by Pacific Northwest in Docket 
No. G—8932 are subject to the jurisdiction of this Commission under 
the provisions of Section 3 of the Act. 

(3) The importation and exportation of natural gas proposed by 
Pacific Northwest in Docket No. G—8932 is appropriate and con- 
sistent with the public interest and an order authorizing such im- 
portation and exportation should be issued as hereinafter ordered 
and conditioned. 

(4) The issuance of the Permit, as requested in Docket No. G-8933, 
for the proposed construction, operation and maintenance of facilities 
at the international boundary, is appropriate and consistent with 
the public interest. 

(5) The proposed facilities of Pacific Northwest, for which a 
certificate of public convenience and necessity is sought in Docket 
No. G—8932, will be used in the transportation of natural gas in 
interstate commerce and the sale in interstate commerce of natural 
gas for resale, and the construction and operation thereof as here- 
inafter ordered and conditioned are subject to the requirements of 
subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(6) Pacific Northwest is able and willing properly to do the acts 
and perform the services proposed and to conform to the provisions 
of the Natural Gas Act as amended. 
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(7) The construction and operation of the facilities proposed by 
Pacific Northwest in Docket No. G-8934 are required by the public 
convenience and necessity and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(8) El Paso is a “natural-gas company” within the meaning of 
that term as defined in the Natural Gas Act, as heretofore found by 
the Commission and as shown by the evidence in the present pro- 
ceedings. 

(9) The proposed facilities of El Paso as set out in El Paso’s 
application in Docket No. G-8940 as amended August 30, 1955, will 
be used in the transportation of natural gas in interstate commerce 
and in the sale of natural gas in interstate commerce for resale for 
ultimate public consumption and the construction and operation 
thereof are subject to the requirements of subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(10) El Paso is able and willing properly to do the acts and per- 
form the services proposed and to conform to the provisions of the 
Natural Gas Act as amended. 

(11) The construction and operation of the facilities proposed by 
El Paso as set forth in its application in Docket No. G-8940 as 
amended August 30, 1955, except as to the Pinedale facilities in 
Wyoming, are required by the public convenience and necessity and 
a certificate therefor should be issued as hereinafter ordered and 
conditioned. 

(12) Nevada Natural Gas Company is a “natural-gas company” 
within the meaning of that term as defined in the Natural Gas Act, 
as has been heretofore found by the Commission and as shown by 
the evidence in the present proceedings. 

(13) The proposed facilities of Nevada Natural for which a 
certificate of public convenience and necessity is sought in Docket 
No. G-8997, will be used for the transportation of natural gas in 
interstate commerce for resale for ultimate public consumption, and 
the construction and operation thereof are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(14) Nevada Natural is able and willing properly to do the acts 
and perform the services proposed and to conform to the provisions 
of the Natural Gas Act as amended. 

(15) The construction and operation of the facilities proposed by 
Nevada Natural in Docket No. G-8997 are required by the public 
convenience and necessity and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(16) Public convenience and necessity require that the general 
terms and conditions set forth in paragraphs (1), (2), (3) (i), 
(8) (ii), (8) (iii), (8) (iv), and (5) of Section 157.20 of the 
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Commission’s Rules and Regulations (18 C. F. R. 157.20) should 
attach to the certificates hereinafter issued to Pacific Northwest, 
El Paso and Nevada Natural, and to the exercise of the rights 
granted thereunder. 

The Commission ordeys: ° 

(A) Pacific Northwest Pipeline Corporation be and it is hereby 
authorized, subject to the conditions specified herein, to import 
natural gas from the Dominion of Canada into the United States, 
and to export natural gas from the United States into the Dominion 
of Canada, as follows: 

(i) To export on a temporary basis, at a point on the border 
near Sumas, Washington, and Huntingdon, British Columbia, a 
maximum of 12,000 Mcf of natural gas per day in the interim period 
between the time when Pacific Northwest’s line is extended to the 
international boundary and the time when Canadian gas becomes 
available to Pacific Northwest through completion of the line of 
Westcoast Transmission Company, Limited. 

(ii) To import a maximum of 303,462 Mcf of natural gas per 
day at the aforesaid point near Sumas, Washington, when Canadian 
gas becomes available upon completion of Westcoast’s facilities to 
a point on the international boundary near Huntingdon, British 
Columbia. 

(iii) To export a maximum of 12,600 Mcf of natural gas per 
day at a point on the international boundary near Boundary, 
Washington, when Canadian gas becomes available under (ii) above. 

(B) The authorization to import and export natural gas granted 
under paragraph (A) herein is subject to the following terms and 
conditions: 

(i) Pacifie Northwest shall make, keep, and preserve full and 
complete records with respect to the natural gas herein authorized 
to be imported and exported, and shall file with the Commission 
annual reports showing, by months, the quantities of gas imported 
and exported during the preceding calendar year, together with the 
volumes imported and exported on the peak day of each month 
and such other reports with respect to such importation and exporta- 
tion as the Commission may deem necessary and in such form and 
manner as the Commission may prescribe. 

(ii) The authorization hereby granted may be modified from time 
to time or terminated, after opportunity for hearing, upon further 
order of the Commission, but in no event shall such authorization 
extend beyond termination of the Permit issued concurrently with 
this order to Pacific Northwest in Docket No. G—8933. 


6 Amended by order issued March 5, 1956, in 15 F. P. C. 1189. 
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(iii) This authorization to import natural gas from Canada and 
export natural gas to Canada shall not be transferred in any manner 
whatsoever, but such authorization shall continue in effect for a 
reasonable time in the event of involuntary transfer of the facilities 
used thereunder by operation of law (including transfers to receivers, 
trustees, or purchasers under foreclosure or judicial sale) pending 
the making of an application for permanent authorization and 
decision thereon, provided notice is promptly given in writing to 
the Commission accompanied by a verified statement that the facts 
relating to sufficiency of supply, rates, and nature of use remain 
substantially the same as before the transfer. 

(iv) This authorization shall be effective only so long as Pacific 
Northwest complies with the conditions of this order and continues 
the operations hereby authorized in accordance with the Natural 
Gas Act and all pertinent rules, regulations, or orders heretofore 
or hereafter issued by the Commission. 

(C) Pacific Northwest’s motion hereinbefore described, to amend 
its applications to conform to the proof, be and the same is hereby 
granted. 

(D) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing Pacific Northwest to construct 
and operate the facilities hereinbefore referred to, as more fully 
described in its application in Docket No. G—8934, as amended, 
for the transportation and sale of natural gas, subject to the juris- 
diction of the Commission, as therein set forth, upon the terms and 
conditions of this order. 

(E) As conditions attached to the exercise of the rights granted 
to Pacific Northwest by paragraphs (A) and (D) herein: 

Pacific Northwest shall not sell any natural gas for interruptible 
industrial sales, either direct or through distributors buying gas 
under special interruptible contracts, under any terms or conditions 
which will prevent the authorization and sale of such gas to meet 
new demands for firm gas by municipalities or distributing utilities 
now authorized to be served or by municipalities or distributing 
utilities which may hereafter satisfy the Commission that they 
have an economically feasible plan to serve additional communities. 
In the event that applications for natural gas service are filed with 
the Commission by municipalities or public utilities in accordance 
with the provisions of Section 7 (a) of the Natural Gas Act which 
may result in the curtailment or interruption of the interruptible 
deliveries by Pacific Northwest for industrial use, including both 
deliveries to direct industrial customers and to distributing utilities 
for interruptible industrial use, the issuance of any order by the 
Commission authorizing and directing such service shall not be 
considered as constituting an impairment of the ability of Pacific 
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Northwest to render adequate service to its customers within the 
meaning of Section 7 (a) of the Act. 

(F) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing El Paso Natural Gas Company 
to construct and operate the facilities heretofore referred to, and 
as more fully described in its application in Docket No. G-—8940, 
as amended August 30, 1955, except the Pinedale facilities in 
Wyoming, for the transportation and sale of natural gas, subject 
to the jurisdiction of the Commission, as therein set forth, upon 
the following condition: 

El Paso shall deliver the first 50,575 Mef of natural gas herein au- 
thorized to be delivered to Southern California Gas Company and 
Southern Counties Gas Company of California, at a point on the 
Arizona-California boundary near Blythe, California, for the first 
two years after the commencement of deliveries or until such time 
as those companies have completed facilities to take said gas at a 
point on the Arizona-California boundary near Topock, Arizona; 
and E] Paso may make such deliveries at Blythe thereafter, then 
agreeable to both vendor and purchaser and when such delivery 
would improve service to customers of the California companies. 

(G) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing Nevada Natural Gas Pipe Line 
Co. to construct and operate the facilities hereinbefore referred to, 
all as more fully described in its application in Docket No. G-8997, 
for the transportation and sale of natural gas, subject to the juris- 
diction of the Commission, as therein set forth, upon the terms and 
conditions of this order. 

(H) As further conditions to the exercise of the rights granted 
under the certificates issued in paragraphs (D), (F), and (G) 
hereunder, and the authorization to import and export natural gas 
issued under paragraph (A) hereunder: 

(i) Pacific Northwest shall file with the Commission, in accordance 
with Sections 154.1 through 154.66 of Part 154 of the Commission’s 
General Rules and Regulations under the Natural Gas Act, a tariff 
and service agreements satisfactory to the Commission, which tariff 
shall include rate schedules for the services to be furnished by 
Pacific Northwest to its customers in the United States and all 
rules, regulations and practices affecting and pertaining to the rates 
and charges contained in the rate schedules and to the services to 
be rendered under them. Pacific Northwest shall file such tariff 
at least 90 days prior to commencement of service. Pacific North- 
west shall file with such tariff in support of and relating to the 
rates and charges contained in said tariffs, a cost of service essen- 
tially in the form and content provided for by Section 154.63 of 
the Commission’s Rules. The Commission reserves the right to 
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reject any such proposed tariff and service agreements and to pre- 
scribe appropriate tariff and service agreements to be applicable 
to the services to be furnished by Pacific Northwest. 

(ii) Pacific Northwest shall file with the Commission all rates, 
charges, classifications and services for the export sale of natural 
gas to Canadian customers, including all rules, regulations and 
contracts pertaining to such rates, charges and services. Such 
rates, charges, rules and contracts shall be filed at least 90 days 
prior to the export sale of natural gas and there shall be furnished 
therewith a statement of the basis of the rates and charges proposed 
and an explanation of their relationship to the cost of service re- 
quired to be filed by paragraph (H) (i) of this order. 

(iii) El Paso shall file with the Commission in accordance with 
Sections 154.1 through 154.66 of Part 154 of the Commission’s 
General Rules and Regulations under the Natural Gas Act, as part 
of El Paso’s tariff, rate schedules and service agreements satis- 
factory to the Commission for the services to be furnished by El 
Paso pursuant to the authorizations granted herein. Such rate 
schedules and service agreements shall be filed at least 60 days 
prior to commencement of service and shall be accompanied by the 
date and information required by Section 154.62 of the Commis- 
sion’s Rules. The Commission reserves the right to reject any such 
proposed rate schedules and service agreements and to prescribe 
appropriate rate schedules and service agreements to be applicable 
to the services to be furnished by El Paso. 

(1) As further conditions attached to the exercise of the rights 
granted under the certificates issued in paragraphs (D), (F), and 
(G) herein: 

(i) Each of the applicants shall commence construction of its said 
facilities within sixty (60) days from the date of issuance of this 
order, unless otherwise ordered by the Commission for good cause 
shown, and complete such construction no later than November 
1, 1957. 

(ii) The certificates issued in paragraphs (D), (F), and (G) 
hereof shall be accepted in writing under oath by a responsible 
official of the respective Applicants within 30 days from the issuance 
of this order. 

(iii) To the extent the facilities authorized by Opinion No, 271 
and accompanying order issued June 18, 1954, are superseded by 
substitute facilities authorized herein, such authorization contained 
in such Opinion No. 271 and accompanying order is hereby rescinded 
effective from the date of acceptance hereof by Pacific. 

(iv) The certificate issued to each of said applicants is not trans- 
ferable, and shall be effective only so long as each of said applicants 
continues the acts or operations hereby authorized in accordance 
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with the provisions of the Natural Gas Act, and the applicable 
rules, regulations and orders of the Commission. 

(v) The general terms and conditions set forth in paragraphs (1), 
(2), (3) (4), (3) (ii), (8) (ii), (3) (iv), and (5) of Section 
157.20 of the Commission’s Rules and Regulations, including the 
Rules of Practice and Procedure, shall attach to the issuance of 
the certificates granted in paragraphs (D), (F), and (G) hereof, 
and to the exercise of the rights granted thereunder. 

(J) The oral motion to sever on July 18, 1955, by Pacific Gas 
and Electric Company; the Petition for reopening of these pro- 
ceedings for the taking of additional evidence (which the movant 
has heretofore asked leave to withdraw) filed October 26, 1955, by 
Idaho Natural Gas Company; the Motion to Strike filed on No- 
vember 4, 1955, and the petition for opportunity to present further 
argument filed November 8, 1955, both by Citizens Utilities Com- 
pany, be and the same are hereby denied. 


468917—59——-15 
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In THE MATTERS OF 


PANHANDLE EASTERN PIPE LINE COMPANY, G-1116, G-1240, G-1317, 
G-1344, G-1417, G-1725, G-1754, G-2101; CITY OF PORT HURON, CITY 
OF MARYSVILLE, CITY OF ST. CLAIR, MICHIGAN, MUNICIPAL COR- 
PORATIONS, G-1152; SOUTHEASTERN MICHIGAN GAS COMPANY, 
G-1415 ; MICHIGAN CONSOLIDATED GAS COMPANY, COMPLAINANT, 2. 
PANHANDLE EASTERN PIPE LINE COMPANY, DEFENDANT, G-1379; 
NORTHERN INDIANA FUEL AND LIGHT COMPANY, G-1457, G-2234; 
MISSOURI CENTRAL NATURAL GAS COMPANY, G-—1509 ; THE CENTRAL 
WEST UTILITY COMPANY, G-1616; MICHIGAN GAS UTILITIES COM- 

PANY, G-1625; CITY OF AUBURN, ILLINOIS, G—1659 










Upon Application for Certificate of Public Convenience and 
Necessity and Determination of Temporary Service Rules 


December 14, 1954* 
Syllabus 






Commission authorizes service under section 7 (a) of the Natural Gas Act by 
Panhandle to Northern Indiana and prescribes temporary service rules and 
regulations for Panhandle’s system. P. 199. 


Commissioner Smith not participating. 





Harry 8. Littman, William Miller, John S. L. Yost, and G. R. Redding for 
Panhandle Eastern Pipe Line Co. 

Robert Y. Keegan for Northern Indiana Fuel and Light Co. 

Charles B. Shannon, Walter Meek, Stanley M. Morley, and Robert EH. May 
for Michigan Consolidated Gas Co. 

Cecil A. Runyan for Southeastern Michigan Gas Co, 

Dick H. Woods and Lester G. Seacat for Central West Utility Co. 

Francis J. Walsh and Louis Flag for the staff of the Federal Power Com- 
mission. 

Law, Presiding Examiner: Following hearings in consolidated Docket Nos. 
G-1116, G-—1240, G-1317, G~—1344, G-1417, G—1152, G-—1415, G~—1379, G—1457, 
G-1509, G-1616, G-1625 and G—1659, the Commission on August $1, 1951, issued 
its Opinion No. 218 (10 F.P.C. 328) in which it directed Panhandle Eastern 
Pipe Line Company (hereinafter called Panhandle) to take steps to eliminate 
certain discrimination which the Commission found to exist. At the same 
time, the Commission adopted an interim order establishing service rules and 
regulations to provide an equitable distribution of natural gas among Pan- 
handle’s customers while the designed sales capacity of the Panhandle system 
should remain at 850,000 Mcf per day. In the interim order, the Commission 
called attention to the inadequacy of the 850,000 Mcf to meet contract demands 
as they would exist under executed service agreements and nominations by 
affidavits, the total of which demands were stated by the Commission to ag- 





* Initial decision became the final decision and order of the Commission by order of 
the Commission issued January 20, 1955, infra, p. 199. 
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gregate 1,092,735 Mcf. In this same order, the Commission denied without 
prejudice an application of Panhandle to export natural gas to Canada for Union 
Gas Storage Company and five requests for allocation of natural gas from the 
Panhandle system presented either by petition in intervention or by application 
under Section 7(a) of the Natural Gas Act. Included among the five were 
requests of Northern Indiana Fuel and Light Company and the City of Auburn, 
Illinois. A request for delivery of 5,000 Mcf per day to National Utilities 
Company of Michigan was granted in the same order. Subsequently, on Oc- 
tober 15, 1951, the Commission issued a Supplemental Opinion 218-A (10 F.P.C. 
861) and an order modifying the interim order of August 31, which said 
opinion and order made minor changes in the gas allocation for the 1951-52 
winter, which are not presently material. 

On March 5, 1952, the Commission issued a further order which provided, 
among other things, that service agreements filed by Panhandle on January 11 
and February 8, 1952, to take effect on February 20, 1952, should become 
effective. The sum of the winter firm contract demands in the 47 service 
agreements so filed, amount to 811,634 Mcf, and the volumes previously pre- 
scribed in Opinion No. 218 for four customers without new service agreements. 
(Michigan Consolidated Gas Company (Michigan Consolidated), The Gas Serv- 
ice Company (Gas Service), Texas Gas Transmission Company (Texas Gas), 
and Central West Utility Company (Central West)) amount to 196,049 Mcf 
or a total volumetric obligation of 1,007,683 Mcf, approximately, 157,600 Mcf 
in excess of the 850,000 Mcf designed capacity. 

On April 30, 1953, the United States Court of Appeals for the Third Circuit 
set aside certain portions of the orders of August 31, 1951, and March 5, 1952. 
The Circuit Court of Appeals concluded, among other things, that in ordering 
Panhandle to eliminate discrimination both on the Liberty Lateral and on the 
main line of its system by the enlargement of facilities, this Commission had 
exceeded its authority under the Natural Gas Act. On August 5, 1953, the 
Court issued its mandate setting aside so much of the order of March 5, 1952 
as required Panhandle to deliver more gas from its system than the said 
system had been designed to deliver or had capacity to deliver, whichever is 
greater. At the same time, the proceedings were remanded to the Commission 
in order that the Commission might, by appropriate administrative action, 
reduce the maximum amounts of gas required to be delivered to such amounts 
as would eliminate undue discrimination and distribute the designed or actual 
capacity, whichever was greater, of the Panhandle system, among Panhandle’s 
customers. Similar directions were also given as regards the capacity of the 
Liberty Lateral specifically and requiring modification in the same manner to 
bring the service from the said lateral within the limits of the designed or 
actual capacity of the said lateral, whichever was greater. 

Upon consideration of an application by Panhandle to reduce service at 
Detroit to Consolidated from 125,000 Mcf per day to 87,500 Mcf per day, this 
Commission issued its Opinions Nos. 229 (11 F.P.C. 167) and 229-A (11 
F.P.C. 364), on June 20 and August 14, 1952, respectively, together with ac- 
companying orders denying Panhandle’s said request for reduction of service 
to Consolidated. This matter also having been appealed to the Third Circuit 
the Court vacated the Commission’s orders on April 30, 1953 and on August 
5th remanded the said matter to the Commission for further consideration 
in the light of the Court’s action in the principal matter of the allocation of 
gas from Panhandle’s system. * 

By application filed August 27, 1953, under Section 7(a) of the Natural Gas 
Act, Northern Indiana Fuel and Light Company (Northern Indiana Fuel) 
raised its overall request for a gas supply from Panhandle from 1,900 Mcf 
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(previously refused) to 4,000 Mcf, of which approximately the original amount 
would be served in the first year, if all firm and interruptible industrial de- 
mands upon the utility service of Northern Indiana Fuel were to be supplied 
by Panhandle. 

By order issued February 18, 1954, the Commission set down for hearing 
the two proceedings remanded to it by the Third Circuit Court of Appeals, 
together with the additional application of Northern Indiana Fuel. In addi- 
tion, the Commission consolidated and set down for hearing with the above 
described matters two additional abandonment proceedings on which some 
testimony had been taken and which were then pending before the Commission, 
upon appeal from a Presiding Examiner in the case of Texas Gas (G-2101) 
and upon certification of the record for consideration of a motion to dismiss 
in the case of Gas Service (Docket No. G—1754). 

The Commission also consolidated with the above-styled matters for hearing 
and set down for the same date an application (Docket No. G—2057) of the 
Missouri Public Service Company under Section 7(a) for service from Pan- 
handle. Subsequent to the hearing sessions, the Commission, however, upon 
motion of said Missouri Public Service severed the proceeding in Docket No. 
G-—2057 from the other consolidated proceedings here under consideration. 

Hearing sessions in the consolidated proceedings were begun April 5, 1954, 
as provided in the Commission’s orders issued February 18 and 25, 1954 and 
were concluded August 6, 1954. Both Panhandle and the Commission Staff 
presented plans for distribution of available gas supplies from the System 
of Panhandle among the various utility and other customers of Panhandle. In 
addition thereto, some partial plans for distribution were suggested or pre- 
sented by counsel and the witnesses of other parties to the consolidated 
proceedings. 

During the course of the hearing sessions, the witness Hager, presented by 
Panhandle, testified that the sustained capacity of Panhandle’s system had 
theretofore been increased to 969,000 Mcf per day from the 850,000 Mcf capacity 
at the time of the earlier Commission action taken in 1952. Of the increased 
capacity, 40,000 Mcf represents additional deliveries from Trunkline Gas Com- 
pany at Tuscola, Dlinois and the remaining 79,000 Mcf was the result of 
rehabilitation of one of Panhandie’s parallel lines (Line 100) between the 
Liberal, Kansas and Houstonia, Missouri compressor stations. The said re- 
habilitation consisted of cleaning plus substitution of some valves and sub- 
stitution of new pipe for old, where the old pipe was not able to sustain a 
hydrostatic pressure of 700 pounds. As a result of this rehabilitation it is 
now possible to operate Line 100 in conjunction with Line 200 at a pressure 
of 625 pounds, whereas it had previously been necessary to operate the two 
interconnected lines at a maximum pressure of 515 pounds because of the 
then existing pressure limitation upon Line 100. No specific authorization for 
the rehabilitation of Line 100 was issued by this Commission. 

Information submitted by Panhandle in answer to a Commission letter of 
March 5, 1954 and placed in evidence as Item UD by Reference shows that 
on the 22nd day of December, 1953, Panhandle actually delivered 1,023,926 
Mecf of natural gas from its System, of which amount 1,022,820 Mcf were 
delivered north of the Kansas-Oklahoma state line. Approximately 54,000 Mcf 
of the total deliveries on December 22nd are claimed to have been made from 
line-pack, leaving (if this be correct) some 969,000 Mcf to be supplied from 
Panhandle’s daily delivery capacity. 

Item UD shows that on the peak day cf December 22, 1953, Panhandle de- 
livered natural gas in the amount of 31,273 Mcf which is classified by it as 
Direct Interruptible and 45,686 Mcf which it classes as Firm Direct Sales. 
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Of this latter 45,686 Mcf, 1,065 Mcf was for residential and commercial use 
(137 Mef of this in Oklahoma and Texas) and 994 Mcf was for service to a 
State hospital at Ossawatomie, Kansas. In addition to this direct sales total 
of 76,959 Mcf, Panhandle also delivered on its said peak day (at a mean 
system temperature of 14° F) 31,630 Mcf to Michigan Gas Storage Company, 
over and above the 60,000 Mcf firm demand of Gas Storage and a net surplus 
of more than 4,000 Mcf over and above fixed demands to its limited service 
customers in Indiana, Michigan and Ohio. 

The combined firm demands of Panhandle’s wholly dependent utility cus- 
tomers other than Gas Storage on December 22, 1953 amounted to less than 
571,000 Mcf and the combined firm requirements of Gas Storage and the four 
limited service customers in Ohio, Indiana and Michigan plus that of Gas 
Storage amounted to 340,000 Mcf, or a total figure of approximately 911,000 
Mcf, some 58,000 Mcf less than the acknowledged capacity of the Panhandle 
system. In the period since the adoption of the prescribed minimum delivery 
volumes of 850,000 Mcf by the Commission for the winter season of 1951-52 
(issued October 15, 1951), Panhandle has never failed to meet the requirements 
of its utility customers and we are not informed of any curtailment of service 
to those industrial customers, which it describes in the document in evidence 
as Item UD as firm industrial customers. 

On the other hand, the record requires that consideration be given to other 
figures which indicate that an emergency situation, in which some curtailment 
of utility customers by Panhandle might become necessary, is quite possible. 
The order of March 5, 1952 fixed certain obligations upon Panhandle, which 
appear to add up to a total of 1,009,360 Mcf when direct residential and com- 
mercial sales are included therewith. 

Insofar as it is possible to determine from the data submitted by customer 
companies, the maximum firm demand of such customers, without industrial 
curtailment for the 1953-54 winter season amounted to 1,016,458 Mcf on a non- 
concurrent basis. When the direct residential and commercial load of Pan- 
handle and the 994 Mcf load of the Kansas State Hospital at Ossawatomie 
are added to this, a total non-concurrent peak of 1,018,679 Mcf is obtained. 
Assuming that these peaks had occurred simultaneously on all parts of Pan- 
handle’s system and that 50 percent of the industrial load over 50 Mcf per day 
per customer had been curtailed, the maximum load would have been 981,334 
Mef. If the firm industrials had been curtailed 90 percent, the load would have 
been reduced to a maximum of 951,457 Mcf, which said maximum could have 
been met without use of line-pack, even in the improbable event of a maximum 
load occurring simultaneously throughout the Panhandle system. 

Data was also submitted by the most of Panhandle’s utility customers in 
the nature of estimates for the 1954-55 peak day of each customer. From this 
data it appears that a non-concurrent peak of 1,093,775 Mcf has been estimated 
by the utility customers. The addition to this of Panhandle’s estimates for 
direct residential and commercial service and service to the Ossawatomie 
State Hospital results in a non-concurrent peak of 1,096,375 Mcf. These latter 
figures of 1,093,775 Mcf and 1,096,375 Mcf include 25,617 Mcf of interruptible 
deliveries by utility customers. Elimination of the said 25,617 Mcf results in 
a maximum total of 1,070,758 Mcf. 

Panhandle’s present acknowledged capacity is (as has been previously stated) 
approximately 969,000 Mcf. In addition thereto, Panhandle has received author- 
ization to construct additional capacity in the amount of 100,000 Mcf, which, 
it stated in seeking certification, would be constructed for the 1954-55 winter. 
It cannot now be firmly determined when such facilities will be completed 
and placed in operation. 
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The plan of the Commission Staff for allocation of gas in 1954-55 peaks 
ealls for a change in the peak demands provided for by the Commission’s 
orders of April 5, 1952. Some peak demands have been increased in this 
plan and a few of the demands of utility customers have been arbitrarily 
lowered. These changes are, as appears from the testimony of the witness 
Zanoff, based on a belief that the Circuit Court of Appeals’ remand order 
required such an adjustment of contract-demand maximums. The final briefs 
in the whole consolidated proceedings were only filed on November 22nd and 
it has, at this stage, been impossible to fully study the record, in the light of 
all the briefs. Moreover, for purposes of determining 1954-55 obligations of 
Panhandle, it is now (in view of the expansion of facilities already accom- 
plished since 1952 and that expansion which is now under way because of the 
Commission’s 100,000 Mcf construction authorization) unnecessary to consider 
increase or reduction of any contract-demand obligations of Panhandle. 

Panhandle submitted a plan for allocation of gas which called for some 
increases of deliveries to existing utility customers but provided no reductions 
in contract demands of customers, whose contracts were on file with the Com- 
mission and who had since April, 1952 been paying charges based on such 
contract demands with a 90% ratchet. This Panhandle plan would give 
917,071 Mcf to utility customers presently connected to the System, 22,937 
Mcf to industrial customers, described as firm (including 1,300 Mcf for the 
Ossawatomie State Hospital) and 1,300 Mcf for direct residential and com- 
mercial service by Panhandle. This proposed allocation by Panhandle also 
provides for 4,000 Mcf to Northern Indiana Fuel, 1,000 Mcf for the City of 
Auburn, Illinois and 21,000 Mcf for hydrocarbon extraction by National 
Petro-Chemical Corporation at Tuscola, Dllinois. Panhandle proposes, ar- 
bitrarily and on its own motion, to discontinue service to the three customers, 
as to which applications for abandonment in whole or in part are consolidated 
herein and under consideration in these proceedings. 

Even if favorable action were taken by this Commission upon Panhandle’s 
three abandonment applications (G—1725, G-1754 and G-2101) it is obvious 
that such service could not be cut off in time to meet 1954-55 peaks. More- 
over, the bitterness with which these proceedings have been opposed by the 
three utility customers involved indicates that dilatory motions and appeals 
make extremely doubtful how soon after final order of the Commission, such 
abandonment could (even if allowed) become effective. For that reason, we 
cannot under any circumstances adopt for the 1954-55 winter season the pro- 
cedure here suggested by Panhandle. The proposed service to Northern Indiana 
Fuel will be hereinafter considered and discussed and appropriate action taken. 
The proposal for service to Auburn, Illinois need not here be considered, since 
no distribution facilities are in existence or will be available for service in the 
1954-55 winter season. 

To the extent that any winter allocation of gas from Panhandle’s system to 
meet 1954-55 peaks is required, such allocation is made necessary by the 
various delays since April of 1952, which appear to have prevented presenta- 
tion of new construction plans by Panhandle in time to meet the 1954-55 peaks 
if they occur before completion and the beginning of operation of the facilities 
whose construction has now been authorized. While Panhandle’s Plan of Allo- 
cation shows a desire to improve the relative status of certain industrial cus- 
tomers as opposed to utility customers, this cannot be interpreted as showing 
any intent on the part of Panhandle to depart from the procedures under 
Section 16 of the General Terms and Conditions of Service, as set out on 
Original Sheet No. 42 of Panhandle’s F.P.C. Gas Tariff, Original Volume No. 1, 
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the said Sheet 42 having been issued July 2, 1951 and having become effective 
February 20, 1952. 

It has been suggested by one of the limited service customers of Panhandle 
that the procedures outlined in Section 16 of the General Terms and Conditions 
of Panhandle’s tariff would afford an adequate method of gas-allocation pend- 
ing the ability of Panhandle to supply demands of its general service and 
small general service customers for all purposes on winter peak days. The 
principal difficulty in the equitable application of Section 16 aforesaid arises 
from the situation of the limited service customers. Part of the gas supply 
of these customers comes from sources other than Panhandle. In fact, with 
the exception of Texas Gas, large parts of the supplies of the four customers 
under consideration here come from storage. It cannot be determined in 
advance what curtailments of deliveries by other suppliers to such customers 
might occur concurrently with the peak demands upon Panhandle’s system. 

It appears that a reduction of ten percent would be justifiable when similar 
curtailments of general service customers can be accomplished without exceed- 
ing 90 percent of the firm industrial load of such customers. A study of the 
total requirements and total supply of all the customer companies indicates 
that the full ten percent curtailment of all G-1, G-2, G-3 and LS-1 customers 
would be equitable, provided that the general service customers would not 
thereby be required to curtail more than 90 percent of the firm industrial load 
of customers using 50 Mcf per day or more. 

The availability to three of the limited service customers of Panhandle of 
large volumes of storage gas, from which increased quantities can be borrowed 
if necessary to meet extreme temperature emergencies, and the fact that at 
least 25 percent of Texas Gas’ requirements from Panhandle on peak days 
may be supplied from other sources, including some storage, make it desirable 
that any curtailment in excess of the volumes available from the ten percent 
curtailment of G—1, G-2, G-3 and LS-1 customers heretofore discussed be 
spread proportionately among the four limited service customers. 

The problem of service by Panhandle to customers on the so-called Liberty 
Lateral in Missouri is entirely different and only slightly related to that of 
the main line. For that reason, consideration is not and cannot here, in an 
interim order, be given to future possibilities. No proposal for improvement 
in delivery capacity of the Liberty Lateral has been presented. It is apparent 
that all the requirements of the Lateral cannot be met by Panhandle and that 
this Commission cannot compel new construction (as opposed to rehabilitation 
of facilities to restore past capacity) by Panhandle. It therefore appears nec- 
essary, until such time as studies of the record are completed to a point where 
it can be determined whether any capacity, greater than the present capacity, 
has heretofore existed and can be restored by rehabilitation and whether 
service to one of the present customers served by the Lateral should be aban- 
doned, that service by Panhandle should be so frozen to last year’s peak 
delivery figures as to make such figures the maximums for service to any and 
each of the customers on the Lateral, when full service cannot be given to all 
such customers. 

It appears that the suggested curtailment of customers will more than serve 
to meet any conceivable excess of demand over supply on the Panhandle sys- 
tem, pending completion and the placing in operation of the additional 100,000 
Mcf of capacity for the construction of which temporary authorization has 
been granted. When and if some lesser curtailment is required the propor- 
tional application thereof will be left to the management of Panhandle, to apply 
without discrimination upon the principles hereinbefore stated. 
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THE NORTHERN INDIANA FUEL APPLICATION 


In his opening statement in these consolidated proceedings on April 5, 1954, 
one of Panhandle’s counsel stated that a contract between Panhandle and 
Northern Indiana Fuel for natural gas service has been signed by both parties. 
Later this statement was substantiated by the testimony of the Witness Hager, 
testifying on behalf of Panhandle. Panhandle did not, however, file an appli- 
eation to serve Northern Indiana Fuel, although expressing a willingness to 
serve this proposed customer if so directed by the Commission. This position 
was apparently taken to maintain consistency with the position taken before 
the Third Circuit Court that Panhandle could not be required to add any 
additional facilities for the services and contract demands established by the 
Commission’s orders of August 31st and October 15, 1951. 

Panhandle has, by various means either expanded or obtained authority to 
expand facilities, which will increase its delivery capacity beyond the volumes 
set out as contract demands or the directed equivalent thereof in the Com- 
mission’s 1951 orders which were appealed to the Third Circuit Court. While 
new facilities may not be required to be constructed for expansion of service, 
by reason of the limiting provisions of Section 7(a) of the Natural Gas Act, 
the Commission may (as a condition precedent to any authorization for opera- 
tion of additional facilities which may be required from the Commission), 
provide that service be rendered to certain customers in certain amounts. In 
authorizing construction of additional facilities, which would increase Pan- 
handle’s system capacity by 100,000 Mcf (in Docket No. G—2433), the Com- 
mission reserved disposition of the capacity in operation. 

When construction of the presently authorized additional capacity of 100,000 
Mcf is completed, Panhandle’s acknowledged capacity (as stated in its request 
for temporary authority to construct) will be well in excess of the 1,007,683 
contract-demand figure established for it by the Commission’s orders of 
August 31 and October 15, 1951 and by the contracts subsequently filed by 
Panhandle in the case of those customers which it wished to serve plus the 
Commission’s requirements, as they now stand pending final disposition of the 
three abandonment proceedings, included in the consolidated proceedings by the 
Commission’s order issued February 18, 1954. This would continue to be true 
(if we assume the correctness of the allegations in Panhandle’s request for 
temporary authority), even if the Commission were to classify as firm direct 
sales (for the purpose of determining the natural-gas company’s obligations 
having priority over any further 7(a) authorization which may be granted 
by this Commission) the total volumes of 21,000 Mcf for hydrocarbon extrac- 
tion and of 22,987 Mcf described bv Panhandle as “Total Firm Industrial” 
in its proposed allocation plan presented as Exhibit No. 612 in response to the 
directions contained in Ordering Cleanses (B)ii and (B)iv of the Commission’s 
said order of February 18, 1954 

The record in these consolidated proceedings establishes the need of North- 
ern Indiana Fuel for natural gas if it is to be enabled to continue public 
utility service to its present customers within the territory which it serves 
in the State of Indiana, which territory includes the towns of Auburn, Garrett, 
Altoona, Avilla and Kendallville, in DeKaiv and Noble Counties, Indiana. If 
service is authorized to Northern Indiana Fuel, that company will construct a 
line 34 miles in length from a point on Panhandle’s system near Edgerton to 
Auburn, Indiana (not to be confused with Auburn, Jilinois which is also a 
7(a) Applicant in these consolidated proceedings). Both the present manu- 
factured gas system of Northern Indiana Fuel and the proposed new line 
to be built by that companv will be wholly within the State of Indiana. The 
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only question of economic feasibility rests upon the incremental costs involved 
in the construction of the new 34 mile line and of facilities to distribute natu- 
ral gas in some small towns along the proposed line, since it has never been 
suggested that costs of serving natural gas (as opposed to the present manu- 
factured gas service) in the present territory of Northern Indiana Fuel will pose 
any financial problems or impose any added financial burdens upon the utility 
company or its rate payers. Moreover, if any problem of economic feasibility 
exists it is one to be resolved solely by the Indiana regulatory commission, 
which has jurisdiction of the required construction by Northern Indiana Fuel. 
Full faith and credit must be given to the action of the Indiana Commission, 
which has the duty of considering the needs of the rate payers here involved 
and the continuing ability of Northern Indiana Fuel to render them adequate 
service. Therefore, pending final action, Panhandle is hereinafter authorized 
and directed to serve to Northern Indiana Fuel natural gas in quantities up to and 
including approximately 1,000 Mcf per day. The 1,000 Mcf involved is very 
small and its service can impose no burden on a system, which will have 
adequate facilities to supply its utility customers during the coming winter, 
when the facilities now under construction are placed in operation, even with- 
out giving consideration to any diversity factor, based on the improbability 
of peak loads occurring simultaneously throughout the system. 


APPENDIX A 





To assist in an understanding of the supporting data from which the deter- 
minations herein were made, an appendix of three sheets is hereto attached 
and designated Appendix A. This appendix shows the contract demands set 
forth in the Order of March 5, 1952, the maximum demands supplied to vari- 
ous utilities and some direct customers in 1953-54, and the volumes to which 
this demand would have been reduced by curtailing 50% and 90% of large 
industrial loads. It also sets out gas allocation plans presented by the 
Staff and Panhandle and shows the estimated demands of customers for 
1954-55 or contract demands, whichever is less, and the portion of its 1954-55 
load which each customer estimates that Panhandle will supply. 


FURTHER FINDINGS AND CONCLUSIONS 


Upon the facts in evidence, together with the pleadings and the briefs and 
arguments of counsel, it is further found and concluded that: 
(1) Panhandle Eastern Pipe Line Company is a corporation organized and 
existing under the laws of Delaware, with principal offices at Kansas City, 
Missouri and is a “natural-gas company” by virtue of the ownership and 
operation of an integrated interstate pipe-line system, situated in the States 
of Texas, Oklahoma, Kansas, Missouri, Illinois, Indiana, Ohio and Michigan. 

(2) Panhandle has, as of the close of the hearing sessions in the present 
consolidated proceedings, August 6th, 1954, a delivery capacity of not less 
than 969,000 Mcf per day in its integrated system, north of the Kansas- 
Oklahoma state line. 

(3) On September 2nd, 1954, Panhandle was granted temporary authoriza- 
tion for the construction only of approximately 294.6 miles of pipe line stated 
by Panhandle, in its application filed June 10, 1954 for temporary authoriza- 
tion, to be necessary in order to increase the sales capacity of its integrated 
system by 100,000 Mcf per day. 

(4) Data submitted by Panhandle and its customers show the maximum 
estimated firm demand of Panhandle’s utility customers and its own domestic 
and commercial direct customers to be 1,069,458 Mcf per day, assuming a con- 
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current peak of all such customers and a mean temperature of 0° Fahrenheit 
throughout the entire Panhandle system north of the Kansas-Oklahoma line. 

(5) The maximum firm peak demand of Panhandle’s utility customers and 
its own domestic and commercial direct customers during the winter season of 
1953-54, on a non-concurrent basis and computed by adding together the 
demands of customers on their peak days when available, amounted to 
1,017,685 Mcf. 

(6) During the three intervening winter seasons since the issuance of the 
Commission’s Opinion 218 providing for removal of certain discriminations 
and establishing service rules for use when demands on the system of Pan- 
handle should exceed the then admitted capacity of 850,000 Mcf per day, 
Panhandle has never restricted firm gas deliveries to its utility customers. 

(7) On the system peak day of December 22, 1953, Panhandle actually 
delivered to all customers north of the Kansas-Oklahoma line total volumes of 
1,022,820 Mcf, approximately 111,000 Mcf of which was delivered for purposes 
other than meeting contract demands of limited service customers, firm demand 
of full requirements customers and demand of direct residential and commer- 
cial customers. The system mean temperature was 14° F. 

(8) Under any condition, which may with reasonable probability be ex- 
pected to occur during the 1954-55 winter season, Panhandle will be able to 
meet the demands of its utility customers for firm gas supply and all other 
anticipated demands upon its system without curtailment of firm industrial 
gas supply. 

(9) Upon completion and the beginning of operation of the facilities, for 
the construction of which temporary authorization was granted September 2, 
1954, Panhandle will, in the absence of accident or act of God or the public 
enemy be able to meet any reasonably possible demand of its utility and 
other customers for firm gas supply during the 1954-55 winter season. 

(10) Northern Indiana Fuel and Light Company is an Indiana corporation 
with its principal place of business at Auburn, Indiana, now serving. manu- 
factured gas as a public utility in five communities in DeKalb and Noble 
Counties, Indiana. 

(11) Northern Indiana proposes, by the construction of a line thirty-four 
miles long and wholly within the State of Indiana, to transport natural gas 
from a point near Edgerton, Indiana on the system of Panhandle to Auburn, 
and to substitute natural gas for the manufactured gas now supplied to its 
eustomers. It proposes later by construction of distribution facilities to 
extend natural gas service to other communities in the two counties where 
its facilities are located. 

(12) Northern Indiana Fuel alleges without contradiction that its manu- 
facturing facilities are in such bad shape as to make insecure and dangerous 
the dependence of domestic and commercial customers upon such facilities for 
service in the 1954-55 winter peak season. 

(18) Peak gas demands on Northern Indiana Fuel for the first year of natu- 
ral gas operation is estimated at 1,868 Mcf, of which 1,104 Mcf is listed as 
interruptible industrial. 

(14) Panhandle has voluntarily entered into a contract for supply of gas in 
the desired volumes to Northern Indiana Fuel and has expressed its willing- 
ness to deliver such volumes if so authorized and directed by this Commission. 

(15) Upon the beginning of operation of the facilities, for the construction 
of which temporary authorization has heretofore been granted by the Com- 
mission, Panhandle can deliver the required volumes, up to at least 1,000 Mcf 
per day to Northern Indiana Fuel without impairment of service to its 
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present customers and without any undue burden upon the system of Pan- 
handle. 

(16) It is necessary and desirable in the public interest that upon the 
beginning of operation of the facilities for the construction of which temporary 
authority was granted September 2, 1954, Panhandle establish a connection 
with Northern Indiana Fuel at or near Edgerton, Indiana and deliver to said 
Northern Indiana Fuel its natural gas requirements, not exceeding 1,000 Mcf 
per day during the 1954-55 winter season or until final determination of the 
proceedings in Docket Nos. G—1457 and G—2234. 

(17) Pending the completion of construction and the beginning of operation 
of the facilities for the construction of which temporary authorization was 
granted by the Commission by telegram dated September 2, 1954, Panhandle 
may, under certain possible temperature conditions, be unable to fully meet 
the firm demands of its full requirements customers, the contract demands of 
its partial requirements customers and the firm demands of its own direct 
domestic and commercial customers. 

(18) The public interest requires that whenever Panhandle is unable fully 
to meet the demands described in Finding (17), prior to the beginning of 
operation of facilities, for the construction of which said temporary authori- 
zation was granted September 2, 1954, deliveries of natural gas by Panhandle 
to utility customers be equitably curtailed. 

(19) Equitable curtailment of Panhandle’s utility customers may be accom- 
plished by requiring that, after full curtailment of all direct industrial 
customers (except for minimum deliveries required for safety purposes) and 
full curtailment of storage gas deliveries under Rate Schedule S—1, Panhandle 
shall then curtail proportionately its deliveries to customers being served 
under Rate Schedules G—1, G-2, G-3 and LS-1 on such a uniform percentage 
basis as is required by the limitation of Panhandle’s capacity to deliver, up 
to 10 percent of all firm requirements of each such customer, with a proviso, 
however, that no general service customer shall thereby sustain a curtailment 
exceeding 90 percent of its requirements for large industrial customers (more 
than 50 Mcf). If further curtailment is required, it may be equitably accom- 
plished by further proportional and percentage curtailment of deliveries to 
Panhandle’s Limited Service customers, to the extent required by limitations 
of pipe-line capacity. 

(20) Since there is no proposal to enlarge the capacity of the Liberty 
Lateral and this situation, with its implications has been known to the 
customers dependent upon said lateral for service, such customers must be 
deemed to have attached such new consumers as have been attached since 
their receipt of notice of the order of the Third Circuit Court adopted April 
30, 1953, at their own risk. 

(21) The public interest requires that deliveries to each of its resale 
customers on said lateral be limited to the volumes made available to each 
said customer by Panhandle on the 1953-54 peak day for such lateral (January 
21, 1954), whenever it becomes necessary to curtail service to any such 
customer on the said lateral. 

(22) Equity and the public interest require that Panhandle’s right to charge 
on peak days an overrun penalty for delivery of gas in excess of contract 
demand to any general service or small general service customer, under terms 
of its gas tariff on file with this Commission shall be suspended whenever such 
general service or small general service customer is curtailing service to all 
large industrial loads at the request of Panhandle and further requires that 
no such overrun penalty shall be charged to any general service or small 
general service customer at any time, unless similar penalties are being 
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charged concurrently to all customers taking volumes in excess of contract 
demands approved by this Commission. 


ORDER 


Wherefore it is ordered, subject to the right of review by the Commission 
on appeal, or upon its own motion, as provided in its Rules of Practice and 
Procedure, that: 

(A) Upon the beginning of operation of the facilities for the construction 
only of which temporary authorization was granted by this Commission 
September 2, 1954, Panhandle shall establish a connection with and begin 
service to Northern Indiana Fuel at or near Edgerton, Indiana, in volumes not 
exceeding 1,000 Mcf per day, provided, moreover, that Panhandle shall file 
with the Commission its contract with Northern Indiana Fuel before 
beginning service, and shall file notice of completion of the required connec- 
tion and of the beginning of service within 30 days thereafter. 

(B) Pending the beginning of operation of the facilities, for construction 
of which authorization was granted September 2, 1954, after full curtailment 
of all direct industrial load (except for any minimum deliveries required for 
safety purposes) and full curtailment of storage gas deliveries under Rate 
Schedule S—1, Panhandle shall curtail proportionally deliveries to all customers 
being served under Rate Schedule G—1, G-—2, G-3 and LS-1 on such a uniform 
percentage basis as may be required by the limits of its capacity, up to 10 
percent of the firm demands of each such customer, provided however, that 
no general service customer shall thereby sustain a curtailment in excess of 
90 percent of its resale load to large industrial customers (more than 50 Mcef 
per day). If curtailment beyond the said 10 percent is required, it shall be 
accomplished by such uniform percentage curtailment of Panhandle’s Limited 
Service customers as shall be required by the limitation of capacity of the 
pipe line. 

(C) No overrun penalty for delivery of gas, in excess of filed contract 
demand, shall be charged by Panhandle to any General Service or Small 
General Service customer, when such customer is curtailing service to its 
large industrial customers at the request of Panhandle, and no such overrun 
penalty shall be charged to any such customer at any time unless similar 
penalties are being concurrently charged to all customers receiving volumes 
in excess of contract demands approved by the Commission. 

(D) Whenever Panhandle is unable to supply all the demands of resale 
customers on the Liberty Lateral, deliveries from said Lateral shall be limited 
to the volumes which were delivered to each such customer January 21, 1954. 

(E) Nothing contained herein shall be construed as authorizing operation 
of any facilities other than those, as to whose capacity Panhandle was 
directed to present evidence by Paragraph (A) of the Commission’s order 
issued February 18, 1954, which consolidated these proceedings and set them 
down for hearing. 

(F) No provision of this interim order shall remain in effect later than 
April 15, 1955. 

GLEN R. Law 
Presiding Examiner. 


Order affirming interim decision and order of presiding examiner 
January 20, 1955 


On December 14, 1954, the Presiding Examiner filed an Interim Decision 
and Order in these proceedings. Among the matters considered therein was 
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the application of Northern Indiana Fuel and Light Company pursuant to 
Section 7 (a) of the Natural Gas Act. The Presiding Examiner’s Interim 
Decision and Order directed Panhandle Eastern Pipe Line Company (Pan- 
handle) to establish a connection with and begin service to Northern Indiana 
Fuel and Light Company in volumes not exceeding 1,000 Mcf per day, upon 
the beginning of operation of Panhandle facilities, temporary authorization 
for the construction of which had been authorized at Docket No. G—2433. By 
our order issued December 22, 1954, in the consolidated proceedings, Docket 
No. G—1705, et al., authorization was granted for the operation of said facilities. 

Exceptions to the Presiding Examiner's Interim Decision and Order with 
respect to the direction of service to Northern Indiana Fuel and Light 
Company were filed by Staff Counsel on January 3, 1955. 

Upon consideration of the evidence, the briefs filed, the Presiding Examiner's 
Decision and Order, the exceptions thereto, and the entire record, the Com- 
mission orders: 

The Presiding Examiner’s Interim Decision and Order issued on December 
14, 1954, be and the same is hereby affirmed. 

Commissioner SMITH not participating. 


IN THE MATTER OF 
IOWA-ILLINOIS GAS AND ELECTRIC COMPANY 


Upon Application for Certificate of Public 
Convenience and Necessity 


Docket No. G—1364 


February 19, 1951* 


Syllabus 





The movement of natural gas across a State line by means of a pipeline 
connection between two separate and independent gas distribution systems 
owned by the same company constitutes “transportation of natural gas 
in interstate commerce” and thus is subject to the Commission’s jurisdiction. 
P. 208. 

2. Applicant’s pipeline is a facility for “local distribution” of natural gas, as 
contemplated in section 1 (b) of the Natural Gas Act, even though no 
“distribution” to customers will be made from this link of the system, 
due to the peculiarity of its location. P. 204. 

3. Applicant’s pipeline is not a “branch line” within the meaning of section 
2.55 of the Commission’s General Rules, because the rule is applicable 
only where there is involved the transportation of natural gas in inter- 
state commerce to customers for resale. P. 204. 

4. Commission dismisses for want of jurisdiction the certificate application 

of Iowa-Illinois. P. 205. 


Stanley M. Morley for Iowa-Illinois Gas and Electric Co. 


William 8. Tarver and William L. Brunner for the staff of the Federal 
Power Commission. 








* Initial decision became the final decision and order of the Commission by order of 
the Commission issued January 21, 1955, infra, p. 205. 
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CosTELLo, Presiding Examiner: This proceeding was initiated by an applica- 
tion by Iowa-Illinois Gas and Electric Company (Applicant) of Davenport, 
Iowa, for a certificate of public convenience and necessity pursuant to Section 
7 (c) of the Natural Gas Act, to construct and operate a certain natural gas 
pipe line across the Mississippi River between Bettendorf, Iowa, and Moline, 
Illinois. No petitions to intervene were filed, and no protests or objections 
entered to the granting of an appropriate certificate. However, the Applicant 
coupled its application for certificate with a request for an order disclaiming 
jurisdiction of the particular pipe line on the ground that the facility 
involved is a facility for “local distribution” and, being such, requires no 
certificate under the Act. In addition, the Applicant suggested that the pipe 
line might fall within one of the exemptions from the term “facilities” in 
Section 2.55 of the Commission’s General Rules and Regulations. 

By telegram dated August 11, 1950, the Commission granted temporary 
authorization to construct and operate the pipe line involved here, and by an 
order issued November 13, 1950, set the matter down for hearing on December 
5, 1950. On the date fixed, the public hearing was convened and counsel 
for the Applicant and for the staff of the Commission stipulated certain facts, 
most of which are contained in documents in the official files of the Com- 
mission. This evidence and the application itself provide the modest factua? 
background upon which determination of the issues must be based. After 
the hearing, the Applicant’s counsel filed a memorandum restating the 
Applicant’s contentions and the reasons therefor, and a brief urging that 
jurisdiction be asserted was filed by Staff Counsel. 

There is no controversy with respect to any of the facts, and they may be 
summarized as follows: 

The Applicant’s operations consist entirely of the distribution of natural 
gas and the Applicant makes no sales for resale. Its facilities are located 
in several communities and are grouped into six “districts”, one of which is 
in Illinois, the five remaining districts being in Iowa. Involved here are the 
Illinois District, serving five communities, and the Davenport, Iowa, District, 
serving two communities. These two districts face each other across the 
Mississippi River (the Iowa-Illinois line at this point) and prior to the 
construction of the pipe line here involved, were completely independent of 
and isolated from each other from an operational standpoint inasmuch as 
each received its entire supply of natural gas from the supplier at a delivery 
point in the state in which the gas is distributed. There is, and will continue 
to be, a different prevailing distribution pressure in each of the two districts. 
The supplier’s 550-700 lb. line pressure is reduced at the point of delivery 
to the Davenport District to approximately 450 lbs. The Illinois delivery 
also involves a reduction of the supply pressure to approximately 375 Ibs. 

The only facility involved in the application here is an 8 inch pipe line, 
approximately 1.5 miles in length, which crosses the Mississippi River, the 
Iowa-Illinois boundary line, on an existing suspension bridge. The purpose of 
the line is to connect the two adjoining distribution districts, described above, 
so that gas can be moved across the river from one district to the other as 
circumstances may require. The Applicant states that occasionally, when 
required, gas delivered to it in Iowa can be transported via this line from 
Iowa to Illinois at sufficient pressure (300 lbs.) and in adequate amount as 
to supply the entire estimated firm requirements of the Illinois District. 
Should operational conditions require, gas delivered to the Applicant in Illinois 
can be moved via this line (at 100 lb. pressure), from Illinois to Iowa, to 
provide a portion but not all of the Davenport District’s requirements. 


46S917--59 16 
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The record in this matter discloses that the estimated total cost of the 
proposed line is approximately $70,000 which the Applicant proposes to finance 
from company funds on hand. No additional revenues will be derived from 
the operation of the pipe line and no change is contemplated in the present 
rates of the Applicant in the Davenport, Iowa, and Illinois Districts by 
reason of the proposed construction and operation. 

It is clear that such a line for interchange of gas between the two distri- 
bution districts, each heretofore dependent for its total gas supply upon 
its own delivery connection with the supplier, will provide an additional 
margin of assurance that the retail customers in each of the two independent 
districts will be constantly and adequately supplied. Thus the Applicant will 
be able to perform its distribution functions more efficiently and surely with 
the line than without it. 

ISSUES AND CONTENTIONS 


There appears to be no question but that the public convenience and 
necessity would be served by the construction and operation of the pipe line. 
There is no controversy with respect to the issues usual in a certificate 
proceeding. The only question involved is that of the jurisdiction of the 
Commission to require a certificate for the construction and operation of the 
facility. The question resolves itself to simply whether or not, ipso facto, 
the movement of natural gas across a State line by means of a pipe line 
connection between two separate and independent gas distribution systems 
owned by the same company constitutes “transportation of natural gas in 
interstate commerce” and thus subject to the jurisdiction of the Commission. 
If the question be answered affirmatively, the pipe line may be regarded as a 
facility for such interstate transportation and thus a certificate is required 
unless the pipe line is a facility for local distribution (Section 1 (b)) or, 
if not, a “branch line’ and, being such, then by the Commission’s General Rules 
(Section 2.55) excluded from the term “facilities”. 

In addition to a number of rulings by the Commission with respect to electric 
energy transmission, Applicant has called attention to an order of the Com- 
mission dismissing an application for a certificate because the applicant there 
was found to be not a “natural gas company” within the purview of the 
Act. Involved in that matter was a six-inch low pressure pipe line connecting 
two separately owned and independent gas distribution systems on each side 
of the Delaware River, the state boundary (at the point of crossing) between 
Pennsylvania and New York. This order is In the Matter of Pike County 
Light & Power Co., Docket No. G-270, issued February 11, 1947, and is 
reported in 6 FPC 398. That case was factually different from the one at 
hand only in that neither of the companies involved in the crossing (one of 
which had applied for a certificate) owned facilities which crossed the state 
line, the delivery point being exactly on the dividing line between the States. 
In other respects, the decided case and the present case are similar, and 
particularly in the fact that in each case the gas transported originated in 
states other than the states involved in the crossing. The Commission’s order 
in this Pike Case is devoid of formal findings of fact which would distinguish 
that matter in principle from the matter here presented; however, the signifi- 
eant aspects of that matter set forth in the statement of facts preceding the 
finding and order seem to be comparable to the significant facts involved in 
the matter at hand. 

Staff counsel’s position appears to be based largely upon the judicial 
pronouncement in the Hast Ohio Case,1 where the Supreme Court disposed 


1 F.P.C. vy. Hast Ohio Gas Company, et al., 338 U.S. 464; Reh. den. 339 U.S. 905. 
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of the contentions there advanced that the regulatory provisions of the 
Natural Gas Act are applicable only in the cases where transportation of 
natural gas is followed by sales for resale, and that Section 1 (b) conferred 


no jurisdiction to regulate an intrastate high-pressure line since its purpose 
was only for distribution. 


DISCUSSION OF THE EVIDENCE AND CONCLUSIONS 


It would seem that certain of the facts, heretofore stated, have no particular 
legal significance. The fact that the pipe line is but 1.5 miles in length does 
not affect its legal status. The fact that the Iowa-Illinois state boundary 
crossed by the pipe line happens to be a waterway, likewise has no legal 
significance. The fact that the line is to be installed only for occasional use, 
and may, in fact, be idle and unused for considerable portions of each year, 
has no significance when considered with the fact that it actually is proposed 
as a permanent installation, suitable for use for movement of large quantities 
of gas from one state to another, in either direction, at any and all times. 
The fact that the company here involved is not engaged in the business of 
transporting gas in interstate commerce for hire or for sales to be followed 
by resales, can have no significance in view of the Supreme Court’s interpre- 
tation of Section 1 (b) of the Natural Gas Act in the Hast Ohio Case, supra, 
which interpretation need not be restated nor evaluated here.” 

Unquestionably, the pipe line involved herein is an instrumentality which 
can, and undoubtedly will, be used from time to time to move large quantities 
of natural gas from Iowa to Illinois and from Illinois to Iowa. There can 
be no doubt that such movement of natural gas by the Applicant results in 
a form of “interstate commerce”, as that term is generally understood, since 
it will involve the transportation of gas from a point in Iowa to a point in 
Illinois or from a point in Illinois to a point in Iowa, as operational neces- 
sities require. 

Since the line involved herein is a facility for the movement of natural gas 
between the State of Iowa and the State of Illinois, a certificate would be 
required for its construction and operation if such movement be classed as 
“transportation of natural gas in interstate commerce” under the Natural Gas 
Act regardless of the fact that the original source of the gas is Texas and 
Kansas, unless exempt from the provisions of the statute. 

It is clear, however, from a reading of Section 1°(b) of the Natural Gas 
Act that Congress intended that certain kinds of facilities are not to be 
classed, for jurisdictional purposes as interstate facilities, even though inter- 
state movement of gas is involved, if their purpose is for local distribution 
of natural gas. 

The assignment of particular facilities as being within or without the 
purview of “facilities used” for “local distribution of natural gas” is left by 
the statute to the administrative discretion of the Commission. This process 
of classification—a discretionary process—must, of course, jibe with the 


general understanding of the industry and, especially, should it be a realistic 
process. 


2 The gist of the Supreme Court's opinion is that the word “transportation” in Section 
1(b) of the Act is not limited to companies which both transport natural gas in interstate 
commerce and sell it for resale; it applies to movement of interstate gas in high pressure 
pipe lines, even though the operator of such lines sells gas direct to consumers rather 
than for resale. Further, the Court held that the proviso in Section 1(b) relating to 


local distribution was not intended to exempt high-pressure pipe lines transporting inter- 
state gas to local mains. 
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While the pipe line herein involved may be susceptible of formal classifica- 
tion as a facility for transportation of natural gas in interstate commerce, 
within the meaning of the Act, and this appears to be the substance of the 
staff’s contention, it is actually only an operational device to be used solely 
to provide a measure of assurance that the two hertofore isolated distribution 
districts will be able to function in the event breaks or interruptions occur 
which might adversely affect the adequacy of gas supply from established 
delivery points. The crossing of the state boundary (which is not an indis- 
pensable prerequisite to classification as an interstate transportation facility) 
is obviously incidental to this principal purpose. This relatively low-pressure 
pipe line is to be part of the Applicant’s over-all distribution arrangement and 
deserves functional classification as a “distribution” facility, as contemplated 
by Section 1 (b) even though no “distribution” to customers, in the narrowest 
sense of the word, will be made from this link of the system, due to the 
peculiarity of its location. The interstate transportation facilities by which 
the Applicant now receives the natural gas it distributes (a portion of which 
will pass through this pipe line) are covered by the certificate issued by the 
Commission on January 24, 1951 in Docket No. G-303, and by the order issuing 
the certificate, the Applicant was found by the Commission to be a “natural 
gas company” within the meaning of the Act. This status would be unaffected 
by any determination made in connection with the matter at hand. 

In view of these considerations and the Commission’s previous ruling with 
respect to the analogous facilities involved in the Pike Case, it is concluded 
that the pipe line here involved is a facility for “local distribution of natural 
gas”, as contemplated in Section 1 (b) of the Natural Gas Act and that an 
appropriate order should issue dismissing the application for a certificate of 
public convenience and necessity for want of jurisdiction. 

While in view of the foregoing it is not necessary to pass upon the Appli- 
eant’s contention that the pipe line here involved falls within the exclusions 
from “facilities” set forth in Section 2.55 of the Commission’s General Rules 
as being a “branch line necessary to the establishment of new delivery points 
required for the delivery of gas to an existing customer for resale in a local 
community presently served from the same pipe line system by each customer”, 
it is concluded that by its plain words the rule is applicable only to factual 
situations where there is involved the transportation of natural gas in inter- 
state commerce to customers for resale. There is no resale involved in the 
matter at hand. 
FINDINGS 





AND CONCLUSIONS 


Upon consideration of the evidence and of the material submitted by counsel 
with their suggested findings and conclusions, the following findings and con- 
clusions additional or supplemental to those already stated herein are here 
made: 

1. The pipe line hereinbefore described comprises a link or tie between a 
distribution district in Iowa and a distribution district in Illinois, so that each 
distribution district will have access to each other’s delivery connection with 
the gas transportation facilities of the supplying company heretofore estab- 
lished to supply natural gas to each district in each state. 

2. The pipe line is a facility for local distribution of natural gas and not 
subject to the provisions of the Natural Gas Act by reason of being specifically 
within the class of local distribution facilities which are excluded by the pro- 
viso in Section 1(b) thereof. 

8. The pipe line is not a “branch line” and, as such, excluded from the 
term “facilities” by reason of the definition of that term in Section 2.55 of the 
Commission’s General Rules and Regulations. 
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OBDER 


It is therefore ordered, subject to review by the Commission on appeal or on 
its own motion, as provided by its Rules of Practice and Procedure: 

The application for certificate of public convenience and necessity filed by 
Iowa-Illinois Gas and Electric Company on April 10, 1950, is hereby dismissed 
for want of jurisdiction. 

WriiraM J. CostTeLyo, 
Presiding Examiner. 


Order affirming and adopting initial 
decision of presiding examiner 


January 21, 1955 


The Presiding Examiner, on February 19, 1951, certified and filed with the 
Secretary of the Commission the record herein, and on the same date, issued 
his initial decision, which was served on all parties to the proceeding. 

By his decision and accompanying order, the Presiding Examiner, subject 
to review by the Commission on appeal, dismissed the application filed herein 
by Iowa-Illinois on April 10, 1950, for want of jurisdiction. 

The Presiding Examiner in his decision and accompanying order found 
(1) the proposed pipe line is a facility for local distribution and not subject 
to the provisions of the Natural Gas Act by reason of being specifically within 
the class of local distribution facilities which are excluded by the proviso in 
Section 1 (b) thereof; (2) the pipe line is not a “branch line” and, as such, 
excluded from the term “facilities” by reason of the definition of that term 
in Section 2.55 of the Commission’s General Rules and Regulations. 

Staff Counsel filed on March 8, 1951, exceptions to the initial decision. No 
exceptions were submitted by any other party to this proceeding. 


The Commission orders: 


(A) The initial decision of the Presiding Examiner issued February 19, 1951, 
in the above-entitled matter, hereby is affirmed and adopted in its entirety and 
shall become effective as the decision and order of this Commission as of the 
date of issuance of this order. 

(B) The exceptions filed by Staff Counsel with respect to the Presiding 
‘xaminer’s initial decision be and the same hereby are denied. 


IN THE MATTERS OF 


MONTANA-DAKOTA UTILITIES COMPANY, G-2216, G-2442, G-2504, G-3888 ; 
MONDAKOTA GAS COMPANY AND INDUSTRIAL GAS COMPANY, INC., 
G-2477; MONTANA-DAKOTA UTILITIES COMPANY, COMPLAINANT, »¥. 
INDUSTRIAL GAS COMPANY, INC., MONDAKOTA GAS COMPANY, 
FALLON COUNTY GATHERING SYSTEM, INC., EASTERN CLAY PROD- 
UCTS, INC., FRANK H. BECKER, CHARLES W. SWIFT, C. GEORGE 
SWALLOW, AND J. R. TEDRICK, DEFENDANTS, G-2685; MONDAKOTA 
GAS COMPANY, G-3988 


Upon Formal and Informal Applications and Complaints 
February 2, 1955* 


* Initial decision became the final decision and order of the Commission by order of the 
Commission issued March 17, 1955, infra, p. 212. 


EpiTor’s Note: Affirmed 232 F. 2d 358 (CADC, 1956) cert. denied 352 U.S. 846. 
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Syllabus 


1. A party may not seek judicial relief until he has just exhausted his admin- 
istrative remedies. P. 208. 

2. Commission determines that the obligations of Montana-Dakota as a com- 
mon carrier of natural gas under the Mineral Leasing Act were terminated 
by the 1953 amendment to the Mineral Leasing Act. P. 209. 

8. The proposed sale by Mondakota is not a sale for resale and therefore is not 
subject to the certificate provisions of the Natural Gas Act. P. 211. 

4. Commission allows Montana-Dakota to withdraw and cancel its present 
common-carrier tariff, and its proposed contract-carrier tariff. P. 212. 


Armin M. Johnson and Earl H. A. Isensee for Montana-Dakota Utilities Co. 
Leonard W. Simonet for Fallon County Gathering System, Inc. 
Joseph B. Hobbs for the staff of the Federal Power Commission. 


Ivins, Presiding Examiner: These are proceedings on applications and com- 
plaints under Sections 4, 5 and 7 of the Natural Gas Act (Act) as hereinafter 
described. 

On July 23, 1953, Montana-Dakota Utilities Co. (Pipe Line) a Delaware cor- 
poration with its principal place of business at Minneapolis, Minnesota, filed 
application in Docket No. G—2216, for an order of the Commission authorizing 
it to abandon common-carrier transportation of natural gas where the shipper, 
in the absence of satisfactory credit arrangements, has not provided the bond 
required by Paragraph 5, General Terms and Conditions of Pipe Line’s FPC 
Gas Tariff, Original Volume No. 1. On August 20, 1953, the Commission 
authorized Pipe Line to suspend transportation service on and after August 23, 
1953, where the shipper has not furnished such bond. 

On May 27, 1954, Pipe Line filed application in Docket No. G—2442, for 
authority to suspend common-carrier transportation service for alleged non- 
payment for past services rendered by Pipe Line to Industrial Gas Co., Inc. 
(Industrial) pursuant to Pipe Line’s FPC Gas Tariff, Original Volume No. 1.1 
Responses to this application were duly filed by Mondakota Gas Company 
(Mondakota) and by Industrial, stating that the transportation charges due 
Pipe Line have been paid. . 

Thereafter, on June 24, 1954, Pipe Line filed its FPC Gas Tariff, Revised 
Volume No. 1, to become effective August 1, 1954, superseding its tariff cover- 
ing common-carrier transportation service, and providing in lieu thereof rates 
for contract-carrier services (Docket No. G-2504). By order issued July 29, 
1954, the Commission suspended the proposed tariff and provided for a hearing. 

Subsequently, by joint application filed July 2, 1954, Industrial and Mon- 
dakota (Docket No. G—2477) have applied for a determination of the reason- 
ableness of Pipe Line’s original FPC Gas Tarift respecting common-carrier 


1 The aforesaid tariff providing for common-carrier service was filed pursuant to Com- 
mission order entered on March 22, 1946 (5 FPC 64; aff'd 189 F. 2d. 392), as supple- 
mented by Commission orders issued May 3, 1949 (8 FPC 845), and November 29, 1949 
(8 FPC 583). Montana-Dakota Utilities Co. v. Federal Power Commission, 169 F. 2d. 
892; cert. den. 335 U.S. 853. Pursuant to the aforesaid Tariff, Pipe Line entered into 
Service Agreements with Mondakota for the transportation of natural gas to industrial 
customers of Mondakota, as follows: 

(a) Service Agreement dated May 6, 1949, for shipment to the Eastern Clay Products 
Company, Belle Fourche, South Dakota ; 

(b) Service Agreement dated September 15, 1950, for shipment to the American Colloid 
Company, Belle Fourche, South Dakota ; and 

(ec) Service Agreement dated December 11, 1950, for shipment to the State Cement 
Plant, Rapid City, South Dakota. 

On or about August 30, 1953, Williston-Wyoming Associates became the shipper under the 
service agreements specified in (a), (b), and (c) above. 


furth 


In 
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transportation rates. In its response Pipe Line, and by a complaint filed Sep- 
tember 7, 1954 (Docket No. G-—2685) against Industrial, Mondakota, Fallon 
County Gathering System, Inc. (Fallon), Eastern Clay Products, Inc., Frank H. 
Becker, C. George Swallow, Charles W. Swift, and J. R. Tedrick, Pipe Line 
alleges, inter alia, that the operations of Defendants with respect to the natural 
gas transportation by Pipe Line pursuant to its FPC Gas Tariff, Original Vol- 
ume No. 1, have been and are in violation of Section 7(c) of the Natural Gas 
Act. Answers to the complaint have been filed by Mondakota, Industrial, 
Fallon, and Frank H. Becker. 

Again, on October 1, 1954, Pipe Line filed an application in Docket No. G-3888 
for authority to suspend transportation service under its tariff until payment 
is made for past services rendered Industrial and until credit arrangements 
have been made or bond posted pursuant to paragraph 5, General Terms and 
Conditions, of the aforesaid tariff. 

By order issued November 15, 1954, the Commission consolidated the pro- 
ceedings in Docket Nos. G—2216, G—2442, G-2477, G-—2504, G-2685, and G-3888, 
for the purpose of hearing and fixed a hearing thereon to commence on 
December 7, 1954. 

Finally, on October 1, 1954, Mondakota filed an application in Docket No. 
G-3988, for a certificate of public convenience and necessity pursuant to Sec- 
tion 7 (c) of the Natural Gas Act authorizing it to sell natural gas subject 
to the jurisdiction of the Commission to Eastern Clay Products Company. By 
order issued December 3, 1954, the Commission consolidated the proceeding 
in Docket No. G-3988 with the foregoing proceedings previously set for hear- 
ing on December 7, 1954. 

Following due notice to all parties in interest, and publication in the Federal 
Register, the hearing commenced on December 7, 1954, the Commission, on 
December 1, 1954, having denied requests by Mondakota and Industrial for a 
postponement. Appearances were entered for Montana-Dakota, Fallon, Frank 
A. Warner (Intervener) as successor in interest to Frank H. Becker; and Com- 
mission Staff. A special appearance was entered by Mondakota for the pur- 
pose of renewing its motion for postponement, which motion was denied by 
the Presiding Examiner. Briefs were filed by Pipe Line, Mondakota, Indus- 
trial,2 C. George Swallow, and Frank A. Warner. No other briefs were filed. 

On December 8, 1954, the day on which the hearing was concluded, Mon- 
dakota filed a motion for adjournment of these proceedings. The motion was 
not, however, filed in time to permit the Secretary to present the motion for 
Commission action prior to the conclusion of the hearing. Consequently, the 
motion for adjournment was not timely filed, and in any event the question 
presented is moot. 

On January 7, 1955, Mondakota filed a petition for reopening of the record 
and for a further hearing in these proceedings. The issues presented are legal 
in nature and no useful purpose could be served by reopening the record for 
further proof. 

COMMON CARRIER STATUS 


Industrial urges in its brief that the question of the legal effect of the 1953 
amendment to the Mineral Leasing Act on Montana-Dakota’s common-carrier 
obligations is not properly before the Commission, and further that the Com- 
mission in any event is without jurisdiction to decide this question. On inspec- 
tion of the pleadings it appears that this is the principal question presented 
in these proceedings. It was specifically raised in the proceeding instituted by 


20On or about August 1, 1953, Industrial became the shipper under the service agree- 
ments specified in (a), (b), and (c) of note 1 above. 
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the joint petition filed by Industrial and Mondakota in Docket No. G-—2477. 
This basic question having been presented, the Examiner and the Commission 
have a clear and unmistakable jurisdiction and duty to resolve it. First Iowa 
Coop. v. Power Comm’n., 328 U.S. 152; Interstate Natural Gas Co., 209 F. 2d. 
380 (C.A.9). 

Mondakota also urges in its brief that the Commission is without jurisdic- 
tion to determine the legal effect of the 1953 amendment to the Mineral Leas- 
ing Act upon Pipe Line’s common-carrier status. They further urge that the 
Commission should delay the hearing and adjudication in these matters pend- 
ing the decision of the United States District Court for the District of North 
Dakota, in a suit which Mondakota and Industrial jointly instituted against 
Pipe Line seeking a declaratory judgment on this question. 

This contention must be rejected since it is a fundamental rule of law that 
a party may not seek judicial relief until he has first exhausted his administra- 
tive remedies. Myers v. Bethlehem Corp., 303 U.S. 41, 48 and 49; Macauley v. 
Waterman SS. Corp., 327 U.S. 540, 543; Federal Power Commission, et al., 
v. Arkansas Power & Light Co., 330 U.S. 802; Interstate Natural Gas Co., v. 
Southern California Gas Co., 209 F. 2d 880 (C.A. 9). 

Industrial also takes the position that the provisions of the amendment are 
prospective and only apply to gas companies which were not already in exist- 
ence and charged with a common-carrier duty. It is likewise urged that the 
language of the amendment is clear and, consequently, that no resort to legis- 
lative history may be had in interpreting the amendment. 

The plain language of the statute rejects the contention that the provisions 
of the amendment are prospective only. Moreover, there is no rule of law 
which forbids recourse to legislative history, however clear the words of the 
statute may appear upon superficial examination. United States v. Public Utili- 
ties Comm., 345 U.S. 295. United States v. Universal Corp., 344 U.S. 218, 221. 
United States v. Bryan, 339 U.S. 323, 335, 338. United States v. C.I.0., 335 U.S. 
106, 112, 113. 

By Public Law 253, 83d Cong., 1st Sess., approved August 12, 1953, Section 28 
of the Mineral Leasing Act (30 U.S.C. 185) was amended by inserting after 
“Provided,” the following: 


That the common carrier provisions of this section shall not apply to 
any natural gas pipe line operated by any person subject to regulation 
under the Natural Gas Act or by any public utility subject to regulation 
by a State or municipal regulatory agency having jurisdiction to regulate 
the rates and charges for the sale of natural gas to consumers within the 
State or municipality; provided further, 


The amendment adopted and approved as Public Law 253 was first recom- 
mended by the Senate Committee on Interior and Insular Affairs in its report 
on 8. 2220 (S. Report No. 578, 83d Cong., 1st Sess.). The Senate passed 
S. 2220 on July 17, 1953, as recommended by the Senate Committee (99 Cong. 
Rec. 9041). On July 27, 1953, the House substituted S. 2220 for H.R. 5664 and 
amended S. 2220 (99 Cong. Rec. 9971) by inserting after “municipality,” the 
following: 


except as to natural gas produced from Government lands in the vicinity 
of the pipe line; Provided further, That the Federal Power Commission 
with regard to any natural gas pipe line operated by any person subject 
to regulation under the Natural Gas Act, may, upon application of any 
producer of natural gas, and after a full hearing, with due notice thereof 
to interested parties and a proper finding of facts, including a finding as 
to the availability of capacity of such pipe line, direct such pipe line to 
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accept, convey, transport, or purchase, without discrimination, natural gas 
produced by such applicant, other than gas produced from public lands 
coming within the common-carrier provisions of this section. 


The Senate disagreed with the House amendment and asked for a confer- 
ence (99 Cong. Rec. 10077). The House appointed conferees (99 Cong. Rec. 
10207). The conferees recommended that the House recede from the House 
amendment to S. 2220, and the conferees on the part of the House, in explana- 
tion of their recommendation, submitted the following statement: 


The conferees were agreed that the amendment adopted by the House 
would render ineffective the preceding clause and perhaps nullify it. The 
object of the legislation is to relieve certain pipe lines used by regulated 
public utilities from the common-carrier obligation for reasons conceded 
to be reasonable and just. The House amendment was believed to be 
contrary to this objective. 


Pipe Line is a “natural-gas company” as defined in the Act and its trans- 
mission facilities are subject to the Commission’s jurisdiction under Section 7 
of the Act (3 FPC 968). If there were any doubt as to whether the aforesaid 
amendment of August 12, 1953, to Section 28 of the Mineral Leasing Act 
relieves the pipe lines of Montana-Dakota from their common-carrier obliga- 
tions, such doubt would be removed by the aforesaid statement in the Confer- 
ence Report (Ex. 4) with respect to the object of the amendatory legislation. 

It is apparent, therefore, that the obligations of Montana-Dakota as a com- 
mon carrier of natural gas under the Mineral Leasing Act are terminated by 
the aforesaid amendment of August 12, 1953. 


THE TARIFFS 


Industrial also urges that the question of the withdrawal of Pipe Line’s 
common-carrier tariff is not properly before the Commission, and cannot, there- 
fore be adjudicated in this proceeding. It appears from pages 230 and 231 
of the transcript of the hearing in these proceedings held on December 8, 
1954, that counsel for Pipe Line orally moved that all their tariffs “relating to 
common carriage as well as contract carriage be entirely and in all respects 
withdrawn and removed from the files and cancelled.” Since a motion of this 
character is provided for in Section 1.12 of the Commission’s Rules of Practice 
and Procedure, it appears that the motion was a proper method of seeking 
the relief indicated and that this question is properly before the Examiner, 
and the Commission. 

The service covered by the aforesaid contract-carrier tariff is the transporta- 
tion of natural gas from points in Montana to points in South Dakota for the 
account of the shipper in accordance with the three service agreements referred 
to in note 1 herein. Thus, Section 7(c) of the Act requires a certificate of 
public convenience and necessity before Pipe Line can engage in the proposed 
operations as a contract carrier of natural gas. 

A certificate of public convenience and necessity has not been issued under 
Section 7 of the Natural Gas Act authorizing Pipe Line to engage in contract- 
carrier operations. 

The obligations of Pipe Line as a common carrier of natural gas under the 
Mineral Leasing Act having been terminated by the aforesaid amendment of 
August 12, 1953, Pipe Line is presently without authority to conduct such 
operations. Common-carrier service was discontinued by Pipe Line on Novem- 
ber 12, 1954, and it has not commenced contract-carrier operations. Since 


3 As hereinbefore noted, the proposed contract-carrier tariff was suspended by order of 
the Commission issued July 29, 1954, in Docket No. G-2504. 
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Pipe Line has not commenced contract-carrier operations it cannot be said 
that it has abandoned contract-carrier operations within the meaning of Sec- 
tion 7 (b) of the Act. 

While it appears to have been clear to counsel for Pipe Line that the 
common-carrier obligations of Pipe Line were terminated by the aforemen- 
tioned amendment to the Mineral Leasing Act, nevertheless, Pipe Line would, 
of necessity, act at its own risk in discontinuing common-carrier service with- 
out first having obtained a determination, in these or some other appropriate 
proceedings, that its common-carrier obligations were in fact terminated by 
the amendment of the Mineral Leasing Act. Consequently, it cannot be said 
that the transportation of natural gas under its common-carrier tariff for the 
account of Industrial since the August 12, 1953 amendment to the Mineral 
Leasing Act would constitute anything other than a continuation of the 
common-carrier operations of Pipe Line.5 

Pipe Line is now unwilling to institute contract-carrier operations (T. 230- 
231). There is no authority under the Natural Gas Act to require such opera- 
tions, and the rejection by Congress of the aforesaid House amendment to 
S. 2220 leaves the Commission without authority to require the operations. 
Consequently, no purpose would be served by denying the motion made by 
Pipe Line to withdraw and cancel its aforesaid tariffs. 


Docket No. G-3988 


In its order issued December 3, 1954, the Commission foand that the issues 
involved in Docket No. G-3988 are also involved in Docket No. G—2685. 

In its complaint, in Docket No. G—2685, Pipe Line alleges, inter alia, that 
Mondakota and other shippers of natural gas have engaged in the sale of 
natural gas to certain industrial customers without a certificate of public con- 
venience and necessity and in violation of the provisions of the Natural Gas Act. 

Apparently, Mondakota has attempted to meet that allegation by the filing 
of its application in Docket No. G-3988 for a certificate of public convenience 
and necessity authorizing Mondakota to sell to Eastern Clay Products Com- 
pany, of Belle Fourche, South Dakota, natural gas produced in Fallon, Phillips 
and Valley Counties, Montana. The proposal by Mondakota is to have Pipe 
Line transport the gas and deliver it to the aforesaid industrial consumer at 
Belle Fourche. The proposed sale by Mondakota is not a sale for resale and 
is not subject to the certificate provisions of the Natural Gas Act. 

This question has previously been considered and reconsidered by the Com- 
mission (8 FPC 575, 581, 583). Accordingly, the application in Docket No. 
G-3988 should be dismissed for lack of jurisdiction. 


OTHER MATTERS 


The other matters involved are effectively disposed of by the termination 
of the obligations of Pipe Line as a common carrier of natural gas under the 
Mineral Leasing Act, and by the granting of the motion to withdraw and 
eancel its tariffs involved herein. 


4 The failure of the shipper to comply with the provisions of the common-carrier tariff 
as alleged in Docket No. G-3888 above, might have reduced the risk of Pipe Line in dis- 
continuing service on November 12, 1954 without Commission authorization. However, 
it is unnecessary to decide this question since it is determined in this decision that Pipe 
Line’s common carrier obligations were terminated by the amendment to the Mineral 
Leasing Act. 

5 In the aforesaid suspension order in Docket No. G-2504, the Commission said: 

The tariff covers a transportation service which is presently being rendered as a 
“eommon carrier’ service. The proposed revision provides for “contract carrier” 
service in place of “common carrier” service. No change in rates is proposed. 
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FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and briefs of counsel, as well 
as upon the preceding portion of this decision, it is found and concluded that: 

(1) The common-carrier tariff of Pipe Line, FPC Gas Tariff, Original Vol- 
ume No. 1 (Item A), was filed pursuant to Commission orders referred to in 
note 1 herein. 

(2) Rate Schedule T-1 of the aforesaid tariff, Original Sheet No. 3, para- 
graph entitled “Applicability” provides: 


This rate schedule, as required by the order of the Federal Power Com- 
mission under date of March 22, 1946, is applicable to interstate common 
earrier transportation of merchantable natural gas for others between 
points on the Company’s Baker-Bowdoin transmission pipe line system (in 
excess of 35 miles and not more than 300 miles), to which such obligation 
to transport attaches under the Leasing Act of 1920, as amended. 


(4) The obligations of Pipe Line to render common-carrier transportation 
of natural gas under the Mineral Leasing Act terminated upon the aforesaid 
amendment of August 12, 1953. 

(5) Pipe Line has rendered no transportation service under its Rate Sched- 
ule T-2, and it discontinued its transportation service under its Rate Schedule 
T-1 on November 12, 1954. 

(6) On June 24, 1954, Pipe Line filed its FPC Gas Tariff, First Revised 
Volume No. 1, which it proposed to become effective on August 1, 1954, for the 
substitution of contract-carrier service in place of common-carrier service. 
By order issued July 29, 1954, the Commission suspended the proposed contract- 
carrier tariff and provided for a hearing thereon. 

(7) The proposed contract-carrier service is for the transportation of natural 
gas from points in the State of Montana to points in the State of South 
Dakota for the account of others. 

(8) Pipe Line has not made application or obtained a certificate of public 
convenience and necessity pursuant to Section 7(c) of the Natural Gas Act 
authorizing transportation of natural gas in interstate commerce for the 
account of others and it is unwilling to obtain such authorization and render 
such service. 

(9) Pipe Line has not commenced the aforesaid contract-carrier service and 
the Commission is without authority to compel the commencement of the 
transportation service covered by the aforesaid contract-carrier tariff. 

(10) The aforesaid motion to withdraw and cancel the common-carrier 
tariffs should be granted and the proceedings in Docket Nos. G—2216, G—2442, 
G-2477, G-2504, G-2685, and G-3888 should be terminated. 

(11) By its application, in Docket No. G-3988, for a certificate of public 
convenience and necessity, Mondakota proposes to sell natural gas to Eastern 
Clay Products Company for consumption by the industrial customer at Belle 
Fourche, South Dakota. The gas which Mondakota proposes to sell would be 
produced and gathered by Mondakota and others in the State of Montana and 
transported to Belle Fourche by Pipe Line. 

(12) Aside from the fact, as found above, that Pipe Line is unwilling to 
transport natural gas in interstate commerce for the account of others, the 
certificate requested by Mondakota in Docket No. G-3988 is for a direct sale 
as distinguished from a sale for resale and is not within the certificate 
provisions of Section 7 of the Natural Gas Act. 

(13) The application filed by Mondakota in Docket No. G-—3988 should be 
dismissed for lack of jurisdiction. 
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ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, 
or upon its own motion, as provided in the Commission’s Rules of Practice 
and Procedure, that: 

(A) The aforesaid petition filed January 7, 1955 by Mondakota Gas Com- 
pany to reopen the record and for further hearing in these proceedings, be 
and the same is hereby denied. 

(B) The aforesaid application filed October 1, 1954, in Docket No. G-8988, 
for a certificate of public convenience and necessity, be and the same is hereby 
dismissed. 

(C) The proceedings in Docket Nos. G-2216, G-—2442, G-2477, G-—2504, 
G-2685, and G-3888, be and the same are hereby terminated. 

(D) The aforesaid motion by Montana-Dakota Utilities Company, to with- 
draw and cancel its present common-carrier tariff (FPC Gas Tariff, Original 
Volume No. 1) and its proposed contract-carrier tariff (FPC Gas Tariff, 
First Revised Volume No. 1), be and the same is hereby granted, and the 
aforesaid tariffs are withdrawn from the Commission’s files and cancelled. 

(E) A copy of this order shall be placed in the Commission's aforesaid 
tariff files showing that the aforesaid common-carrier and proposed contract- 
earrier tariffs of Montana-Dakota Utilities Company are withdrawn and 
cancelled. 

RicHarp N. Ivins, 
Presiding Examiner. 


Order affirming decision of presiding examiner 
March 17, 1955 


The Presiding Examiner’s Decision in these proceedings was filed on 
February 2, 1955. Upon consideration of the evidence, the briefs filed, the 
Examiner’s Decision, the exceptions thereto, and the entire record, we find 
that, under the circumstances engendered by the August 12, 1953 amendment 
to the Mineral Leasing Act, said decision is appropriate to these proceedings. 

The Commission orders: 

The Presiding Examiner’s Decision issued February 2, 1955 be and the same 
is hereby affirmed. 


IN THE MATTER OF 


NATURAL GAS PIPELINE COMPANY OF AMERICA 
Proceeding Concerning the Lawfulness of Certain Revised Tariff Sheets 
Docket No. G—2302 
January 27, 1955* 

Syllabus 


1. Commission in determining a fair rate of return will not disregard the 
actual cost of the company’s outstanding debt and consider solely thé 
current cost of debt money. P. 222. 

2. Commission finds that the record does not justify an assumed capital 
structure instead of the actual capital structure. P. 222. 


* Initial decision became the final decision and order of the Commission by order of 
the Commission issued April 1, 1955, infra, p. 221. 
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3. Commission finds that a return of 6 percent is “commensurate with 
returns on investments in other enterprises having corresponding risks.” 
P. 224. 

4. Commission modifies examiner’s decision allowing certain increased rates 
and charges by Natural to go into effect. P. 225. 


Charles C. McDugald, Clarence W. Miles and George P. Garver for Natural 
Gas Pipeline Company of America. 
Louis L. DaPra for the staff of the Federal Power Commission. 


Law, Presiding Examiner: The current proceeding is to determine what 
effect, if any, is to be given to certain proposed changes in the tariffs of 
Natural Gas Pipeline Company of America (Natural). On October 13, 1953, 
Natural tendered for filing proposed further revisions of sheets 5, 6 and 7 
of its F.P.C. Gas Tariff, First Revised Volume No. 1, applicable to its Rate 
Schedule CD-1 (General Service) and a revision of sheet 8 of the same Tariff, 
applicable to its Rate Schedule I-1 (Interruptible Service). On November 4, 
1953, the Commission adopted an order suspending the said proposed changes 
and setting this matter down for hearing. Subsequently, by virtue of a 
further order adopted December 29, 1953, the proposed changes were permitted 
to become effective, under bond, as of January 1, 1954. 

In general, the proposed changes of Natural were for the purpose of reduc- 
ing the demand charge in the first block of contract demand (gas from 
sources other than Texas Illinois Natural Gas Pipeline Company, commonly 
known as Texas Illinois) from $1.40 being then collected under bond in 
Docket Nos. G—-1697 and G—2083 to $1.24 per month, per thousand cubic feet 
of demand; and increasing the commodity charge from 8.37 cents per Mcf to 
12.05 cents per Mcf, in the case of the said first block of contract demand. 
The first block changes were predicated upon increased cost of gas to be 
purchased from Colorado Interstate Gas Company (Interstate) estimated at 
more than $2,500,000, substitution of spot or short term contract gas for com- 
pany-produced gas as a result of decreasing allowables and at an added 
cost of approximately $1,650,000 per annum, increased cost for the quantities 
of spot gas then being purchased by Natural amounting to approximately 
$1,000,000 per annum; and additional operating expenses, taxes and return 
amounting to a little more than $990,000. 

In addition to the proposed increase in Block 1 rates, Natural also proposed 
a reduction of the demand charge for Block 2 gas (supplied to Natural by 
Texas Illinois) from $2.50 per month to $2.39 per month and an increase 
in the commodity charge for Block 2 gas from 16 cents per Mcf to 20.17 cents 
per Mcf. The proposed changes in Block 2 rates, as well as a similar change, 
as to commodity only, in the I-1 rate for interruptible gas were for the 
purposes of recouping to Natural the added cost of such gas resulting from 
increased rates proposed on June 29, 1953 by Texas Illinois and suspended, 
in accordance with the Natural Gas Act, until January 1, 1954 and thereafter 
collected under bond by Texas Illinois. Natural and Texas Illinois are both 
wholly-owned subsidiaries of Peoples Gas Light and Coke Company (Peoples) 
and the transaction between the two companies has been set up as a “wash” 
or paper sale, with no profit to Natural, which only passes on to its customers 
the charges which it pays to Texas Illinois for gas used by replacement to 
supply such demands of Natural’s customers as cannot be supplied by Natural 
with gas from other sources. The second block of contract demand and all 
interruptible gas which Natural supplies to its customers is Texas Illinois 
gas and the rate charged by Natural is a bookkeeping figure to recoup cost 
to Natural of such gas. Since both Natural and Texas [linois deliver gas 
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to Chicago District Pipeline Company (District) at approximately the same 
point, there is no need to record any charge or credit based upon the purely 
nominal distance between the metering points where delivery is made by the 
two long-distance pipe lines to District. Thus, the proposed second block and 
interruptible gas rate changes depend upon the action taken in the proceed- 
ing In the Matter of Texas Illinois Natural Gas Pipeline Company, Docket 
No. G—2219. An initial decision in the aforesaid proceeding (Docket No. 
G-2219) was issued November 10, 1954 and affirmed, on appeal, by Commission 
Order, adopted December 8, 1954. The decision and order and their effect 
upon the present proceedings are hereinafter discussed. 

After the taking of the prepared direct testimony of Natural’s witnesses in 
support of the proposed tariff changes, the hearing was recessed until April 
20, 1954. Subequent recesses were taken to facilitate negotiations entered into 
between Natural, its utility customers, intervening city and state governments 
and regulatory commissions and representatives of the Commission’s Staff. 
In the course of such negotiations, it became apparent that the City of 
Chicago (City) and Natural could not agree as to what rate of return was 
justified. As a result of this disagreement and Opinion No. 269, issued April 
15, 1954 In the Matters of Panhandle Eastern Pipe Line Company, et al., 13 
F.P.C. —, Natural presented further evidence which related to hydrocarbon 
extraction, and City presented a witness on the question of rate of return. 
The testimony of these witnesses and the cross examination of the witnesses 
earlier presented by Natural was completed on the 14th, 15th and 16th of 
July and the hearing then concluded. Subsequently, Natural moved to strike 
the testimony of its own witness, Hammerschmidt, as to gasoline and other 
hydrocarbon extraction. This motion will be discussed hereafter and dis- 
posed of in this decision. 

On the 18th of June, Natural also offered testimony as to field price, 
claiming such testimony to be pertinent in view of Opinion No. 269 but 
stating that it did not in any way rely upon such testimony as a part of its 
ease. Upon objection, this testimony and the exhibits connected therewith 
were not received in evidence. Although exceptions were taken at the time 
and offers of proof made as to the testimony of the witness Price and 
Exhibits Nos. 11, 12 and 13 identified by him, Natural did not press this phase 
of the case and no mention thereof appears in either the main or reply 
briefs of Natural. It must therefore be assumed here that Natural has 
abandoned its exception and no discussion of this evidence appears necessary. 

Natural filed its brief in support of its proposed tariff changes. The only 
briefs filed in opposition to Natural’s proposals were those of Commission 
Staff Counsel and the Intervenor City of Chicago. None of the customer 
companies served by Natural who were permitted to intervene filed any 
briefs in opposition to Natural’s proposals or sought to present any testimony. 
The same is true as to the two state regulatory commissions who filed notices 
of intervention. In the case of the Public Service Commission of Wisconsin, 
counsel did not enter an appearance upon the record, although a letter from 
such counsel was adopted as his own argument and read into the record by 
counsel for the City of Chicago on June 18. We thus have reason to believe 
that representatives of the Wisconsin Commission had a part, either person- 
ally or by proxy, in the conferences in regard to settlement held off the 
record by representatives of the parties and were kept thoroughly familiar 
with all developments in the case. 

City, in its brief, objected to the elimination of credits for gasoline profits 
as proposed by the Respondent, Natural, and based upon the testimony of the 
witnesses, Hammerschmidt and Burlingame. City also sought to obtain adop- 
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tion of the theory of its witness, Knappen, by virtue of which return on 
borrowed capital would be based on the actual cost of such capital to 
Natural, and return on equity money would be based upon the current cost 
of such money, including cost of flotation. Upon this basis, City, in conclu- 
sion, asked that approximately $1,000,000 of the proposed increase be refused 
and that an additional $4,000,000 be made subject to possible refunds in the 
event all or part of the claimed future costs of purchased gas did not become 
effective or any refunds became available to Natural from Texas Illinois, 
Colorado Interstate Gas Company (Colorado) or Panoma Corporation in rela- 
tion to natural gas delivered by any of said three companies to Natural after 
January 1, 1954. 

Staff Counsel, in his brief, points out many weaknesses in the testimony 
presented by Natural in relation to hydrocarbon extraction. These weaknesses 
may be deemed to be admitted by Natural, in view of the subsequent motion 
to strike the testimony of its own witness in regard to this subject. The 
burden of showing any similarity to the operation of Panhandle, in the matter 
of gasoline and the heavier hydrocarbons, is upon the Respondent, Natural, 
and the failure of Natural to satisfy that burden will hereinafter be discussed. 

Staff Counsel also proposed, in his brief, that Natural be required to 
conform to the terms of a proposed settlement offer made by it during the 
course of the attempts made to arrive at a compromise which would make 
unnecessary the trial of the case. This offer is not before us because (1) 
it was made off the record and in order to avoid the necessity of making a 
complete record in the proceedings, (2) by Staff Counsel’s own admission on 
pages 3 and 4 of his brief, the offer of settlement made by Natural was 
contingent upon unanimous acceptance by all the parties which would make 
further testimony (both direct and the cross of the witnesses already pre- 
sented) unnecessary, and (3) City did in fact specifically and in writing 
reject the offer of settlement and did thereafter present testimony proposing 
an entirely different and novel manner of calculating the cost of money for 
the purpose of determining rate of return. No serious consideration can be 
given to such an offer in disposing of this matter. 

However, consideration may here be given to the argument of Staff Counsel 
that the rate of return of 6.1 percent, which Natural expected at the time of 
the hearing sessions to receive under the rates proposed, is unreasonable. 
Upon such consideration, however, it is impossible to make the finding of 
unreasonableness which Staff Counsel’s proposal would require. The proposed 
6.1 percent return is only one-tenth of one percent in excess of the 6 percent 
return approved by the Commission in Docket No. G—1697 and approval of 
such a rate of return here does not constitute a material departure from the 
rate of recurn allowed in Docket No. G—1697. 

The fact that any change in the sale price of gas was proposed and shown 
to be necessary at the time of hearing in the present proceeding, coupled with 
rising costs being claimed by this* and other applicants for rate increases must 
be taken into consideration. The Staff has asked that the proposed rates be 
rejected and rates fixed which would be 2 cents less for demand and one- 
twentieth of one cent less for commodity than the rates now being collected 
under bond. These minor changes approach the realm of the infinitesimal 
and are “de minimis”. Under the present circumstances and in a cycle of 
rising costs a variance of one-tenth of one percent from the rate of return 
allowed in G—1697 cannot be found to be unreasonable. After all, it is fair 
to say that reasonableness is established by a zone rather than by a fixed point. 





1 Natural filed a proposal for a further rate increase, September 1, 1954, Docket No. 
G-3123. 
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The right to insist upon “the lowest reasonable rates” * is optional rather than 
mandatory and is exercised with discretion and in light of all known facts 
including the upward trend of costs. 

In the opinion of the Presiding Examiner, the ingenious proposals advanced 
by Mr. Knappen on behalf of the City of Chicago show careful consideration 
of his topic but are subject to two serious objections. First, a method of deter- 
mining rate of return such as is therein proposed offers no incentive to good 
management. Nothing is to be gained by limiting a -utility’s return to the 
bare cost of capital established during an interval when funds have been 
abundant and therefore available at low rates. There is no more logic in so 
doing than there would be in prescribing a rate of return based on an opposite 
set of conditions, when investors were timorous and capital could be attracted 
to an enterprise only by exceedingly high rates. As between such extremes a 
medial position must be taken. Also, human nature is not altruistic, and if 
the profit motive is banished or even greatly diluted the community runs 
numerous risks—service will suffer or may even be suspended* and there is 
the additional danger that some more sinister motive may be introduced as a 
substitute. After all, adequate service is far more important to the average 
consumer than a few pennies saved on rates. 

The witness Garver, Vice President, Secretary and Treasurer of Natural 
and of several affiliated companies and chief financial witness for Natural, 
stated that a return of 6.5 percent would be reasonable. He justified this by 
setting up an “industry standard” or average capital structure of 58 percent 
long-term debt and 42 percent equity, upon which fictitious capital structure 
the rate of return should, in his opinion, be based. This is not convincing. 
If, in fact, the standard or average capital structure of natural gas companies 
is not properly balanced, such a proposal would tend to perpetuate existing 
inequities between relatively low cost debt and high cost equity money in the 
capital structure of natural-gas companies. The Presiding Examiner believes 
that the comparatively high percentage of long-term debt found in the average 
natural-gas company at the present time is due, in part at least, to the recent 
extensive expansion of the natural-gas industry, which has resulted in organi- 
zation of new companies with a high ratio of bond-money, as well as extensive 
borrowing for expansion by existing companies. 

The comparatively high equity ratio and concomitantly low debt ratio to be 
observed in the capital structure of Natural, contrasted with Mr. Garver’s 
“industry standard” capital structure of 58 percent debt and 42 percent equity, 
may well result from the fact that Natural is one of the older pipeline com- 
panies and that recent capacity expansions to meet the increasing gas require- 
ments of Natural’s customer utilities have been constructed by an affiliated 
enterprise, namely, Texas Illinois Natural Gas Pipeline Company. Most natural 
gas pipe-line companies are organized, and their senior securities issued, upon 
the premise that because they handle an exhaustible natural resource they 
have a limited span of usefulness. This theory is behind the relatively rapid 
debt retirement usually scheduled with respect to pipe-line bond issues in 
response to lenders’ requirements. Hence, unless there is in progress an off- 
setting program of extension and expansion of facilities—which, as noted, has 
been true of Texas Illinois but not of Natural—the action of these sinking 
funds is bound, in time, to be reflected in an increasing strengthening of the 
equity portion of capital and a concomitant diminution of the debt portion 


2See Section 5(a) of the Natural Gas Act, also Federal Power Commission, et al. v. 
Natural Gas Pipeline Company, et al., 315 U.S. 575 at 585. 

3 As has happened, it might be noted in the case of large parts of the once flourishing 
traction industry, as well as to many railroad branch and feeder lines. 
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thereof. As a general proposition while debt diminishes, equity stockholders 
will be gradually exchanging high-risk opportunity for low-return security, 
subject, of course, to the possibility of exhaustion of gas resources, the date 
for which is constantly being postponed by the development of additional 
reserves. A more desirable balance (if one appears necessary) would be one 
where bond and equity money are present in approximately equal amounts. 

The 10.5 percent return upon equity capital proposed by Natural’s witness 
appears high and as untenable as the apparent belief held by City that com- 
pensation for the use of equity money should not be in excess of 7.73 percent. 
A straight average figure of 8.6 percent is arrived at by the witness Garver 
for 12 natural gas companies in the 1948-52 period.4 These would seem to be 
representative companies, including both old companies and rapidly expanding 
new ones in as normal a four-year period as could be found in the natural 
gas industry since the advent of rate regulation. If distribution of capital 
between long-term debt and equity on a fifty-fifty basis is assumed, and 
allowance made of 3.6 percent on the long-term debt (in accordance with 
Mr. Garver’s estimates of the cost of such money at the time of his cross 
examination in July last) and 8.6 percent upon equity money (in accordance 
with the twelve company average) the resulting overall rate of return is 6.1° 
percent. This corresponds with the amount and percentage to be raised by 
the rates here proposed by Natural, after provisions for revision of the Block 2 
and interruptible rates to conform to those prescribed for Texas-MIlinois. 

In using a fifty-fifty division between long-term debt and equity money as a 
proper structure, which balances opportunity for profit against the security of 
a more limited risk, consideration is given to the fact that in the absence of 
new construction, amortization and depreciation accumulations would eventually 
serve to eliminate the bonded indebtedness altogether. Past history of the 
natural gas industry under regulation shows something of the past variations in 
capital structure. During the active period of the war with Germany and 
Japan, when construction was limited for various reasons, including material 
shortages, long-term debt of natural gas companies was comparatively low 
and this situation changed rapidly following the close of the War, when rapid 
expansion of pipe-line facilities became the order of the day. An example of 
this may be observed in an exhibit originally in evidence in an earlier rate 
proceeding of Natural and made a part of this record by reference. Page 22a 
of this Exhibit’ shows long-term debt of certain natural gas companies for 
each year’s end from 1940 through 1951. Here, the long-term debt for the 
group varied from 33.6 percent to 36.8 percent until the end of 1945, then rose 
rather rapidly to 42.2 percent in 1946 and 48.0 percent in 1947, reaching 60.8 
percent for 1950. These figures indicate that a cycle of construction and 
operation is involved and that changing conditions create more or less auto- 
matically variations above and below the point where the two types of capital 
are present in equal amounts in the financial structure of a natural gas com- 
pany. 

The determination of a reasonable rate of return on the basis of anticipated 
cost of money at the time of the rate proceeding, and on an assumed distribu- 


4 Natural’s stock is owned entirely by Peoples and cost of equity capital to Natural is 
therefore meaningless. 

550% at 3.60 = 1.80 

50% at 8.60 = 4.30 
6.10% 

6 This is indeed the usual purpose of such accumulations. 

7 Exhibit No. 28 In the Matter of Natural Gas Pipeline Company of America, Docket 
No. G-1697, prepared and presented by Staff witness Dale Goubleman. 
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tion of equity and long-term capital in equal parts, does have the merit of not 
penalizing good management, as occurs frequently when the ratio of equity 
and long-term capital of the single company under consideration is combined 
with the actual experience of the same company in the sale of bonds and stock. 
Furthermore, it is not subject to the possible manipulation which can occur, 
and sometimes has appeared to be present, in the issuance of additional stock 
offerings to existing stockholders at prices which may or may not be below 
either book value or market value, or both. The assumed fifty-fifty distribu- 
tion is used here, however, as a test for the reasonableness of a rate otherwise 
arrived at, rather than as a means of determining such a rate. 

During the hearing sessions and in its main brief, Natural expressed its 
willingness to have any decision made by the Commission herein so conditioned 
as to require refunding by Natural to its wholesale customers of any sums 
refunded to Natural (1) by Texas Illinois as a result of Commission action 
thereafter in Docket No. G—2219, (2) by Colorado as a result of future action 
of the Commission in Docket No. G—2260, or (3) by Panoma Corporation or 
its successor, Dorchester Corporation, subsequent to January 1, 1954 and for 
gas purchased under a certain contract heretofore entered into between Natural 
and Panoma, referred to by Natural as its “regular contract” with said com- 
panies. Since the close of the hearing sessions, the Commission has acted in 
the Texas Illinois case and the result of that action is specifically incorporated 
in the findings and order hereinafter appearing. The Colorado Interstate and 
Panoma-Dorchester matters have not reached a point where similar action can 
be taken as to them, so we are hereinafter making provision for the return 
by Natural to its resale customers of any overpayments which may be deter- 
mined to exist and which may hereafter be refunded to Natural on account of 
gas purchased from either of these two sources, subsequent to January 1, 1954 
and during the applicable period of the rates of Natural for which provision 
is hereafter made in this Decision. 

The only matters remaining to be considered at this point are those related 
to the testimony which Natural proffered upon the theory that the Commis- 
sion’s Opinion No. 269, In the Matters of Panhandle Eastern Pipeline Company, 
et al., established as a general principle the use of field prices to determine the 
proper costs to be charged for Company-produced gas and the elimination of 
gasoline extraction costs and credits from the cost accounting of each natural 
gas company. As to the first of these questions, the Respondent stated that it 
did not rely upon the testimony offered for any purpose in this proceeding and 
(as has been heretofore stated) did not even discuss the ruling of the Pre- 
siding Examiner, excluding such evidence, in its brief or reply brief. 

Evidence as to the status of Natural’s production of gasoline from natural 
gas and the alleged lack of necessity for such production as a prerequisite to 
successful transportation of the remaining portions of the gas was presented 
by the witnesses Hammerschmidt and Burlingame. The Burlingame testimony 
was very general in nature. To the extent that it dealt with the manner of 
disposal of gasoline it is not material here. The question determined in the 
Panhandle case was whether it was necessary for Panhandle to remove hydro- 
carbons in order to transmit its gas. There can be no automatic application 
of the decision to Natural, but that company can only take advantage of 
Opinion No. 269 by showing that similar facts exist as to the relation of 
natural gas and gasoline operations as in the Panhandle case. The only testi- 
mony on this point is that of the witness Hammerschmidt, which Natural has 
sought, by motion filed October 28, 1954, to have stricken from the record. 
Staff Counsel opposed this motion by an answer and objections filed November 
8, 1954, on the theory that if Natural was right in its argument that the rule. 
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in Opinion No. 269 was intended to be general, then it would be immaterial 
what the particular facts of Natural’s gasoline extraction were, but that other- 
wise, the Presiding Examiner and the Commissioner were entitled to and 
should consider the essentially contradictory and unconvincing nature of the 
Hammerschmidt testimony. With the first premise, we might agree. However, 
it is not believed that the Commission’s Opinion No. 269 can be applied without 
proof of similar facts as to gasoline operations of Natural, and it is apparent 
that Natural must bear the burden of proof if its gasoline extraction business 
is to be considered as a separate and co-equal business, standing on its own 
feet. With the Hammerschmidt testimony stricken, there remains no evidence 
upon whith to base a finding that the gasoline and other hydrocarbon extrac- 
tion by Natural is such a co-equal and independent business. If the testimony 
were left in, it could only cause confusion. It is therefore hereby found and 
determined that (for the sake of a clear and understandable record) Natural’s 
motion of October 28 should be granted. 

Except for the matters hereinbefore discussed, the parties appear to be agreed. 
The supporting testimony of Natural’s witnesses on other points was not 
challenged on the record or in the briefs. The test year ending October 31, 
1953, which was used, is found to be proper and to furnish the most recent 
figures available. 

FURTHER FINDINGS AND CONCLUSIONS 


Upon the facts in evidence, together with the pleadings and the briefs and 
arguments of counsel, it is further found and concluded that: 

(1) Natural Gas Pipeline Company of America (Natural) is engaged in the 
transportation and sale of natural gas in interstate commerce for resale and 
is a “natural-gas company” within the meaning of that term as used in the 
Natural Gas Act. 

(2) Natural’s rates for sale of natural gas for resale are contained in its 
FPC Gas Tariff, First Revised Volume No. 1. 

(3) Proposed revisions of First Revised Sheets 5, 6 and 7 and Original 
Sheet 8 of said tariff, filed October 13, 1953, were permitted to become effective 
under bond, as of January 1, 1954. 

(4) To the extent that such revisions relate to natural gas in excess of the 
first block of the Daily Contract Quantity delivered to general service customers 
under Rate Schedule CD-1 and to surplus gas delivered to such customers on 
an interruptible basis under Rate Schedule I-1, the said revisions depend for 
justification upon rates of Texas Illinois Natural Gas Company (Texas Illinois), 
also effective under bond, as of January 1, 1954. 

(5) By an order, filed as part of a decision by Presiding Examiner Marsh, 
November 5, 1954, and affirmed by the Commission, December 8, 1954, Texas 
Illinois was required to modify its rates charged to Natural for natural gas 
delivered for resale under Natural’s DC-1 Schedule, but was permitted to 
continue in effect its rates charged to Natural, beginning January 1, 1954, 
for natural gas to be resold under Natural’s I-1 Schedule. 

(6) Natural’s rates in effect under bond since January 1, 1954 for natural 
gas delivered to general service customers under its Rate Schedule CD—1 and 
in excess of the first block of the Daily Contract Quantity of each customer 
are unjust and unreasonable. 

(7) Just and reasonable rates and charges for natural gas delivered by 
Natural to its general service customers under its Rate Schedule CD-—1 and 
in excess of the first block of Daily Contract Quantity of each customer are a 
demand charge of $2.06 per month per Mcf of billing demand and a com- 
modity charge of 19.57¢ per Mcf, provided, however, that such commodity 
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charge should be 19.345¢ per Mcf for the period from January 1, 1954 through 
August 31, 1954. 

(8) Natural has not discharged the burden of proof upon it to show that 
the removal of gasoline and higher hydrocarbons is unnecessary to the trans- 
mission and sale by it of natural gas in interstate commerce. 

(9) The rates of Natural effective under bond since January 1, 1954 for 
the first block of demand of general service customers purchasing natural gas 
for resale under Natural’s Rate Schedule CD-1 and for interruptible gas 
delivered to such customers under its Rate Schedule I-1 will produce a return 
of approximately 6.1 percent upon Natural’s adjusted rate base of $71,334,405, 
including gasoline plant. 

(10) The rates described in Finding (9) above are within the zone of rea- 
sonableness, under the circumstances of this proceeding, and should be made 
effective without bond, under proper safeguards to insure that any refunds 
hereinafter made to Natural by Texas Illinois, Panoma Corporation or Colorado 
Interstate Gas Company, because of deliveries made to Natural during the 
effective period of rates hereinafter approved or prescribed, shall be passed on 
to the utility customers of Natural, to the extent which tax adjustments 
permit. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
upon its own motion, as provided by its Rules of Practice and Procedure, that: 

(A) The increased rates and charges embodied in Second Revised Sheets 
Nos. 5, 6 and 7 of Natural’s FPC Gas Tariff, First Revised Volume No. 1, 
filed October 13, 1953 and put into effect under bond January 1, 1954, be and 
the same are hereby disallowed to the extent that such tariff sheets relate to 
deliveries of natural gas in excess of the first block of the Daily Contract 
Quantity of each buyer, as specified in such buyer’s currently effective service 
agreement. 

(B) Within 30 days from the issuance of this order, Natural shall file revised 
tariff sheets to its FPC Gas Tariff, Revised Volume No. 1, consistent with this 
decision and order and with the rates and charges of Texas Illinois, filed in 
accordance with the Presiding Examiner’s decision of November 5, 1954, as 
affirmed December 8, 1954, reflecting rates and charges of $2.06 per month per 
Mcf of billing demand and 19.57¢ per Mcf of commodity for natural gas in 
excess of the first block of each utility customer’s Daily Contract Quantity, 
and effective as of January 1, 1954. 

(C) Within 45 days from the issuance of this order, Natural, by refunds or 
credits to its customers, shall adjust its rates and charges for natural gas sold 
and delivered to its utility customers on and after the beginning of its delivery 
day of January 1, 1954 to reflect and pass on to such customers all refunds 
received by Natural from Texas Illinois on account of the sale and delivery 
of such natural gas, together with interest earned thereon. 

(D) The increased rates and charges embodied in First Revised Sheet No. 8 
of Natural’s FPC Gas Tariff, First Revised Volume No. 1, filed October 13, 
1958 and effective under bond January 1, 1954, be and are hereby allowed and 
approved. 

(E) The motion, filed by Natural October 28, 1954, to withdraw and strike 
the testimony of the witness Hammerschmidt, is hereby granted. 

(F) On or before 60 days from the date of issuance of this order, Natural 
shall: 

(1) Submit to the Commission five copies of a report in writing and under 
oath, certifying that it has fully complied with Paragraph (C) of this order, and 
setting forth in detail the methods of calculation and the amounts and dates 
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of all refunds made and granted to its customers in accordence with this order. 

(2) Obtain and submit the report described in subparagraph (1) above a 
receipt of satisfaction and release from each of its said customers evidencing the 
discharge of Natural’s liability to make refunds or credits as provided in Para- 
graph (C) above. 

(G) Whenever, during the effective period of the rates and charges herein 
ordered or approved, Natural shall receive any refunds (a) from Texas Illinois 
on account of that company’s controversy with the La Gloria Area Operators, 
(b) from Panoma Corporation, or (c) from Colorado Interstate Gas Company, 
on account of natural gas delivered by any of said three companies during 
the said effective period of such rates and charges, then and in that event 
Natural shall refund to its utility customers such amounts and shall file with 
the Commission any further changes in its gas tariff, which may become neces- 
sary and appropriate, by reason of any reduction of rates and charges by any 
of said three companies, giving, however, due consideration to any Federal or 
State income taxes which may be attributable thereto. 

(H) In the event of the reduction of Federal income taxes for any part of 
the effective period of the rates herein prescribed or approved, Natural shall 
file such revised schedules of rates and charges as shall be necessary to give 
effect to such reductions, on or before the effective date thereof. 


GLEN R. Law, 
Presiding Examiner. 


Order modifying and affirming as modified 
initial decision of presiding examiner 


April 1, 1955 


On January 26, 1955, the Presiding Examiner certified and filed with the 
Secretary of the Commission the record herein, including his initial decision 
which was served upon all parties to this proceeding. 

Upon consideration of certain changes in rates proposed by Natural Gas 
Pipeline Company of America (Natural) and contained in Second Revised 
Sheets Nos. 5, 6, and 7, and First Revised Sheet No. 8 to its FPC Gas Tariff, 
First Revised Volume No. 1, and subject to review by the Commission, the 
Examiner found that: 

(1) The rates and charges proposed for the Second Block of Rate Schedule 
CD-1 (General Service) were unjust and unreasonable. 

(2) Just and reasonable rates and charges for the Second Block consisted 
of a demand charge of $2.06 per month per Mef of billing demand and a com- 
modity charge of 19.57¢ per Mcf, but provided for a commodity charge of 
19.845¢ per Mcf for the period from January 1, 1954, through August 31, 1954. 

(3) The rates and charges proposed for the First Block of Rate Schedule 
CD-1 (General Service)—consisting of a demand charge of $1.24 per month 
per Mcf and a commodity charge of 12.05¢ per Mcf—and Rate Schedule I-1 
(Interruptible Service)—20.17¢ per Mcf—were within the zone of reasonable- 
ness. 

(4) A rate of return approximately 6.1% cannot be found to be unreasonable. 

Additionally, the Examiner granted, over objection, the motion filed by 
Natural to withdraw and strike the testimony of a witness relating to gasoline 
and other hydrocarbon extraction. 

Exceptions to the decision were filed on March 1, 1955, by Counsel for the 
City of Chicago, Illinois, and by counsel for the Staff of the Commission. 

The evidence received, the briefs, and the several exceptions to the initial 
decision have been carefully considered. Upon review of the entire record, the 
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Commission finds that certain modifications to the initial decision are neces- 
sary and required, and, as so modified, the initial decision of the Examiner 
should be adopted as its final decision, as hereinafter ordered. 

By its application Natural proposed to increase its rates and charges by 
$7,193,934 annually, including an increase of $5,905,648 in the First Block. 
The increase became effective on January 1, 1954, subject to refund. The 
justness and reasonableness of the Second Block and of Rate Schedule I-1 
have been disposed of by our final order issued December 16, 1954, affirming 
the initial decision of Presiding Examiner upon the rate increase application 
of Texas Illinois Natural Gas Pipeline Company (Texas Illinois) in Docket 
No. G-2219. Changes proposed in the Second Block and interruptible rates 
were for the purpose of recouping to Natural the added cost resulting from 
the increased rates proposed in Docket No. G-—2219. In principle, Natural 
resells the gas purchased from Texas Illinois at exactly the rate it pays 
Texas Illinois. The increase in the First Block was superseded on March 2, 
1955, by a further increase in Docket No. G-3123. Thus we are concerned 
here with the justness and reasonableness of the rates proposed for the First 
Block for the period January 1, 1954, through March 1, 1955. 

Staff Counsel excepted to the granting of the motion made by Natural to 
withdraw testimony relating to gasoline and other hydrocarbon extraction and 
purporting to demonstrate that their removal is unnecessary for the purposes 
of pipe-line transmission. Such testimony was adduced by Natural following 
rejection by City of Chicago of an offer of settlement. 

Section 4 of the Natural Gas Act imposes upon a natural-gas company seek- 
ing a change in rates the burden of proof to demonstrate that the increase 
sought is justified. It would appear, therefore, that Natural has a freedom 
of choice, within limits, to determine for itself the basis upon which it is 
willing to submit its case for decision. In view of all the facts and circum- 
stances, we perceive no substantial reason for overruling the Examiner in this 
respect. An issue raised in a proceeding by a claim of the Applicant and not 
supported by substantial evidence necessarily fails. 

City of Chicago and Staff Counsel challenge the validity of the finding that 
a rate of return of 6.1% cannot be found to be unreasonable. City of Chicago 
urges the Commission to adopt a rate of return approximating 5.33% based 
on cost of capital as testified to by its witness, and Staff Counsel requests that 
we allow a rate of return not in excess of 6% as fair and reasonable. 

Both counsel for City of. Chicago and counsel for the Staff question the 
use in the decision of the estimated current cost of debt money to Natural to 
substantiate the 6.1% rate of return approved. The utilization of 3.6% as the 
estimated current cost of debt money ignores the actual cost of Natural’s out- 
standing debt of 2.68%, as shown by the evidence of record (Ex. 4, Statement 
F-1). Moreover, reliance was placed upon an estimated current cost of money 
of 3.6% in face of a record showing that other comparable natural-gas com- 
panies recently had issued debt securities at costs no higher than 344%. Even 
if Natural were to double its outstanding debt by an additional $35,000,000 at 
a cost of 3.6%—which is claimed to be the estimated current cost of debt 
money to Natural—the resultant cost of the then outstanding debt would still 
be only 3.14%, considering the actual cost of Natural’s outstanding debt of 
2.68%. 

Many times in the past we have been urged by other natural-gas companies 
to disregard the cost of their outstanding debt and to consider solely the 
current cost of debt money in our determination of a fair rate of return. This 
we have refused to do and we find no reason to depart here from our con- 
sidered practice and from our consistent determinations respecting debt money 
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which we made in Docket Nos. G-1697 and G—2083, previous rate proceedings 
involving Natural.! 

In view of the foregoing, there is no reason or basis, under the facts in this 
case, which would justify a consideration or use of a cost of debt money in 
excess of the actual 2.68% on the actual outstanding debt of Natural. Nor 
does the record justify an assumed capital structure instead of the actual 
capital structure of 47.5% debt and 52.5% equity as of December 31, 1953.3 

All of the outstanding common stock of Natural is held by The Peoples Gas 
Light and Coke Company (Peoples), the distributor of natural gas in Chicago. 
There are, therefore, no market quotations available for Natural. To deter- 
mine the proper rate to be assigned to common equity, it is necessary to make 
a study of investors’ requirements in common stocks of natural-gas companies 
engaged in the transportation and sale of natural gas, as well as of Peoples, 
and of Texas Illinois, also an affiliate of Peoples. 

In this regard we are not unmindful of the sheltered position of Natural. 
It sells to Peoples and to two other companies which distribute natural gas 
in the thickly populated and highly diversified and industrialized Chicago 
metropolitan area, which makes for a stable market. Sales to these companies 
comprise over 85% of Natural’s revenues. These facts materially reduce basic 
business risks. Canadian River Gas Company, 3 FPC 32, 59. 

The Examiner found 8.6% to be the proper measure of the cost of equity 
based upon a study by Natural’s witness of 12 natural-gas companies during 
the period 1948-52. He concluded that the return upon equity capital proposed 
by Natural of 10.5% appeared as high and untenable as the claim of the City 
of Chicago that the compensation for use of equity should not be in excess of 
7.73%. The evidence of record demonstrates that, upon the basis of Natural’s 
most recent capital ratios of record, a 6% rate of return, after consideration 
of all taxes, would provide for the capital costs of Natural and for a return 
to Peoples of 9% on the common equity.® 

Additionally, both counsel for City of Chicago and counsel for the Staff 
question the basis and method underlying the rate-of-return determination in 
the Examiner’s decision. In previous proceedings we allowed a rate of return 
of 6% for Natural. The decision approves a rate of return of approximately 
6.1%, determined upon the conclusion that, since 6.1% exceeds 6% by only 
one-tenth of one percent, the difference does not constitute a material depar- 
ture from the rate of return previously allowed. 

Preliminarily, it may be observed that a difference so slight does not, in and 
of itself, represent the difference between a fair and an unfair rate of return. 
Experience has shown that actual earnings of natural-gas companies seldom 
coincide with projected earnings because of the influence of unpredictable 
factors. Here, however, it has been shown that the decision disregards sub- 
stantial portions of the record and departs from objective standards estab- 
lished by our decisions. Many times before we have said that there is no 
exact or fixed formula for determining a reasonable rate of return. That 
return must be fixed, in the final analysis, upon the Commission’s best judg- 


2 Opinion No. 258, United Fuel Gas Co., 12 F. P. C. 251, 266; Opinion No. 269, Pan- 
handle Hastern Pipe Line Co. (Mimeo. ed. pp. 70, 77) ; Opinion No. 275, Michigan-Wiscon- 
ain Pipe Line Co. (Mimeo. ed. p. 23) ; Opinion No. 278, Hl Paso Natural Gas Co. (Mimeo. 





ed. pp. 31, 34). 
2 Latest data of record. 
Percent Percent 
S Debt aicccnscrs 47.5 at 2.68 ....... 1.27 
Common Equity —-.... 52.5 at 9.00 -.----- 4.73 
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ment of what is fair, considering the evidence of record and guided by the 
basic facts required by law to be considered. These basic facts are set forth 
in the opinions of the United States Supreme Court in Bluefield Waterworks ¢ 
Improvement Company v. Public Service Commission of West Virginia, 262 U.S. 
679, and in Federal Power Commission v. Hope Natural Gas Company, 320 
U.S. 591. The requirements stated are that consideration be given to the 
returns earned by like investments which are attended by corresponding risks 
and uncertainties. Determination of what is a fair and reasonable rate of 
return requires more than a mere comparison of what has been allowed before 
and what the result of proposed rates means in terms of rate of return. 

Upon a full consideration of the record, we find that a return of 6% is 
“commensurate with returns on investments in other enterprises having 
corresponding risks”. Federal Power Commission v. Hope Natural Gas 
Company, supra, at page 603. We find further that such return is sufficient to 
assure confidence in the financial soundness of Natural, to maintain its 
credit, and enable it to attract the capital necessary for the proper discharge 
of its public duties as a natural-gas company. 

Staff Counsel also excepted to the lack of a finding in the decision that the 
increased rates and charges proposed for the First Block are unjust and 
unreasonable to the extent of having a demand charge in excess of $1.22 per 
month per Mcf and a commodity charge in excess of 12¢ per Mef. 

We note that there is no dispute as to the rate base, including accrued 
depreciation and working capital, upon which the rates of Natural should be 
fixed now that Natural has been allowed to withdraw its testimony as to 
gasoline and other hydrocarbon extraction. Nor is there now any dispute as 
to annual operating expenses to be included in the cost of service. The parties 
agreed that the calendar year 1953, adjusted, is the proper period by which 
to test Natural’s rates in this proceeding. 

The evidence shows that Natural’s average rate base for the test period is 
$71,334,405. The evidence further shows Natural’s cost of service for the 
test period, allowing a 6% rate of return of $4,280,064 upon the foregoing rate 
base, to be $40,349,195. 

In addition, the evidence shows that the rates and charges proposed by 
Natural will produce First Block revenues of $30,380,442. A review of the 
evidence demonstrates that rates and charges for the First Block consisting of 
a demand charge of $1.22 per month per Mcf and a commodity charge of 12¢ 
per Mcf—which rates and charges are determined by applying to the cost of 
service recognized principles of allocation announced by the Commission in 
its decisions and approved by the courts—will produce annual revenues of 
$30,112,014. Such rates, together with other rates and charges of Natural, 
will produce annual revenues of $40,334,225 as compared to a total cost of 
service of $40,349,195. 

Insofar as the rates and charges proposed for the First Block consisting 
of a demand charge of $1.22 per month per Mcf and a commodity charge of 
12¢ per Mcf recover the cost of service, including a reasonable and fair 
rate of return of 6%, they are just and reasonable, and we so find. To the 
extent that the rates and charges proposed by Natural for the First Block 
are in excess of the rates and charges herein found to be just and reasonable, 
such proposed rates and charges are unjust, unreasonable and unlawful, and 
we so find. 

In addition to the exceptions hereinabove discussed, Staff Counsel excepted 
to the fact that (1) Paragraph (B) of the order accompanying the initial 
decision did not conform to Finding (7) thereof, (2) that the Examiner’s 
decision did not provide for the payment of interest at a rate of 6% per 
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annum upon impounded funds, (83) Paragraph (G) provided that no refunds 
for the period that rates herein prescribed are effective would be made under 
the contingencies referred to in such paragraph unless Natural received such 
refunds during the effective period of such rates and charges, and (4) that 
Paragraph (G) did not condition the making of such contingent refunds upon 
a basis to be prescribed by the Commission. These exceptions are well taken 
and the order herein will reflect the changes required. 

The initial decision and accompanying order should be modified to conform 
to our findings and conclusions expressed above. 

We have carefully considered all the exceptions to the initial decision and 
to the extent that such exceptions are inconsistent with statements, findings, 
or conclusions contained herein such exceptions are to be considered as denied, 
as hereinafter ordered. 

Upon consideration of the entire record in these proceedings, including the 
briefs, the initial decision of the Presiding Examiner, and the exceptions filed, 
the Commission orders: 

(A) The initial decision of the Presiding Examiner filed January 26, 1955, 
in this proceeding, as hereinafter modified, shall become effective as the deci- 
sion of the Commission as of the date of issuance of this order. 

(B) The initial decision be and it is modified in its narrative parts to 
reflect our findings and conclusions expressed herein. 

(C) The following enumerated findings and conclusions in the decision of 
the Examiner be and they are hereby modified to read as follows: 


(3) Proposed revisions of First Revised Sheets Nos. 5, 6, and 7 and 
Original Sheet No. 8 of said tariff, filed October 13, 1953, were permitted 
to become effective under a corporate undertaking as of January 1, 1954. 

(4) To the extent that such revisions relate to natural gas in excess of 
the First Block of the Daily Contract Quantity delivered to general service 
customers under Rate Schedule CD-—1 and to surplus gas delivered to 
such customers on an interruptible basis under Rate Schedule I-1 the said 
revisions depend for justification upon rates of Texas Illinois Natural Gas 
Pipeline Company (Texas Illinois), effective under bond as of January 1, 
1954. 

(6) The rates and charges proposed by Natural and in effect under a 
corporate undertaking since January 1, 1954, for gas delivered under the 
First and Second Blocks of Rate Schedule CD-1 are not just, reasonable, 
or lawful under the terms and provisions of the Natural Gas Act and 
should be disallowed and denied. 

(7) Just and reasonable rates and charges for the sale of natural gas 
by Natural to its general service customers under its Rate Schedule CD-1 
for the First Block of Daily Contract Quantity of each customer are a 
demand charge of $1.22 per month per Mef of billing demand and a com- 
modity charge of 12¢ per Mcf effective as of January 1, 1954; and for the 
Seeond Block of Daily Contract Quantity of each customer are $2.06 per 
month per Mef of billing demand and a commodity charge of 19.57¢ per 
Mef, provided, however that such commodity charge should be 19.345¢ per 
Mcf for the period from January 1, 1954, through August 31, 1954; and 
for the sale of natural gas to its interruptible customers under Rate 
Schedule I-1 should be a commodity charge of 20.17¢ per Mcf, effective as 
of January 1, 1954. 

(10) The rates described in Finding (7) should be made effective under 
proper safeguards to insure that any refunds hereinafter made to Natural 
‘by Texas Illinois, Panoma Corporation, or Colorado Interstate Gas Com- 
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pany, because of deliveries made to Natural, shall be passed on to those 
entitled. 


(D) Finding (9) at page 220 of the Decision be and it is hereby deleted and 
Finding (10) is to be designated as Finding (9). 

(E) The following enumerated paragraphs of the order accompanying the 
decision of the Examiner be and they are hereby modified to read as follows: 


(A) The increased rates and charges embodied in Second Revised Sheets 
Nos. 5, 6, and 7 of Natural’s FPC Gas Tariff, First Revised Volume No. 1, 
filed October 13, 1953, and allowed to become effective as of January 1, 
1954, under a corporate undertaking and subject to refund be and the 
same are hereby disallowed to the extent that such rates and charges are 
in excess of the rates and charges for the First and Second Blocks of Rate 
Schedule CD-—1 hereinabove found to be just and reasonable. 

(B) Within 30 days from the issuance of this order, Natural shall file 
revised tariff sheets to its FPC Gas Tariff, First Revised Volume No. 1, 
reflecting rates and charges of $1.22 per month per Mef of billing demand 
and 12¢ per Mcf of commodity for the First Block of Rate Schedule CD-1 
and reflecting, in accordance with the Presiding Examiner’s Decision in 
Docket No. G—2219 of November 5, 1954, as affirmed by order issued 
December 16, 1954, rates and charges of $2.06 per month per Mef of billing 
demand and 19.345¢ per Mcf of commodity for amounts of gas sold in 
excess of the First Block of Rate Schedule CD-1, effective for the period 
from January 1, 1954, through August 31, 1954, and $2.06 per month per 
Mcf of billing demand and 19.57¢ per Mcf of commodity for amounts of 
gas sold in excess of the First Block of Rate Schedule CD-1, effective 
September 1, 1954, and reflecting a rate and charge of 20.17¢ per Mcf for 
gas sold under Rate Schedule I-1, effective January 1, 1954. 

(C) Within 45 days from the issuance of this order Natural shall, by 
refunds or credits, distribute to those entitled the difference between (a) 
the amounts actually billed by Natural under the proposed increase in 
rates and charges contained in Rate Schedule CD-1, and (b) the amounts 
which would have been billed under the rates and charges hereinabove 
found to be just and reasonable together with interest at the rate of 6% 
per annum from date of receipt thereof until date of refund. Natural shall 
bear all costs incident to the making of such refund. 

(G) In the event Natural shall receive any refunds (a) from Texas 
Illinois on account of that company’s controversy with the La Gloria Area 
Operators, (b) from Panoma corporation, or (c) from Colorado Interstate 
Gas Company, or any of them, on account of natural gas delivered by any 
of the said three companies, Natural forthwith upon receipt of any such 
refund shall submit to the Commission for its approval five copies of a 
plan in writing, setting forth a detailed statement of the amount of each 
proposed refund; to whom the refund is proposed to be made and method 
of computation thereof; and a showing in the event the proposed recipient 
is a utility customer, that such utility customer is entitled to receive and 
retain the proposed refund and Natural shall file with the Commission any 
further changes in its FPC Gas Tariff, First Revised Volume No. 1, or any 
superseding volume, which may become necessary and appropriate, by 
any reduction of rates and charges of said three companies. 


(F) Paragraph (D) at page 220 of the Decision be and it is hereby deleted 
and Paragraphs (E), (F), (G), and (H) are to be redesignated as Para- 
graphs (D), (E), (F), and (G), respectively. 



































THE MONTANA POWER COMPANY 227 


(G) The following new paragraph (H) be and it is hereby added to the 
order accompanying the decision of the Examiner: 


(H) This order is without prejudice to any findings or orders which 
have been or may hereafter be made by the Commission in any proceeding 
new pending, or hereafter instituted, by or against Natural. 


(H) To the extent that the exceptions filed are inconsistent with the order 
of the Commission herein, such exceptions be and the same are hereby denied. 


IN THE MATTER OF 
THE MONTANA POWER COMPANY 


Upon Applications under Section 3 of the Natural Gas Act 
Docket Nos. G-—2805 and G-—2806 
March 21, 1955* 
Syllabus 


1. Commission finds that the many benefits which will result for all the people 
in applicant’s Montana service area will far outweigh any adverse effect 
which may be suffered by the coal industry. P. 238. 

Nothing in section 3 of the Natural Gas Act requires the securing of neces- 
sary export authorization from the appropriate Canadian authorities as a 
condition precedent to the Commission’s issuance of an order authorizing 
the import of the Canadian gas. P. 238. 

8. Commission authorizes Montana Power under section 3 of the Natural Gas 

Act to import natural gas from Canada. P. 241. 


nN 


Sam B. Chase, Jr., William H. Coldiron and John C. Hauck for Montana 
Power Co. 


Joseph B. Hobbs for the staff of the Federal Power Commission. 


Ivins, Presiding Examiner: These are proceedings instituted by Montana 
Power Company (Applicant) for the importation of natural gas from Canada 
into the United States. 

By the terms of an import permit issued by the Commission on February 5, 
1952, in Docket No. G—1712, and the Presidential Permit dated February 2, 
1952, in Docket No. G-1717, under which Applicant is presently importing gas 
from Canada, the amounts of gas are limited to 40 million cubic feet a day, 
and 10 billion cubie feet a year. The use of such gas is restricted to serving 
the requirements of Anaconda Copper Mining Company’s operations in Mon- 
tana. These authorizations expire April 7, 1956, unless superseded by authori- 
zations sought in these proceedings. Applicant proposes to use the gas involved 
here to supplement and augment its present and future over-all system require- 
ments in the State of Montana. 

On September 17, 1954, Applicant filed its application in Docket No. G—2805 
for an order of the Commission pursuant to Section 3 of the Natural Gas Act 
(Act) authorizing it to import natural gas from the Province of Alberta, 
Canada, into the State of Montana, for a period of 20 years, in an amount of 
not more than one hundred million (100,000,000) cubic feet in any one day 








* Initial decision became the final decision and order of the Commission by order of 
the Commission issued May 19, 1955, infra, p. 242. 
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nor more than twenty billion (20,000,000,000) cubic feet in any consecutive 
twelve-month period.1 Applicant also filed on September 17, 1954, an applica- 
tion in Docket No. G-2806 for a Permit pursuant to Executive Order No. 10485, 
to operate and maintain facilities already constructed under the earlier pro- 
ceedings mentioned above in the State of Montana at the boundary between 
Canada and the United States for the proposed importation of natural gas 
from the Province of Alberta into the State of Montana. 

The proceedings in Docket Nos. G—-2805 and G—2806 were consolidated for the 
purpose of hearing by the Commission’s order issued November 12, 1954. 
Pursuant thereto, the hearing was commenced on November 29, 1954, and after 
a recess was concluded on January 13, 1955. 

On January 13, 1955, Applicant moved orally on the record for omission of 
the intermediate decision procedure, and such motion was denied by order of 
the Commission issued January 26, 1955. 

Interveners, Missoula County, Montana; The City of Missoula, Montana; 
The City of Hamilton, Montana; The Missoula Chamber of Commerce; and 
The Hamilton Chamber of Commerce (consumer Interveners); and National 
Coal Association; United Mine Workers of America; Fuels Research Council, 
Ine.; Western States Fuel Policy Council; and Independent Petroleum Associa- 
tion of America (competing fuel Interveners), participated in these proceedings 
pursuant to the Commission’s order issued November 9, 1954. The consumer 
Interveners urge that the applications be granted, while the competing fuel 
Interveners oppose the applications. Briefs were filed by Applicant, Staff 
Counsel and the coal and oil and union Interveners. 

On December 10, 1954, that part of the competing fuel Interveners consisting 
of coal and labor interests filed a motion to dismiss the applications. This 
motion will be disposed of in this decision. 

Excellent briefs have been filed by all the parties, and the Examiner has 
freely referred to the language and statistics therein contained in the prepara- 
tion of this Decision. 

THE ISSUES 


The narrow issue presented by the record is whether the proposed importa- 
tion of natural gas from Canada will be consistent with the public interest, 
and, accordingly, meet the requirements of Section 3 of the Act. 

If the Applicant secures the additional volumes of natural gas involved in 
these proceedings it expects to construct 75.4 miles of 12-inch main pipe line 
and 47 miles of 8-inch main pipe line so as to extend natural gas service to the 
communities of Missoula, Hamilton, Stevensville, Bonner and Drummond, 
Montana. 

Section 7(c) of the Act, insofar as is here pertinent, provides: 


No natural-gas company or person which will be a natural-gas company 
upon completion of any proposed construction or extension shall engage in 
the transportation or sale of natural gas, subject to the jurisdiction of 
the Commission, or undertake the construction or extension of any facili- 
ties therefor, unless there is in force with respect to such natural-gas 


1 The maximum daily and annual volumes of gas specified in the application are in 
accord with an export permit issued by the Petroleum and Natural Gas Conservation 
Board of Alberta, effective for a 20-year period from May 14, 1954. Both volumes are 
referred to as a 14.4 psia pressure base and a 60-degree F. temperature base. Converted 
to 14.73 psia, the maximum daily volume would be 97,759,000 cubic feet (97,759 Mcf), and 
the maximum annual volume would be 19,651,800,000 cubic feet (19,551,800 Mcf). Unless 
otherwise indicated the volumes hereinafter referred to will be as a 14.73 psia pressure base. 
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company & certificate of public convenience and necessity issued by the 
Commission authorizing such acts or operations * * *. (emphasis supplied) 

Applicant’s natural-gas pipe-line system is located wholly within the State 
of Montana, and Applicant is subject to the regulation of the Montana Public 
Service Commission, except as to its proposed importation of natural gas from 
Canada. Applicant proposes to import natural gas, in the maximum daily 
and annual volumes hereinbefore specified, at a point on the Alberta-Montana 
border near Whitlash, Montana, for use entirely within the State of Montana. 
Such operations in foreign commerce are not operations in interstate commerce 
and would not constitute Applicant a “natural-gas company”’ as defined in 
Section 2(6), or make such operation subject to Section 7(c) of the Act. 
Border Pipe Line Co. v. Federal Power Commission, 171 F. 2d. 149, 152. 

Applicant, a New Jersey corporation, is a “person” within the meaning of 
the Natural Gas Act and the proposed importation of natural gas from Canada 
is subject to the provisions of Section 3 of this Act. 

The pertinent portion of Section 3 of the Act provides in substance that the 
Commission shall issue an order, with appropriate conditions, authorizing the 
proposed importation unless it finds, on the record, that the proposed importa- 
tion, in whole or in part, “will not be consistent with the public interest.” See 
Cia Mexicana de Gas, S. A. v. Federal Power Commission, 167 F. 2d. 804, 806, 
wherein the Court said: 


Under Section 3, the permit must be granted unless the Commission finds 
that it is not consistent with the public interest. 


The meaning of the phrase “consistent with the public interest” was con- 
sidered by the Circuit Court of Appeals for the Ninth Circuit in connection 
with the use of that phrase in Section 203(a) of the Federal Power Act, and 
the Court held that the phrase means merely “compatible with the public 
interest.” Pacific Power and Light Company v. Federal Power Commission, 111 
F, 2d. 1014, 1016. 

Since facilities at the border are essential for the importation, a substantially 
different standard may not be applied to an application for a permit under 
Executive Order No. 10485. Therefore, the only determination required on the 


2 Subsection 6 of Section 3 of the Act defines a “natural-gas company” as follows: 

“Natural-gas company” means a person engaged in the transportation of natural 
gas in interstate commerce, or the sale in interstate commerce of such gas for resale. 

3 Executive Order 10485, insofar as is here pertinent, provides that: 

Whereas section 3 of the Natural Gas Act, 52 Stat. 822 (15 USC, 717b), requires 
any person desiring to export any natural gas from the United States to a foreign 
country or to import any natural gas from a foreign country to the United States to 
obtain an order from the Federal Power Commission authorizing it to do so; and 

Whereas the proper conduct of the foreign relations of the United States requires 
that executive permission be obtained for the construction and maintenance at the 
borders of the United States of facilities for the exportation or importation of electric 
energy and natural gas; and 

Whereas it is desirable to provide a systematic method in connection with the issu- 
ance and signing of permits for such purposes; 

Now, therefore, by virtue of the authority vested in me as President of the United 
States and Commander in Chief of the armed forces of the United States, it is hereby 
ordered as follows: 

Section 1. (a) The Federal Power Commission is hereby designated and empowered 
to perform the following-described functions : 

+ . . J . 

(2) To receive all applications for permits for the construction, operation, mainte- 
nance, or connection, at the borders of the United States, of facilities for the ex- 
portation or importation of natural gas to or from a foreign country. 

(3) Upon finding the issuance of the permit to be consistent with the publie in- 
terest, and, after obtaining the favorable recommendations of the Secretary of State 
and the Secretary of Defense thereon, to issue to the applicant, as appropriate, a per- 












230 FEDERAL POWER COMMISSION 


part of the Examiner or the Commission in disposing of the application for 
authority to import natural gas under Section 3 of the Act, or to initiate the 
action contemplated under Executive Order No. 10485, in the issuance of a 
Presidential Permit to maintain and operate the facilities at the International 
border for the importation of the natural gas, is to find from the record that 
such importation will be consistent with the public interest. 


THE EVIDENCE 


On February 2, 1952, a Presidential Permit was issued in Docket No. G-1717 
authorizing Applicant to construct, operate and maintain facilities necessary 
for the aforementioned importation authorized on February 5, 1952, in Docket 
No. G-1712. 

The Applicant constructed approximately 52.3 miles of 16-inch pfpe line 
running from the Canadian border to Applicant’s then existing system near 
Cut Bank, Montana. It is conceded that these facilities are adequate for the 
importation of the volume of gas requested in these proceedings. It would be 
necessary, however, to remove the restrictions hereinbefore described. 

Since 1981 Applicant has been engaged in the production, transmission and 
distribution of natural gas in the State of Montana. It has installed approxi- 
mately 693 miles of gas transmission lines, has acquired 259 miles of gas 
transmission lines from Montana-Dakota Utilities Co., and intends to construct 
approximately 138 miles of transmission pipe line. 

Prior to the acquisition of the Montana-Dakota properties, Applicant served 
over 37,000 customers, of whom some 33,000 are residential users. With the 
acquisition of the Montana-Dakota properties, Applicant served over 37,000 
customers, of whom some 33,000 are residential users. With the acquisition 
of the Montana-Dakota properties Applicant secured some 6,000 direct customers 
and two utility customers, viz., Great Falls Gas Company and Montana Gas 
Corporation. These two utilities serve approximately 13,000 consumers in the 
State of Montana. 

It should be noted that the Commission, in its order issued on October 19, 
1954, in Docket No. G-2382, authorized Montana-Dakota to sell and deliver to 
Applicant an average of 10,000 Mcf per day for any one year, but no more 
than 15,000 Mcf on any one day. 

The Applicant now proposes in the instant proceedings to import from 
Canada up to 97,759 Mcf in any one day, and up to 19,551,800 Mcf in any 
consecutive twelve-month period, ending May 14, 1974. A permit was issued 
on May 14, 1954, by the Petroleum and Natural Gas Conservation Board of 
Alberta, wherein the same maximum daily and annual volumes were author- 
ized. This is a twenty-year permit which does not limit the use by Applicant 
of the gas to be exported from Alberta. An application for an export permit 
is pending before the Minister of Trade and Commerce of the Dominion of 
Canada. 


mit for such construction, operation, maintenance, or connection. The Commission 
shall have the power to attach to the issuance of the permit and to the exercise of 
the rights granted thereunder such conditions as the public interest may in its judg- 
ment require. 

(b) In any case wherein the Federal Power Commission, the Secretary of State, 
and the Secretary of Defense cannot agree as to whether or not a permit should be 
issued, the Commission shall submit to the President for approval or disapproval the 
application for a permit with the respective views of the Commission, the Secretary 
of State and the Secretary of Defense. 7 

Sec. 2. The Chairman or Acting Chairman of the Federal Power Commission is 
hereby designated and empowered to sign any permits issued by the Federal Power 
Commission pursuant to Section 1 (a) (3) hereof. 
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The Applicant will not be required to construct any new facilities at the 
International Boundary in the United States to effectuate the receipt of this 
gas. The Canadian-Montana Gas Company, Limited, a subsidiary of Applicant, 
will produce and gather the gas in the Pakowki Lake Area of Alberta, and 
deliver it to another subsidiary of the Applicant, the Canadian-Montana Pipe 
Line Company. The Applicant will accept delivery of the gas from Canadian- 
Montana Pipe Line Company through existing facilities at a point near Whit- 
lash, Montana, on the International Boundary. 

Applicant will use this gas to supplement and augment its declining reserves 
in the United States. Applicant is in need of additional gas to enable it to 
supply normal growth in its existing system. In addition, if permitted to 
import the additional volumes of natural gas here proposed, Applicant expects 
to extend its service to the communities of Drummond, Bonner, Missoula, 
Stevensville, and Hamilton, Montana, as indicated above, and will also extend 
its service to the towns of Joplin, Inverness, Rudyard, Hingham, Gildford, 
and Kremlin, Montana, all of which latter towns are communities along the 
transmission line Applicant secured from Montana-Dakota. 

Applicant’s annual deliveries for 1951, 1952, and 1953 were 27,709,543 Mef, 
27,565,768 Mcf and 28,125,156 Mcf, respectively. The estimated annual deliv- 
eries for the years 1954 through 1957 are shown to be 29,909,840 Mcf, 30,942,334 
Mef, 32,525,561 Mcf, and 33,678,120 Mcf. The peak-day deliveries for the years 
1951-1952, 1952-1953, and 1953-1954 were 131,696 Mcf, 121,711 Mef, and 
160,344 Mcf. The estimated peak-day deliveries for the years 1954-1955 
through the years 1957-1958 were shown to be 174,059 Mef, 190,996 Mcf, 197,- 
655 Mef. and 204.199 Mcf. 

The estimated annual requirements for the communities to be served as @ 
result of the proposed Drummond-Hamilton extension for the years 1955 
through 1957 were shown to be 630,500 Mcf, 1,676,000 Mcf, and 1,971,200 Mef, 
respectively. These volumes to be sold as a result of the Drummond-Hamilton 
extension represent approximately 2.0%, 5.2%, and 5.9%, respectively, of the 
total estimated system sales for the years 1955 through 1957, and 4.9%, 12.2%, 
and 13.1% of the estimated import volumes from Canada for those years. 


THE GAS SUPPLY 


By the end of World War II, the Applicant’s natural gas reserves in the 
State of Montana were becoming depleted. It became necessary for Applicant 
to locate additional reserves so as to serve its existing customers and to meet 
its utility obligation to the growing population of Montana. With this end 
in view, Applicant began a search and exploration program in Montana, North- 
ern Wyoming and other areas considered to be within economically feasible 
distance of Applicant’s system. Applicant did not find any available gas within 
this entire area, but did locate a supply in the southeastern part of the 
Proyince of Alberta, Canada, some eighteen (18) miles north of the United 
States-Canadian. border. This area offered a substantial supply of natural gas 
which was available and situated within economically feasible distance of 
Applicant’s existing system. The proven reserves were located in four fields— 
Pendant d’Oreille, Manyberries, Black Butte, and Smith Coulee—all in what is 
known as the Pakowki Lake Area. Applicant purchased these reserves, and 
has subsequently developed an additional field, the Comrey field. All these 
reserves are now owned by Applicant’s wholly owned subsidiary, Canadian- 
Montana Gas Company, Limited. 

At the time of the purchase of these gas reserves in the Pakowki Lake area, 
the Province of Alberta was holding hearings to determine the extent of the 
natural gas reserves in the Province in relation to its present and future needs. 
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These hearings were extended through, and in the year 1951, no determination. 
as.to the needs of the Province of Alberta had been made. In the year 1951, 
the United States and Canada were engaged in the Korean conflict, and the 
national defense needs of the United States and Canada were greatly increased. 

The largest natural gas customer of Applicant was, and still is, the Anaconda 
Copper Mining Company. This company produces in Montana twenty-three 
per cent (23%) of all zinc produced in the United States, eight per cent (8%) 
of all copper produced in the United States, and eighty-five per cent (85%) 
of all manganese produced in the United States. The continued and uninter- 
rupted operation of Anaconda Copper Mining Company was, and is, essential 
to the national defense of the United States and also to the economic well. 
being of the State of Montana. In this connection, the record discloses that 
the Anaconda Copper Mining Company employs some 14,000 people, and has 
an annual payroll in Montana of approximately $67,000,000.00. In a state 
with a small population, such as Montana, an industrial operation of this 
magnitude is enormously important to the economy of the state. Fuel costs 
are an important item in the Anaconda Copper Mining Company’s operations, 
and the use of natural gas is important to the company in many of its metalur- 
gical processes. The record discloses that serious curtailment or termination 
of natural gas service to Anaconda Copper Mining Company would have an 
adverse effect on that Company’s operations. 

Applicant was faced in 1951 with the necessity of either curtailment or termi- 
nation of natural gas service to Anaconda Copper Mining Company, despite 
the fact that continued and efficient operation of the Company in Montana 
was essential to the National Defense, and the economy of the State. The gas 
reserves available to Applicant were depleted to a point where it could not 
continue to serve Anaconda Copper Mining Company and also serve its domestic 
and other customers. Confronted with this situation, a request was made by 
the Department of Defense of the United States to the Department of Defense 
of the Dominion of Canada to request a Special Act of the Alberta Legislature 
granting special permission to export gas from Canada for the use of Anaconda 
Copper Mining Company, even though the Alberta Government had not com- 
pleted its studies as to the present and future needs of the Province, and even 
though no gas had at that time been declared surplus to the needs of the 
Province. 

The Alberta Legislature complied with this request, and passed a Special Act 
authorizing the export of ten billion cubic feet of gas per year at a rate not 
to exceed forty million cubic feet per day from the Pakowki Lake area of 
Alberta for the sole use of the Anaconda Copper Mining Company. Thereupon, 
the Petroleum and Natural Gas Conservation Board of the Province of Alberta, 
in compliance with the Special Act, granted a special permit allowing the 
export of the above-mentioned quantities of gas. 

In Docket No. G—1712, Applicant applied to the Commission for an order 
authorizing it to import natural gas from the Pakowki Lake area of Alberta, 
and in Docket No. G-1717, also applied for authority to construct, maintain and 
operate at the International Boundary line facilities necessary to import this 
gas. Following extended hearings, on February 5, 1952, the Commission, in 
Opinion No. 228, Docket Nos. G-1712 and G-—1717, authorized Applicant to 
import ten (10) billion cubic feet of gas per year at a rate not to exceed 
forty (40) million cubic feet per day for the exclusive use of the Anaconda 
Copper Mining Company for a period ending April 7, 1956. Applicant has 
constructed and is now operating the facilities which were necessary to import 
gas from Canada in accordance with Opinion No. 223 above mentioned. No 
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additional facilities at the International Boundary are required to import the 
gas contemplated in the present dockets. 

Since the Commission’s decision in Docket Nos. G-1712 and G~—1717, the 
Alberta Government has completed its studies and has found the gas now 
sought to be imported to be surplus to the present and future natural gas 
requirements of the Province. The Petroleum and Natural Gas Conservation 
Board of Alberta by permit dated May 14, 1954, authorized the Canadian- 
Montana Pipe Line Company, Applicant’s wholly owned subsidiary, to export 
nineteen billion, five hundred and fifty one million, eight hundred thousand 
(19,551,800,000) cubic feet of natural gas per year at a rate not to exceed 
ninety seven million, seven hundred and fifty nine thousand (97,759,000) cubic 
feet per day for a period of twenty (20) years, commencing on May 14, 1954, 
from the Pendant d’Oreille, Manyberries, Comrey, Black Butte and Smith 
Coulee fields as defined by orders of that Board now in effect. The Applicant 
is presently negotiating for the purchase of additional gas reserves in the 
Pakowki Lake area within the area of the above named fields as presently 
defined. Applicant is also negotiating for the purchase of other additional 
reserves located within a short distance from the boundaries of these fields. 

The Applicant has been unsuccessful in its efforts to find any additional gas 
reserves in Montana or at any other point located within economically feasible 
distance of its system since its appearance before the Commission in 1951, 
except the Canadian reserves referred to above. The exhibits and testimony 
presented by the Applicant in support of its over-all gas reserve picture may 
be summarized as follows: 


Canadian Reserves (Ex. No. 1): Mef. 
ee ea een ee 128,121,971 
I in i aa ci a re fa 8,529,643 
nee ee eee ee ee 42,515,663 
I ee eee nas 41,864,743 
NO Seaeiasitatee daisies hncocstkeaasinneninncncieniinonneedbiaunaaeaaatas 10,268,710 

Total Canadian Reserves (1/1/54) ___-.-.__._-___- 231,300,730 

U. S. Reserves: 

Cut Bank, Dry Creek and Clark Fork Fields __...._________ 205,127,000 

(Item A, Ex. No. X38 Rev.) 

Acquired from Montana-Dakota (Ex. No. 2) _.-________..-___ 79,544,188 

Acquired from Montana-Dakota (G-—2382) _._.....__________ 36,500,000 
anes Ai i TO CTA enon ccovssvtenicinisiesthenniting nlarmenion 821,171,188 
otek Ait eee C8 WOW 3 ieee 552,471,918 

Total System Deliveries: 

1954 through 1957 (Hx. No. X8b, Rev.) .........___________ 127,055,855 

Total Reverves (1/0/GG) ia os a 425,416,063 
Estimated Deliveries after 1957 assuming requirements at the 

1957 rate of 33,678,120 Mcf per year for 12.62 yrs. _...._______ 425,416,063 


The record shows that with the proposed importation Applicant would have 
sufficient reserves to continue service for 15.62 years from January 1, 1955. 
This estimate is based upon several assumptions. Applicant’s estimated gas 
sales are shown only through the year 1957, and the reserve life was calculated 
on a leveling off of the requirements at the 1957 level. Likewise, it is assumed 
that no additional reserves will be developed in the State of Montana or in 
the Pakowki Lake Area of Alberta. As indicated above, the Alberta author- 
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ization limits Applicant’s imports to gas produced in the Black Butte, Comrey, 
Manyberries, Pendant d’Oreille and Smith Coulee fields of the Pakowki Lake 
area. Applicant has not shown sufficient proven reserves in these five fields 
to support a twenty-year export with deliveries at the constant maximum 
volumes permitted by the Alberta export permit. Testimony of various wit- 
nesses indicated that additional discoveries are being made both inside the 
field limits as presently determined by the Alberta authorities and in adjacent 
areas. 

It seems abundantly clear from the record that at least 231,300,730 Mcf of 
natural gas is now in fact available to the Applicant from the Pakowki Lake 
area of Alberta and that the Applicant is in need of this additional gas for 
its present and future over-all system requirements. Importations in the 
maximum daily and annual volumes requested would permit a flexible opera- 
tion of Applicant’s system, allowing the gas to come from the reserves 
presently covered by the Alberta authorization, and also from any additional 
reserves in present field limits, or adjacent to them which the Alberta author- 
ities might later include in these fields, or add to those covered by the export 
permit. 


COST OF FACILITIES 


Since the proposed importation will not require the construction of facilities 
at the International Boundary there is no financing problem with respect to 
such facilities. 

At the request of the Staff, however, Applicant supplied construction cost 
figures relating to system expansion projects. These estimated costs are sum- 
marized below: 

Transmission : 
Transmission line extension to Missoula, Hamilton, etc. _._____ $3,382,185 
Laterals to six small towns, Joplin, Inverness, ete. 
Warren, Belfry connection with Montana-Dakota 


Total transmission line extensions 3,881,762 
Distribution: 
Missoula project distribution system costs 2,571,734 
Joplin, Inverness project distribution system costs 


2,740,227 
Reconditioning : 
Reconditioning 20” main line south of Cut Bank 2,195,530 
Canadian Extensions 


Total Estimated Construction Costs 9,541,119 


Approximately two-thirds (2/3) of these estimated costs will be financed by 
Applicant from funds on hand and the remainder will be financed by bank 
loans. 


ECONOMIC FEASIBILITY 


The evidence offered by the Applicant in support of economic feasibility was 
presented on a consolidated basis showing a combined operation basis for Ap- 
plicant and its two Canadian subsidiaries. On this basis Applicant showed an 
estimated rate of return for 1955, 1956 and 1957 of 5.285%, 5.268% and 5.486%, 
respectively. Additional evidence submitted at Staff Counsel’s request furnished 
a break-down of the 1957 report into Canadian and United States operation. 
This disclosed that the United States portion of the operation would yield 
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an estimated return of 5.468%, the Canadian portion 5.531%, and, as mentioned 
above, the combined operation 5.486%. 

It was further shown that excluding the proposed extension to Drummond- 
Hamilton the United States operation would realize an estimated return of 
5.44%, the Canadian portion a return of 5.559% and the combined operation 
a return of 5.483%. The cost to the Applicant of gas at the border would 
be approximately 16.9¢ per Mcf. 

This showing supports the conclusion that the proposed importation is eco- 
nomically feasible and would not place any disproportionate burden on any 
segment of the proposed service. 


EFFECT ON COMPETITIVE FUELS 


Testimony and documentary evidence was presented by the intervening coal 
and labor interests in an effort to show the loss -the Montana coal market has 
suffered due to the inroads of natural gas and that Applicant’s proposed import 
if approved would cause the future shutting down of coal mines and loss of 
employment. Reference was made specifically to the possibility of the Ap- 
plicant taking on the fuel requirements of the American Crystal Sugar Com- 
pany as a result of extending its service to Missoula. This involves an ap- 
proximate tonnage of 9,000 tons of coal sold this company annually. This 
appeared to be the only specific instance of probable coal displacement to be 
expected from the proposed importation. Any other displacements would be 
due to domestic consumers and small commercial customers converting to gas. 
No estimates were presented as to what this tonnage might be. 

It appears from testimony offered by the consumer interveners that without 
the introduction of natural gas in the Missoula area the use of coal is de- 
clining. The University of Montana recently converted to “hogged fuel” which 
is made from processed sawdust. The Northern Pacific Railroad shops, within 
the last year, converted from coal to oil. The trains which run through 
Montana are operating with diesel locomotives. The domestic consumer coal 
market is going because, notwithstanding the higher cost of oil, many people 
prefer to use it or “hogged fuel”. 

Exhibit No. 7, which was introduced by the coal and labor interveners, 
shows that during the 13-year period 1940 to 1953, the Montana production of 
coal has declined in the amount of 1,264,000 tons. Between the year 1952 
and 1953 it declined 205,000 tons. During the 13-year period the price 
at the mine increased $2.93 per ton, and between 1952 and 1953 it in- 
creased 18 cents per ton. The record is barren of any satisfactory evidence 
which “would justify a specific finding as to what proportionate part of the 
coal industry’s loss of the Montana fuel market is properly attributable to 
the steady increase in the cost of coal, and what part is properly attributable 
to consumer preference for other fuels. 


BENEFITS OF THE IMPOBTATION 


The record shows that Applicant’s domestic supply of natural gas would be 
exhausted in slightly over nine years at the present rate of consumption, 
growth and expansion of Applicant’s gas system. The record also shows that 
Anaconda Copper Mining Company would be able to effect an average annual 
savings of $2,969,275, through using natural gas instead of coal, and an average 
annual savings of $3,166,010 through the use of natural gas instead of oil. 
The record further shows that the people of Missoula, Montana, have sought 
natural gas service for some years, and that there is no possibility of their 
securing such service in the foreseeable future unless Applicant extends its 
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system into that area. The Applicant’s policy witness testified that the con- 
struction of the Hamilton-Drummond extension would depend entirely on 
Applicant’s being able to secure the proposed import. Otherwise, Applicant 
would not have an adequate supply to serve these additional customers, even 
though the area is within Applicant’s service area, Applicant having served 
these towns and the surrounding area with electricity for many years. 

Missoula and Hamilton are in the high-cost fuel area. According to a 
Bureau of Labor statistics survey for July, 1954, the price of fuel oil in Missoula 
is 18% cents per gallon, 5.15 cents higher than the average price shown for 
twelve other cities in the United States. Coal costs $2.02 per ton more than 
the price in twenty-six cities sampled in the same bulletin. According to 
testimony offered by the consumer interveners, the introduction of natural gas 
in this area would result in an area savings estimated at $784,447.00 per annum. 

Finally, the uncontroverted evidence in the record shows that unless the 
proposed import is authorized, it will be necessary for Applicant to immedi- 
ately curtail industrial customers; that eventually it would be necessary to 
curtail and eventually to terminate commercial and domestic customers. It 
would be necessary to begin curtailment of deliveries to Anaconda Copper 
Mining Company immediately upon expiration of the present import authorized 
(April 7, 1956). Other industrial customers would also be curtailed, and 
contracts with interruptible industrial customers can only be renewed on a 
short-term basis so as to permit those customers to convert to other fuels with 
a minimum inconvenience and interruption of their operations. 


CONTENTIONS OF THE PARTIES 


The Applicant asserts that the gas sought to be imported from Applicant’s 
Canadian reserves is the only gas economically available to meet the urgent 
need to supplement and augment its over-all system requirements, and that 
the record fully establishes that the public interest requires approval of its 
proposal. 

Commission Staff Counsel agree that the proposed import “will be consistent 
with the public interest.” 

The consumer interveners strongly support Applicant’s position, insisting 
that the public interest requires approval of the proposed import, and point 
out that approval will result in making long needed natural gas service avail- 
able to the Drummond-Missoula-Hamilton area, thus permitting a large fuel 
economy in that “high cost fuel area.” 

The oil, coal and labor interveners vigorously oppose the applications. How- 
ever, upon a careful reading of the oil intervener’s brief it appears that this 
intervener is really voicing opposition to the Applicant’s request for a 20-year 
import authorization on the ground that an authorization for such a period 
would result in destroying the incentive for the exploration and development 
of natural gas in the Montana area during that entire period. This intervener 
urges that “Any authority granted Applicant in this proceeding to import 
natural gas from Canada into the United States be limited to a term of three 
(3) years.” 

On the other hand, the coal and labor interveners oppose the application in 
its entirety, insisting that Applicant’s proposal to import Canadian natural gas 
is contrary to the public interest. This position seems to be based upon the 
contention that the Commission should deny and disallow the application be- 
cause it is claimed that (a) the same standards of proof which the Com- 
mission requires to be met in connection with an application for a certificate 
of public convenience and necessity under Section 7 of the Act, should be 
applied to this application under Section 3 of the Act; (b) the proposed im- 
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portation of natural gas will cause serious displacement of American coal and 
will result in “the virtual extinction of the Montana coal mining industry”; 
(c) the Applicant should first be required to secure authorization from the 
Government of the Dominion of Canada to export gas to the United States; 
and (d) an agreement between the governments of the United States and 
Canada assuring the continuity and adequacy of the gas supply has not been 
secured. 
THE PUBLIC INTEREST 


Briefly and simply stated, the narrow question presented by the record is 
whether Applicant’s proposal to import natural gas from Canada is consistent 
with the public interest. If so the applications must be granted. If not, they 
must be refused. This is the ultimate question for decision in these pro- 
ceedings. Let us now consider the validity of the objections which have been 
raised by the oil, coal and labor interveners, and their relative importance 
when viewed in the light of the much broader question of the public interest. 

The oil interveners say that Applicant’s proposal to bring Canadian natural 
gas into the Montana area for a period of 20 years would preempt the Montana 
gas market for that entire period, and result in a slow-down of exploration and 
development of additional gas reserves. This objection is without any support 
in the record. There is grave doubt as to the existence of undiscovered fields 
of appreciable magnitude within the State of Montana, or elsewhere in the 
United States within economic transmission distance of Applicant’s gas system. 
Applicant has conducted an extensive though fruitless search for additional 
gas reserves, and Applicant says that “it is now, and will in the future be, 
anxious to purchase gas in the United States located within economically 
feasible distance of its system.” 

The coal and labor interveners urge that while this proceeding involves a 
proposal under Section 3 of the Natural Gas Act, that the evidence should be 
weighed and the application adjudicated under the criteria established by the 
Commission in certificate cases under Section 7 of the Act. 

In Section 7 proceedings, the Act provides, in substance, that the Commis- 
sion will issue a certificate of public convenience and necessity authorizing 
the construction and operation of the proposed facilities where “it is found 
that the applicant is able and willing properly to do the acts and perform the 
service proposed * * *”, where the proposal “will be required by the present or 
future public convenience and necessity; otherwise such application shall be 
denied.” Early in the administration of Section 7 of the Act, the Commission 
formulated the essential standard which applicants for certificates would be 
required to meet. This included sufficient markets, appropriate design, sound 
financing, and adequate supplies.‘ 

On the other hand, the Applicant points out that the language of Section 3 
of the Act does not require the same showing from the Applicant as does 
Section 7, since Section 3 requires the Commission to issue the import cer- 
tificate unless “it finds that the proposed * * * importation will not be consistent 
with the public interest.” While these conflicting views present an interesting 
issue, it is not one which so far as the Examiner can ascertain has as yet 
been decided by the Commission, or which the Examiner is called upon to 
resolve in the present proceeding. This is true because the Applicant has fully 
made out its case under the standard applied by the Commission in Section 7 
proceedings. In other words, Applicant has established to the satisfaction of 
the Examiner that it “is able and willing” to perform the services proposed, 


4 Kansas Pipe Line Company, et al., 2 F.P.C. 29 (1939). 
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and that its proposal “will be required by the present” and “future public 
convenience and necessity.” 

The coal and labor interveners also contend that permitting Applicant to 
bring this additional quantity of Canadian gas into Montana would cause 
“serious displacement of American coal” and will result in “the virtual ex- 
tinction of the Montana coal mining industry.” In the Examiner’s judgment 
the record evidence does not support either of these claims. Exhibit 7, previ- 
ously referred to, was sponsored by these interveners. It contains statistics 
secured from the U. S. Bureau of Mines, as to the net tons produced, days 
mines worked, men employed, out-put per man day, and value per ton at the 
mine, for the years 1940 to 1953, inclusive. This exhibit is meaningful in that 
it establishes that Montana has never had a large coal mining industry, only 
employing 1,260 men in the year 1940, when the price per ton at the mine was 
only $1.84, and the total production of coal was only 1,691,000 tons, and that 
the highest production was obtained during World War II, in the year 1944, 
when 1,136 men produced 2,278,000 tons, which sold at the mine at a price 
of $2.58 per ton. The tons of coal produced and the number of men employed 
in its production have fallen off each succeeding year, till in 1953, the last 
year shown, only 460 men were employed in the production of 427,000 tons of 
coal, with a value per ton at the mine of $4.77. Furthermore, as hereinbefore 
stated, the use of coal as a fuel has steadily decreased throughout the State 
of Montana because industrial, commercial, and domestic users prefer to use 
oil as a fuel, even though it is more expensive than coal. 

It appears, however, that even though the importation of natural gas to 
Montana may have some adverse effect on the Montana coal industry, this is 
not the paramount consideration which Congress has fixed in Section 3 of the 
Act as controlling the proposed introduction of natural gas into the Montana 
area. The real matter for consideration being the interest of all the people 
affected, or, differently stated, the public interest. It clearly appears from the 
record that the many benefits which will result for all the people in Ap- 
plicant’s Montana service area will far outweigh any adverse effect which may 
be suffered by the coal industry. 

The coal and labor interveners likewise insist that the Commission should 
not authorize this import of natural gas because Applicant has not first 
secured necessary export authorizations from the Government of the Dominion 
of Canada authorizing the export from Canada into the United States. This 
position does not impress the Examiner as being tenable or realistic. It will 
be observed from the foregoing that the Applicant owns gas reserves in the 
Pakowki Lake area of the Province of Alberta, 18 miles north of the Montana- 
Alberta boundary, which is the only additional source from which Applicant 
can hope to serve the customers in its present service area, the additional 
customers which will be served through the proposed Drummond-Hamilton ex- 
tension and the proposed Joplin-Kremlin extension, and to supplement and 
augment Applicant’s present overall system gas supply. 

The Commission in Opinion No. 276 (issued October 1, 1954), In the Matter 
of American Louisiana Pipe Line Company, et al., Docket No. G—2306,: stated 
(pages 16-17) : 


Under the Natural Gas Act, Congress delegated to this Commission neces- 
sary powers to enable it to carry out the over-all purposes of the Act. 
The means and methods which are to be employed in effectuating this 
result are left to the administrative discretion of this Commission. 


The language just quoted appears to be particularly applicable te the pro- 
posal under consideration. There is nothing in Section 3 of the Act which 
provides, or for that matter even suggests, that the securing of necessary 
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export authorization from the appropriate Canadian authorities is to be con- 
sidered as a condition precedent to the Commission’s issuance of an order 
authorizing the import of the Canadian gas. Such a provision might con- 
ceivably cast an impossible burden upon an applicant for an import authoriza- 
tion, since both this Commission and the Canadian authorities might each 
then decline to act first, and the result could well be an impasse. The under- 
signed does not believe it is consistent with the language of Section 3 of the 
Act, or with the public interest, particularly in view of the large demand for 
natural gas in the area to be served, to adopt any procedure which might 
result in denying or delaying the availability of this needed natural gas to 
the consumers to be served. The undersigned will, therefore, issue an order 
to the Applicant at this time authorizing the proposed import including, how- 
ever, a condition that the order will not become effective until the Applicant 
shall have secured necessary export authorizations from the Government of 
the Dominion of Canada and filed a copy thereof with the Commission. 

The coal and labor interveners further insist that the present application 
should be disallowed and dismissed on the basis of the Commission’s Opinion 
No. 271, In the Matter of Northwest Natural Gas Company, Docket No. G-996, 
et al. The present case does not include any problems connected with con- 
struction or financing, nor is the Applicant wholly dependent upon the pro- 
posed Canadian import as a system gas supply. On the contrary Applicant’s 
American sources of supply are somewhat larger than the estimated Canadian 
reserves from which the import is to be taken. The Northwest Natural Gas 
Company case and this case are so factually dissimilar that further discussion 
of this contention is deemed unnecessary. 

Finally, the coal and labor interveners suggest that the applications should 
be denied “in the absence of some intergovernmental agreement assuring the 
continuity and adequacy of gas supply.” It does not appear that the subject 
of treaty making is a subject over which jurisdiction has been delegated to the 
Federal Power Commission under the terms of the Natural Gas Act. How- 
ever, in this connection, the Examiner considers it not inappropriate to refer 
briefly to the amicable relations which have existed between the United States 
and Canada for upward of a century. One informed observer has aptly com- 
mented that “the two countries have so conducted their affairs with each 
other as to become a symbol among nations of that meaningful phrase ‘good 
neighbors’ ”.5 

A few of the noteworthy mutual accomplishments have been agreements fix- 
ing the international boundary; informal agreements respecting the assignment 
of radio channels; President Roosevelt’s reaffirmation of the applicability of 
the Monroe Doctrine to Canada, in an address delivered at Queens University, 
Kingston, Ontario, August 18, 1938. There are no official treaties in force 
between the United States and Canada respecting the operation of railways 
between the two countries, this being controlled by agreements between Amer- 
ican and Canadian railways, and each railway being regulated by its own 
national regulatory body. Telephone, telegraph and express service is on the 
same basis.® 

During World War II the joint effort of the United States and Canada 
operated under the Hyde Park Declaration* which, under the Korean emer- 


5“United States-Canadian Co-operation” by Fredrick Winant—Public Affairs (Spring 
1951 issue), Vol. XIII, No. 3, Dalhousie University (Halifax, Canada). 

6 See Hackworth’s Digest of International Law, Vol. 1, p. 74, Vol. V, p. 457, Vol. IV, 
pp. 846, 347. 

7 Department of State Bulletin, April 26, 1941, pp. 494, 495; Senate Document 123— 
8ist Cong., ist Session, p. 684, “A Decade of American Foreign Policy’—Basic Documents 
1941-1949. 
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gency, was revitalized in the form of the Statement of Principles of Economic 
Cooperation. That agreement provided that in the interest of mutual security 
and to assist both governments to discharge their obligations under the United 
Nations Charter and the North Atlantic Treaty this field of common action 
should be further extended to the end that an optimum of production of goods 
essential for the common defense might be made available. The Statement 
contemplated that there should be an exchange of facilities, materials and 
components between the two countries, and Canada’s contribution was to, and 
did, consist of the development of uranium, titanium, cobalt, copper, aluminum, 
zinc and many other strategic materials which in turn contributed to increased 
production on both sides of the border. In return for these materials Canada 
received from the United States not only components, semi-fabricated and 
finished goods, but controlled materials as well to complement its domestic 
production with those items not normally produced there. Canada’s otherwise 
unsatisfied official requirements for its military and atomic energy programs 
are still being secured through United States Governmental channels. There 
are many other acts of comity of which official notice might be taken. 

In passing, it may also be of interest to note that in the three authorizations 
under which natural gas is now being exported to Canada, this Commission 
has included specific provisions designed to ensure that domestic requirements 
are to be first satisfied. The Canadian authorities have adopted a similar 
policy with regard to the export of Canadian natural gas to the United States.® 
These measures are, apparently, intended on the part of each government to 
ensure that their own natural resources will be utilized in the best interest of 
the national needs of each country before needs of the other are considered. 

In the light of this background of amity and comity between the United 
States and Canada these applications should be dealt with on their merits. 
This would seem to be a natural concomitant of due process. 

The undersigned is of the opinion that the record in these proceedings 
demonstrates a positive showing that the proposed importation is in the 
public interest. Measuring the Applicant’s proposal against those elements of 
public interest which may be effected compels the conclusion that no incon- 
sistency with the public interest is shown. Consequently, it must be concluded 
that the record herein does not require a finding that the proposed importa- 
tion will not be consistent with the public interest. Therefore, the under- 
signed will issue the import authorization sought in Docket No. G—2805, and 
recommend that the Commission take favorable action in Docket No. G—2806 
with respect to the granting of the Presidential Permit therein requested. 

Finally, it is common knowledge that natural gas is a highly valuable 
natural resource available in limited exhaustible quantities in the United 
States. It seems self-evident that any reasonable augmentation of our limited 
domestic supplies is desirable unless clearly outweighed by damage to the 
public interest. No such damage is here shown. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and briefs of counsel, as 
well as upon the preceding portion of this decision, it is found and concluded 
that: 


8 Department of State Bulletin, Nov. 6, 1950, pp. 742-743. 

9 Statement of Rt. Hon. C. D. Howe, Canadian Minister of Trade and Commerce—House 
of Commons Debates—Official Report—Feb. 25, 1955—Vol. 97, No. 36, 2nd Session, 22nd 
Parliament. 
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(1) Applicant, The Montana Power Company, a New Jersey corporation 
having its principal place of business at Butte, Montana, owns and operates a 
natural gas production, gathering, transmission and distribution system in the 
State of Montana for the sale of natural gas at wholesale and retail for 
ultimate public consumption in the State of Montana, and is a “person” 
within the meaning of Section 2(1) and Section (3) of the Natural Gas Act. 

(2) Applicant has since February 7, 1952, been importing natural gas from 
the Province of Alberta, Dominion of Canada, in quantities not exceeding ten 
(10) billion cubic feet per year at a rate not exceeding forty (40) million 
cubic feet per day for the sole use of the Anaconda Copper Mining Company 
in accordance with an Order of the Commission made in Docket No. G-1712 7 
and in accordance with a Presidential Permit to construct, maintain and 
operate facilities at the international boundary for the importation of natural 
gas made in Docket No. G-1717, which authorization to import expires on 
April 7, 1956. 

(3) Applicant’s wholly-owned subsidiary, Canadian-Montana Gas Company, 
Limited, owns natural gas reserves in the Pakowki Lake area of the Province 
of Alberta, Canada, estimated to be 231.3 billion cubic feet as of January 1, 
1954, and production and gathering facilities in said Pakowki Lake area. 

(4) Applicant’s wholly-owned subsidiary, Canadian-Montana Pipe Line Com- 
pany, owns and operates natural gas transmission facilities between the 
Pakowki Lake area of the Province of Alberta, Canada, and the point of inter- 
connection with Applicant’s transmission system at the international boundary 
between the United States and Canada. 

(5) No additional facilities will have to be constructed at the international 
boundary in order for Applicant to import natural gas from Canada as pro- 
posed in Docket No. G—2805. 

(6) Applicant’s natural gas reserves in the United States are being rapidly 
depleted and the importation of gas from Canada by Applicant is necessary 
to augment and supplement its domestic gas supply. 

(7) Applicant’s operations as a gas public utility are subject to the juris- 
diction of the Public Service Commission of the State of Montana. 

(8) The maintenance and operation, at the international boundary between 
the United States and Canada, of facilities already constructed and connected 
as proposed by Applicant in Docket No. G—2806, will be consistent with the 
public interest. 

(9) The importation of natural gas by Applicant will not be inconsistent 
with the publie interest and should be authorized as hereinafter ordered and 
conditioned. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
upon its own motion, as provided in the Commission’s Rules of Practices and 
Procedure, that: 

(A) The Montana Power Company be and it is hereby authorized to import 
natural gas from the Province of Alberta, Dominion of Canada, into the United 
States at the point specified in its application filed in Docket No. G—2805, on 
September 17, 1954, for a period extending through May 14, 1974, in an 
amount not to exceed ninety seven million, seven hundred and fifty nine 
thousand (97,759,000) cubic feet in any one day, nor to exceed nineteen 
billion, five hundred and fifty one million, eight hundred thousand (19,551,- 
800,000) cubic feet in any consecutive twelve (12) months’ period. 

(B) Montana Power Company shall not undertake the importation of the 
natural gas from the Province of Alberta, Dominion of Canada, as authorized 


242 FEDERAL POWER COMMISSION 


above, until Montana Power Company shall have filed with the Commission 
prior to September 1, 1955, a copy of the necessary authorizations from the 
Government of the Dominion of Canada to export the quantities of natural gas 
to the United States for the period of time set forth above. 

(C) The Montana Power Company shall make, keep, and preserve full and 
complete records with respect to the natural gas herein authorized to be 
imported, and shall furnish to the Commission, on or before March 31 of each 
succeeding year, reports showing, by months, the quantities of gas imported 
during the preceding calendar year together with the volume imported on the 
. peak day of such year; and such other reports, with respect to such importa- 
tion, as the Commission may hereafter deem necessary and in such form 
and manner as the Commission may prescribe from time to time. 

(D) This authorization to import natural gas from Canada shall not be 
transferred in any manner whatsoever, but such authorization shall continue 
in effect for a reasonable time in the event of voluntary transfer of the 
facilities used thereunder by operation of law (including transfers to receivers, 
trustees, or purchasers under foreclosure or judicial sale) pending the making 
of an application for permanent authorization and decision thereon, provided 
notice is promptly given in writing to the Commission accompanied by a state- 
ment that the physical facts relating to sufficiency of supply, rates, and nature 
of use remain substantially the same as before the transfer and as stated in 
the initial application for such authorization. 

(E) This authorization shall be effective only so long as Applicant con- 
tinues the operations hereby authorized in accordance with the provisions of 
the Natural Gas Act, and of this order and any modification hereof or sup- 
plement hereto. 

(F) The authorization herein shall be effective only if a Presidential Permit 
be issued to the Montana Power Company pursuant to its application made 
in Docket No. G—2806, and only to the extent of and subject to the provisions 
of any such permit, and only if the Montana Power Company shall accept, 
without qualification, in writing and under oath, that permit and this authori- 
zation within 30 days from the date of issuance of each. 

(G) The authorization granted by Paragraph (A) herein shall supersede 
the Commission’s order issued February 5, 1952 in Docket No. G—1712, upon 
the effective date of this order as specified in Paragraph (B) hereof. 

(H) The motion to dismiss heretofore filed by the coal and labor inter- 
veners is hereby denied. 

RicHarpD N. Ivins, 
Presiding Examiner. 


Order affirming decision of presiding examiner 
and issuing superseding permit 


May 19, 1955 


The Presiding Examiner’s Decision in these proceedings was issued March 
21, 1955. Upon consideration of the evidence, the briefs filed, the Examiner's 
Decision, the exceptions thereto, and the entire record we find that authoriza- 
tion to import natural gas from Canada as set forth in said Decision and the 
operation and maintenance of facilities therefor at the international boundary 
as set forth in the superseding permit signed by the Chairman of the Federal 
Power Commission on May 18, 1955, will be consistent with the public interest. 
The Commission orders: 

(A) The Presiding Examiner’s Decision issued in these proceedings on 
March 21, 1955 be and the same is hereby affirmed. 
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(B) The superseding permit signed by the Chairman of the Federal Power 
Commission on May 18, 1955, in Docket No. G—2806, be and the same is hereby 
issued. 


IN THE MATTER OF 
SOUTHERN NATURAL GAS COMPANY 


Upon Application for Certificate of Public Convenience and Necessity 
Docket No. G-2499 
February 4, 1955* 
Syllabus 


1. Commission rejects argument that gas should be saved for higher priority 
uses than boiler fuel use in the generation of electricity on finding that 
this sale will not diminish Southern’s supply of gas available to its other 
customers. P. 247. 

Commission issues certificate of public convenience and necessity to Southern 
under Section 7 of the Natural Gas Act authorizing the construction and 
operation of facilities for the transportation of natural gas. P. 250. 


Commissioners Drarer and SmiTH dissenting. 


no 


H. D. McHenry and William 8S. Tarver for Southern Natural Gas Co. 
Sherman 8S. Poland for the staff of the Federal Power Commission. 


Woopatt, Presiding Examiner: This proceeding is upon the application of 
Southern Natural Gas Company (Southern), made pursuant to Section 7 of 
the Natural Gas Act, for a certificate of public convenience and necessity 
authorizing it to construct and operate approximately 2.2 miles of 8%-inch 
O.D. pipeline and appurtenant measuring and regulating facilities, by means 
of which Southern proposes to deliver and sell natural gas to South Carolina 
Generating Company (Generating Company) for use at the latter’s Plant 
Urquhart. The proposed line will extend from a point on Southern’s 16-inch 
South Line, near North Augusta, South Carolina, to Plant Urquhart, which 
is located on the Savannah River near Beech Island, South Carolina. 

Southern’s application was filed on July 23, 1954, and supplemented on 
August 30, 1954. Petitions seeking leave to intervene were filed by South 
Carolina Generating Company; National Coal Association; United Mine Work- 
ers of America; and Fuels Research Council, Inc., jointly, and by Atlantic 
Coast Line Railroad Company; Charleston & Western Carolina Railway Com- 
pany; Carolina, Clinchfield & Ohio Railway; Carolina, Clinchfield & Ohio 
Railway of South Carolina; and Louisville & Nashville Railroad Company, 
jointly. Intervention of all petitioners was permitted by order of the Com- 
mission issued October 18, 1954. 

By another order, issued October 18, 1954, the Commission denied Southern’s 
request for a hearing pursuant to the terms of Section 1.32(b) of the Com- 
mission’s Rules of Practice and Procedure and directed that a hearing be held 
on November 9, 1954 concerning the matters involved in and the issues pre- 
sented by the application. 


* Initial decision became the final decision and order of the Commission by order of the 
Commission issued May 20, 1955, infra, p. 250. 


EpiTor's Note: Affirmed 234 F. 2d 62 (CADC, 1956). 
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Pursuant to the latter order, hearings were held on November 9, 10 and 12, 
1954. After the conclusion of the hearings, the parties were afforded an 
opportunity to file briefs. Briefs were filed by all parties, including the Staff 
of the Commission, and reply briefs by all parties except the Staff. 


THE PROPOSED SERVICE 


Southern proposes to deliver and sell Generating Company such quantities 
of gas as it may from time to time have available for delivery to Plant 
Urquhart up to the entire fuel requirements of the plant. These requirements 
are estimated in the contract between the parties at a maximum of 60,000 Mcf 
per day. The sale will be made on an interruptible basis. The contract is 
for a primary term of five years from the last day of the month in which gas 
is first delivered, and for year to year thereafter, both parties having the 
right of cancellation on thirty days’ notice at the end of the five-year period 
or at the end of any year thereafter. Southern estimates that it will be able 
to deliver approximately 10,072,000 Mcf annually after Plant Urquhart is in 
full operation. 

Plant Urquhart, a new generating station, is the only plant operated by 
Generating Company. The first unit commenced operation in December, 1953 
and the second in February, 1954. At the present time it has two 75,000 kw 
units. A third unit of 100,000 kw is expected to be in operation by late 
summer or early fall of 1955. 

The gas will be used for firing boilers in the generation of electricity which 
Generating Company sells to three customers, South Carolina Electric & Gas 
Company, which is the parent of Generating Company, Georgia Power Com- 
pany, and the duPont Company for use in the Savannah River Project of the 
Atomic Energy Commission. 

Generating Company has long-term contracts with Georgia Power Company 
for 75,000 kw of its capacity, with Atomic Energy Commission for 30,000 kw, 
and with South Carolina Electric & Gas Company for the remainder of its 
output. The remainder, after the installation of the third unit, will be 
145,000 kw. 

The contract between Southern and Generating Company calls for delivery 
of the first 15 million Mcf of gas at 27 cents per Mcf, which price may there- 
after be adjusted upward or downward to reflect variations in Southern’s field 
cost of gas. If the price increase is more than 2 cents per Mcf, Generating 
Company may discontinue the purchase of gas unless Southern agrees to limit 
the increase to 2 cents per Mcf. Generating Company also may discontinue 
the purchase of gas at any time that it can establish that the cost of gas, as 
fired in its plant, is more than the equivalent cost of any competitive fuel 
which it can purehase for its entire fuel requirements for 12 consecutive 
months. Southern may prevent such discontinuance by reducing the price 
of its gas to meet the cost of the competitive fuel. 

Southern estimates that the cost of the facilities which it must install to 
undertake the new service will be $125,400. Generating Company estimates 
that the cost of facilities to be installed to permit all three of its units to 
utilize gas will be $217,419. 

At the present time Plant Urquhart uses coal to fire its boilers. A _ rela- 
tively small quantity of oil is used as ignition fuel. Upon introduction of 
natural gas service, Plant Urquhart will use gas for the major portion of its 
generation with coal being used during periods of curtailment and interrup- 
tion of gas service. Oil will continue to be used as ignition fuel. 

The record clearly demonstrates that Southern is able and willing to 
construct the facilities and to render the service proposed, and it is so found. 
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THE GAS SUPPLY 


The record shows that Southern has an adequate supply of natural gas to 
make the proposed deliveries to Generating Company. In Docket No. G—1907 
the Commission authorized daily deliveries by Southern, based upon a system 
capacity of approximately 1,022,000 Mcf (at 14.73 psia). This was supported 
by a finding that reserves were available to meet the demands of a system 
of that size. However, experience has shown that neither peak day demands 
nor annual sales have developed as rapidly as had been anticipated during 
the proceedings in Docket No. G—1907. This lag in development of sales has 
resulted in 58.21 million Mcf less gas being used, through 1954, than had been 
estimated in G-—1907. According to Southern’s current estimates, which were 
not questioned by any party, an additional 19.08 million Mcf will be saved 
by January 1, 1955, resulting in a total gain in remaining reserves of 77.29 
million Mcf by that date, assuming no service to Plant Urquhart. Therefore, 
even if Southern had added nothing to its reserves since the conclusion of 
the G-1907 proceeding, it would have sufficient gas to supply Plant Urquhart 
for more than seven years without diminishing the total quantity of gas 
available for service to other customers. 

Southern presented evidence, however, of reserves in addition to those shown 
in Docket No. G—1907. It showed that it had available to it 28 million Mcf 
in the Franklin field, situated in south Louisiana a few miles from Southern’s 
lines. Southern owns the largest part of the Franklin field reserves and, as 
operator of the production unit in that field, expects to be able to purchase 
that portion of the gas which it does not own. Southern showed also that it 
has recently executed a contract for the purchase of gas produced in the Epps 
field, where there is approximately 20 million Mcf available to it. The Com- 
mission authorized the sale of the Epps field gas to Southern by Delta Drilling 
Company, et al., in Docket No. G—2526. 

The total of the new reserves shown in support of the proposed service, 
plus the savings in reserves from those shown in Docket No. G—1907, is 
approximately 125 million Mcf. This is more than the aggregate of the 
projected deliveries to Plant Urquhart for 11 years. 

Southern produced evidence to show that it had exercised a contract option 
to obtain an additional 50,000 Mcf per day from United Gas Pipe Line 
Company at Kosciusko, Mississippi, and stated by a witness that it owns 
reserves amounting to more than 50 million Mcf in the Maxie-Pistol Ridge 
field located in south Louisiana. However, United Gas Pipe Line Company 
has not obtained a certificate in connection with the additional delivery at 
Kosciusko, and Southern offered no evidence in support of its estimate of the 
amount of the reserves available to it in the Maxie-Pistol Ridge field. There- 
fore, these two sources of gas will be disregarded for the purposes of this case. 
Without them Southern clearly has an adequate gas supply for the proposed 
service, and it is so found. 


THE PIPELINE CAPACITY 


The record shows, and it is found, that Southern has’ sufficient pipeline 
delivery capacity to make the contemplated deliveries to Generating Company. 
There is no question of peak capacity involved, for the sale would be made 
on a fully interruptible basis. 

Because of the delay in development of its market requirements, Southern 
has not yet constructed some of the facilities which were authorized in 
Docket No. G-—1907. Its evidence showed, however, that it would have a 
system capacity of approximately 939,000 Mcf at January 1, 1955. Although 
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Southern indicated on the record that it would apply for an extension of its 
certificate authority for the remaining construction authorized in Docket No. 
G-1907, its evidence of its ability to supply Plant Urquhart was based upon 
the 939,000 Mcf capacity which would result from facilities already con- 
structed and facilities then being constructed. 


FINANCING AND ECONOMIC FEASIBILITY 


Southern proposes to finance its facilities from cash on hand. There can 
be no reasonable question that it will be able to do so. Economic feasibility 
of its project is clearly shown by its evidence that its net annual operating 
revenues from the proposed sale, after commencement of operation of the third 
generating unit at Plant Urquhart, will be $312,231. This figure was arrived 
at by using as cost of gas Southern’s rate on file with the Commission for 
interruptible excess gas in its South Carolina rate zone. The rate on file with 
the Commission, of course, is based upon a cost of service which includes a 
regulated return on system investment. Therefore, the $312,231 net annual 
operating revenues represent earnings in excess of a regulated return on all 
property involved in the service except the Plant Urquhart lateral. 


PUBLIC CONVENIENCE AND NECESSITY 


The only issue of any moment in this case is whether the proposed service 
is required by the public convenience and necessity. The coal, railroad and 
labor interests contend to the contrary and introduced evidence to show the 
expected loss to them in coal sales and railroad revenues. In addition, the 
coal and labor intervenors presented evidence attacking Generating Company’s 
estimates of the savings which would result to it from natural gas service to 
Plant Urquhart. Staff Counsel-took no position on the issue of public con- 
venience and necessity, limiting himself to pointing up evidence which he 
thought would aid the Presiding Examiner in his decision. 

In view of the findings made hereinafter, sustaining in major part the con- 
tentions of Southern and Generating Company, the claims of economic detri- 
ment pressed by the coal, labor and railroad intervenors can be disposed of 
without extensive discussion since such claimed detriment is far outweighed 
by the public benefits which will result from use of natural gas at Plant 
Urquhart. 

The record shows that gas will displace approximately 347,000 tons of coal 
annually at Plant Urquhart after commencement of operation of the third 
generating unit. The evidence shows that such coal will cost in the neighbor- 
hood of $4 per ton at the mine, but no effort was made to show the decrease 
in net revenues to mine owners which would actually result from this diminu- 
tion in business, or the specific effect of the loss on sales or mine employment. 
Similarly, the record shows that the railroads will lose gross revenues equal 
to the coal tonnage displaced by gas times the freight rate per ton, which 
rate is somewhat in excess of $4, but the railroad intervenors made no attempt 
to show the actual net loss to them in operating revenues. 

Testimony of a.general nature was introduced by the coal intervenors to 
the effect that the coal industry, both nationally and in the area from which 
Plant Urquhart draws its supply of coal, is in a depressed financial condition. 

The railroad intervenors presented evidence showing how the loss in reve- 
nues would be distributed among the various roads handling traffic to Plant 
Urquhart, and the record contains evidence of a general nature to the effect 
that a modernization program being conducted by the Charleston & Western 
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Carolina Railway may be retarded by such loss of revenue. This latter result, 
however, appears to be far from certain. 

Evidence also was received showing the country’s total natural gas reserves 
and the diminishing life of those reserves, figured in terms of increasing gas 
consumption. 

As has been stated, the sale will yield Southern $312,231 in net revenues in 
excess of a regulated return on all property involved in the service, except 
the Plant Urquhart lateral. Southern presented evidence to the effect that, 
from a corporate point of view, it urgently needs this additional revenue to 
offset a very large loss'in revenues recently suffered by reason of a decision 
of Georgia Power Company to reduce to contract minima its purchases of gas 
from Southern and Southern’s resale customer, Atlanta Gas Light Company, 
for use at two generating plants in Georgia. The record shows that this 
reduction in sales to Georgia Power Company will result in an annual loss to 
Southern of gas sales in excess of 16 million Mcf per year. 

Southern argues that even should Georgia Power Company reverse its deci- 
sion and purchase gas in quantities in excess of contract minima, its recent 
drastic reduction in the use of gas illustrates the danger of Southern’s being 
so greatly dependent upon sales of off-peak gas to one industrial customer. 
Southern urges that it should be allowed to obtain additional large outlets for 
its interruptible gas and that the only presently available large outlet in its 
market area is Plant Urquhart. 

The evidence of record shows that Southern also needs the new proposed 
outlet for its interruptible gas in order to increase the load factor on its 
system which has dropped from 89.82 per cent in 1950 to 78.91 per cent in 
1954. During this period the annual unsold capacity on Southern’s system 
has increased from 15,900,000 Mcf in 1950 to 72,600,000 Mcf in 1954, and the 
range between peak sales and off-peak sales also has steadily increased. 

It appears from the record that these increases in unsold capacity, de- 
creases in load factor and sharper variations between the level of sales in 
peak and off-peak periods have been largely due to recent increases in the 
capacity of Southern’s system primarily to meet the growing needs of its 
market area for firm service. During the period of capacity expansion, inter- 
ruptible off-peak sales have developed less rapidly than firm sales. 

It is, of course, to the interest of Southern’s customers and the public 
which they serve that this trend towards an unbalanced system be minimized 
as much as possible so as to hold down Southern’s unit cost of service, which, 
of course, must be reflected in its rates. 

In view of the foregoing, it is found that Southern needs the additional 
outlet for its interruptible gas, represented by the Plant Urquhart sale, in 
order to secure a greater diversification of off-peak load and to increase its 
system load factor, and that this, in turn, will react to the benefit of South- 
ern’s customers by tending to decrease and stabilize its cost of service per Mcf 
of gas delivered. It, obviously, is undesirable, from the standpoint of gas 
consumers, that the pipeline serving them have a high percentage of unused 
eapacity or be so greatly dependent upon one customer for market for its 
off-peak gas as Southern currently is. 

The argument of the coal intervenors that gas should be saved for higher 
priority uses rather than burned under boilers in the generation of electricity 
has little foree in this case, in view of Southern’s proof that it can supply 
the needs of Plant Urquhart for more than twice the primary contract term 
without diminishing the supply of natural gas available to its other consumers. 

Generating Company presented evidence that utilization of gas at Plant 
Urquhart in approximately the quantities which Southern expects to be able 
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to deliver will result in a savings of about $393,000 annually below costs 
which would be experienced if the plant were operated with coal as the only 
fuel. It is estimated that some 92,000 tons of coal will continue to be used 
each year during periods of interruption or curtailment of gas service. Gen- 
erating Company’s Manager of Production testified that the company’s estimate 
of savings was based on data derived from actual experience in operating the 
plant from December, 1953 to August 31, 1954 (which was the latest month 
for which figures were available at the time he prepared his estimates) and 
upon advice from the manufacturers of the equipment installed at Plant 
Urquhart concerning the relative efficiencies of gas and coal when utilized in 
that equipment. He testified further, and Generating Company states in its 
reply brief (p. 4), that the company is primarily interested in obtaining the 
cheapest fuel available. And Generating Company adds in its brief that the 
figures presented by its witness “are the result of a disinterested and impartial 
investigation into the economies of natural gas.” 

All savings realized will be passed on to Generating Company’s three cus- 
tomers, under provisions of its contracts. The savings to Georgia Power 
Company and South Carolina Electric & Gas Company should eventually 
redound to the benefit of the consumers of electricity which they distribute. 

These estimates of savings were challenged by the coal intervenors who 
attempted to prove that operation of Plant Urquhart with coal of about the 
same grade as that which had been used in the past would cost less in the 
future, that the difference in the relative efficiencies of gas and coal was 
greater than Generating Company had assumed, and that cheaper grades of 
coal than had been used in the past were available to Generating Company 
and that their use would result in more economical plant operation than 
would the use of high grade coal. The witness for the coal intervenors 
admitted that his estimates were based on averages and theoretical per- 
formances of boiler equipment. 

In rebuttal, Generating Company’s Manager of Production testified that the 
cheaper grades of coal stated by the coal witness to be available had never 
been offered to him at the prices quoted, and that, in addition, his experience 
in power plant operation indicated that use of the cheaper grades of coal, 
which had been recommended by the witness for the coal intervenors, was 
more expensive because of lesser efficiencies and greater coal handling costs, 
than operation with the grade of coal which had been used in the past at 
Plant Urquhart. 

Another Generating Company witness, testifying in rebuttal of the predic- 
tion of the witness for the coal intervenors that freight costs to Plant Urqu- 
hart would be reduced upon the expiration of a 40 cent per ton surcharge at 
the end of 1955, showed that the surcharge was not included in the Plant 
Urquhart freight rate and that, consequently, its expiration would not result 
in a freight rate reduction to Generating Company. This fact was admitted in 
the brief of the railroad intervenors and must be accepted as proven. 

The effect of the error concerning freight costs on the estimates of the coal 
intervenors is very substantial. However, it is not necessary for the under- 
signed to rest his finding as to the savings which will be effected by the use 
of natural gas upon this point alone, or to support his finding by detaried com- 
parison of the estimates of the two witnesses. 

The situation is not one calling for the weighing of the relative reliability 
of conflicting estimates both based on theoretical equipment performance and 
standard or average costs. Instead, the record presents in contrast an esti- 
mate made by the man actually responsible for the most economical opera- 
tion of the plant who has been in direct charge since operations commenced 
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and an estimate made by a fuels engineer, employed by the coal intervenors, 
who had no knowledge of the actual operation of the plant. As has been 
pointed out, the estimate of Generating Company’s witness was based upon 
actually experienced costs over a period of eight months’ operation, a known 
price for gas, and a gas efficiency calculated for the specific fuel burning 
equipment installed at the plant. On the other hand, the estimate of the coal 
intervenors was based on standard or average costs and efficiency factors and 
the assumption that Plant Urquhart could be operated with coal at a substan- 
tially lower cost than the management of the plant had found to be possible. 
Under these circumstances, it is evident that the former estimate is the more 
reliable. Accordingly, it is found that Generating Company’s savings from 
the use of natural gas can reasonably be expected to approximate those 
which that Company has predicted, provided that the delivered price of coal 
and gas remain at their current levels. 

Staff Counsel makes considerable point of the possibility that the price of 
gas can go up or that the delivered price of coal may come down. This pos- 
sibility, of course, exists in every case where competition between the two 
fuels is involved, but there is nothing in this record to indicate more than 
the possibility ! 

In fact, Southern shows in its reply brief that it can reduce very substan- 
tially its price to Generating Company, if necessary to do so, to meet possible 
competition by other fuels. Should competition force down Southern’s price, 
Generating Company and its customers, of course, would be the gainers. Even 
should coal supplant gas service at some future and unpredictable time, it is 
reasonable to assume that the reduction in the delivered price of coal, which 
alone is likely to make such event possible, will occur by reason of the com- 
petition of natural gas. Again, Generating Company and the publie which it 
serves would profit. 

There is nothing in the record to indicate that Southern expects to increase 
its price of gas to Generating Company and certainly it can be assumed, in 
view of its wide margin of profit in this sale, that it will not price itself out 
of this market. 

In essence the competitor interests argue herein that this Commission by 
denying this application suppresses competition for the benefit of such parties. 
That, of course, is not a proper basis of denying the proposed service which 
will produce substantial benefits to the gas and electric customers affected. 

In view of these considerations, it is concluded that current competitive fuel 
costs provide the only reliable yardstick for predicting future economies which 
will flow from natural gas supplanting, in part, the use of coal at Plant 
Urquhart. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record and the briefs of the parties, it is 
further found and concluded: 

(1) Applicant, Southern Natural Gas Company, a Delaware corporation, 
having its principal place of business at Birmingham, Alabama, owns and 
operates, among other facilities, a natural-gas transmission pipeline system 
located in the States of Texas, Louisiana, Mississippi, Alabama, Georgia and 
South Carolina; and by such operations, Applicant is engaged in the transpor- 
tation and sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, and is, 
therefore, a “natural-gas company” within the meaning of the Natural Gas Act, 
as heretofore found by the Commission in its order of October 6, 1942, in 
Docket No. G-296 (3 FPC 822). 
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(2) The facilities proposed to be constructed by Applicant will be used in 
the transportation of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, and the construction and operation thereof by 
Applicant are subject to the requirements of subsections (c) and (e) of Sec- 
tion 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas 
Act and the requirements, rules and regulations of the Commission there- 
under. 

(4) The construction and operation of the facilities proposed by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) The public convenience and necessity require the attachment to the 
issuance of the certificate and to the exercise of the rights granted there- 
under the conditions hereinafter ordered. 

Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its Rules of 
Practice and Procedure, that: 

(A) A certificate of public convenience and necessity be and the same 
hereby is issued to Southern Natural Gas Company, authorizing the construc- 
tion and operation of the facilities hereinbefore described, all as more fully 
described in its application and the exhibits and record herein, for the trans- 
portation of natural gas as therein set forth, subject to the jurisdiction of 
the Commission, upon the conditions contained in this order. 

(B) This certificate should be accepted in writing, and under oath, by a 
responsible official of Applicant, and the general terms and conditions set 
forth in paragraphs (1), (2), (8)(i), (8) (iii), (3) (iv) and (5) of Section 
157.20 of the Commission’s Rules and Regulations, including the Rules of 
Practice and Procedure, shall attach to the issuance of the certificate granted 
in paragraph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) The facilities herein authorized shall be constructed and plaeed in 
actual operation on or before October 1, 1955. 

Emery J. WoopAtt, 
Presiding Examiner. 


Order affirming presiding examiner’s decision 
May 20, 1955 


The Initial Decision of the Presiding Examiner in this proceeding was 
issued on February 4, 1955. Upon consideration of that decision, exceptions 
filed thereto, oral argument had before the Commission on April 5, 1955, and 
substantial evidence of the entire record, it is appropriate that the Initial 
Decision of the Presiding Examiner be affirmed. 
The Commission orders: 

The Initial Decision of the Presiding Examiner issued in this proceeding 
on February 4, 1955, is hereby affirmed. 


Commissioners Draper and SmirxH dissenting. 
DraPer and SmitrH, Commissioners, dissenting: 

To support the granting of the application in this docket, Section 7(e) of 
the Natural Gas Act requires that the Commission find that the proposed 


service “is or will be required by the present or future public convenience and 
necessity ; otherwise such application shall be denied.” 
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Certain basic facts are undisputed; the ability of the applicant Southern 
Natural Gas Company to finance the proposed construction, the adequacy of 
its gas supply, and its ability to perform the service without detriment to 
existing customers. Likewise, it is uncontroverted that the coal industry 
will suffer by reason of a substantial displacement of that fuel now being 
used and which would otherwise be used when the enlargement of Plant 
Urquhart is completed this coming summer. Also, the railroad interveners 
have established that they stand to lose substantial shipping revenue by the 
displacement of this coal. 

There is more than the usual amount of conflict in evidence as to the actual 
and prospective savings which it is alleged will accrue to South Carolina 
Generating Company if the proposed application of Southern Natural is 
granted. These prospective savings, based as they are upon the relative prices 
of coal and gas in the future, are highly conjectural. Graphic illustration of 
the ability of coal to compete with gas is shown by Southern Natural’s own 
evidence of the loss of sales of gas to Georgia Power Company through the 
reduction in the effective price of coal at Plant Yates and Plant Arkwright, 
resulting in the lowering of such sales to the contract minimum with the 
consequent falling off of Southern Natural’s load factor. 

Southern Natural’s emphasis on the improvement of its load factor which 
would come with the authorization of this proposed interruptible sale suffers 
from lack of concrete evidence as to the effect of such improvement upon 
its present operations and its present customers. No specific figures were 
offered to show how the supposed reduction in unit costs would work out 
rate-wise. And the Commission may take administrative notice of the fact 
that on March 14, 1955, Southern Natural filed a petition to intervene in 
Docket No. G-8230, In the Matter of United Gas Pipe Line Company, to sup- 
port a request by United for authority to increase its maximum daily deliveries 
to Southern Natural at Kosciusko, Mississippi, by some 50,000 Mcf. That this 
50,000 Mcf additional gas is needed to meet increasing requirements of some 
of Southern Natural’s firm customers may be implied from recent answers 
filed by Southern Natural to certain pending applications under Section 7(a). 
Surely the addition of this 50,000 Mcf to Southern Natural’s system, if 
granted, would to some extent tend to counterbalance the improvement in load 
factor alleged to be obtained from the granting of the Plant Urquhart inter- 
tuptible application. 

In short, the case before us is so close that the brief of our own staff takes 
no position one way or the other and the Presiding Examiner’s initial deci- 
sion in its treatment of the question of the requirements of public convenience 
and necessity is nebulous and lacking in conviction as it admits the existence 
of so many variable factors in the evidence. 

In these circumstances, the primary issue becomes the question of conserva- 
tion of natural gas and we have a clear-cut case of whether to authorize the 
burning of quantities of this natural resource under boilers, where the evi- 
dence is clear that other fuels are readily and economically available, or to 
deny such authorization and preserve such quantities for superior uses. 

Mr. Justice Jackson in his dissent in the Hope Natural Gas Company case, 
320 U.S. 591, said, at page 634: 


Utilization of natural gas of highest social as well as economic reiurn 
is domestic use for cooking and water heating, followed closely by use for 
space heating in homes. This is the true public utility aspect of the 
enterprise, and its preservation should be the first concern of regulation. 
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He added, at page 637: 


The fact is that neither the gas companies nor the consumers nor local 
regulatory bodies can be depended upon to conserve gas. Unless federal 
regulation will take account of conservation, its efforts seem, as in this 
ease, actually to constitute a new threat to the life of the Appalachian 
supply. 


The Commission, in its 1940 Annual Report, was aware that this problem 
went not only to the Appalachian area but to the entire country when it said, 
at page 79: 


Careful study of the entire problem may lead to the conclusion that use 
of natural gas should be restricted by functions rather than by areas. 
Thus it is especially adapted to space and water heating in urban homes 
and other buildings and to the various industrial heat processes which 
require concentration of heat, flexibility of control, and uniformity of 
results. * * * General use of natural gas under boilers for the produc- 
tion of steam is, however, under most circumstances of very questionable 
economy. 





The present case is one in which we can act within the frame of the Natural 
Gas Act as it stands, under the mandate of Section 7(e) as to the positive 
requirement that we find that the public convenience and necessity require 
the proposed service. The issue is here clearly defined—there are none of the 
perplexing considerations which have existed in certain past requests of this 
type, such as evidence of prospective injury or loss to applicant resulting 
from the operation of “take or pay” clauses or possible damage to ability to 
meet financial obligations. 

This is a case where the conservation of natural gas for superior uses, as 
against a request for authority to render boiler fuel service, should be con- 
trolling. The argument of applicant that the development of atomic power 
may conceivably supplant other fuels before the expiration of applicant’s 
ability to render the service here asked for, falls completely when one realizes 
that such atomic power would in fact supplant only the so-called inferior 
use. This is all the more reason for conserving natural gas for piping into 
homes. 

Unique to certification of direct sales service is the fact that once the 
service is authorized our jurisdiction, for practical considerations, ceases. We 
have no control over the rates charged for the direct sale. Yet we must 
examine the proposed direct sales price to aid in determining whether the 
public convenience and necessity require that the sale be authorized. 

In the present instance, it is urged by applicant that the initial contract 
price compares favorably with the current prices of available competitive 
fuels; and that, in any event, the price under this contract can be reduced, 
if necessary, to meet any price of competitive fuels. Although such a contract 
provision, providing for downward revision of the price without a minimum, 
may be desirable from the viewpoints of the applicant and the non-jurisdic- 
tional customer, it entails a possible lack of protection to the jurisdictional 
customer, with whom we must be equally concerned. 

Yonsideration of the substantial evidence in this record as a whole demon- 
strates that the public interest in the use of gas under boilers in the circum- 
stances here present is outweighed by disadvantages to other elements of our 
economy. Clearly, under such circumstances, the overriding public interest 
requires that the Commission conserve our irreplaceable supplies of natural 
gas in favor of superior uses by denying the present application. 
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IN THE MATTERS OF 


PANHANDLE EASTERN PIPE LINE COMPANY, G-1116, G-—1240, G-1317, 
G-1344, G-1417, G-1725, G-1754, G-2101; CITY OF PORT HURON, CITY 
OF MARYSVILLE, CITY OF ST. CLAIR, MICHIGAN, MUNICIPAL COR- 
PORATIONS, G-1152; SOUTHEASTERN MICHIGAN GAS COMPANY, 
G-1415; MICHIGAN CONSOLIDATED GAS COMPANY, COMPLAINANT, 
v. PANHANDLE EASTERN PIPE LINE COMPANY, DEFENDANT, G-1379; 
NORTHERN INDIANA FUEL AND LIGHT COMPANY, G-—1457, G—2234; 
MISSOURI CENTRAL NATURAL GAS COMPANY, G-1509 ; THE CENTRAL 
WEST UTILITY COMPANY, G-1616; MICHIGAN GAS UTILITIES COM- 
PANY, G—1625; CITY OF AUBURN, ILLINOIS, G—1659 


Upon Applications for Certificates of Public Convenience and Necessity 
under Section 7 (a) and 7 (b) of the Natural Gas Act 


April 19, 1955* 
Syllabus 


Commission (1) authorizes Panhandle to abandon some service to Texas Gas, 
(2) denies Panhandle authority to abandon service to Michigan Con- 
solidated and Gas Service, (3) makes a permanent authorization for 
Panhandle to serve Northern Indiana, (4) directs Panhandle to deliver gas 
to Auburn, Illinois. P. 263. 


Harry S. Littman, William Miller, John 8. L. Yost, and G. R. Redding for 
l’anhandle Eastern Pipe Line Co. 

Robert Y. Keegan for Northern Indiana Fuel and Light Co. 

Charles B. Shannon, Walter Meek, Stanley M. Morley and Robert EB. May 
for Michigan Consolidated Gas Co. 

Dick H. Woods and Lester G. Seacat for Central West Utility Co. 

Francis J. Walsh and Louis Flag for the staff of the Federal Power Com- 
mission. 


Law, Presiding Examiner: Following hearings in consolidated Docket Nos. 
G-1116, G-—1240, G-1317, G-—1344, G-1417, G-1152, G-—1415, G-1379, G—1457, 
G-1509, G-—1616, G-—1625 and G-—1659, the Commission on August 31, 1951, 
issued its Opinion No. 218 (10 F.P.C. 328) in which it directed Panhandle 
Eastern Pipe Line Company (hereinafter called Panhandle) to take steps to 
eliminate certain discrimination which the Commission found to exist. At the 
same time, the Commission adopted an interim order establishing service rules 
and regulations to provide an equitable distribution of natural gas among 
Panhandle’s customers while the designed sales capacity of the Panhandle 
system should remain at 850,000 Mcf per day. In the interim order, the Com- 
mission called attention to the inadequacy of the 850,000 Mcf to meet contract 
demands as they would exist under executed service agreements and nomina- 
tions by affidavits, the total of which demands were stated by the Commission 
to aggregate 1,092,735 Mcf. In this same order, the Commission denied with- 
out prejudice an application of Panhandle to export natural gas to Canada 
for Union Gas Storage Company and five requests for allocation of natural 
gas from the Panhandle system presented either by petition in intervention 
or by application under Section 7(a) of the Natural Gas Act. Included among 
the five were requests of Northern Indiana Fuel and Light Company and the 





* Initial decision became the final decision and order of the Commission by order of 
the Commission issued June 7, 1955, infra, p. 264. 


Epitor’s Note: Affirmed 236 F. 2d 287, 289 (CA3, 1956). 
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City of Auburn, Illinois. A request for delivery of 5,000 Mcf per day to Na- 
tional Utilities Company of Michigan was granted in the same order. Subse- 
quently, on October 15, 1951, the Commission issued a Supplemental Opinion 
218-A (10 F.P.C. 361) and an order modifying the interim order of August 31, 
which said opinion and order made minor changes in the gas allocation for the 
1951-52 winter. 

On March 5, 1952, the Commission issued a further order which, among 
other things, made effective certain service agreements filed by Panhandle on 
January 11 and February 8, 1952. The sum of the winter firm contract de- 
mands in the 47 service agreements so filed amount to 811,634 Mcf, and the 
volumes previously prescribed in Opinion No. 218 for four customers without 
new service agreements [Michigan Consolidated Gas Company (Michigan 
Consolidated), The Gas Service Company (Gas Service), Texas Gas Trans- 
mission Company (Texas Gas), and Central West Utility Company (Central 
West) ] amount to 196,049 Mcf or a total volumetric obligation of 1,007,683 Mcf, 
approximately 157,600 Mcf in excess of the 850,000 Mcf designed capacity. 

On April 30, 1953, the United States Court of Appeals for the Third Circuit 
set aside certain portions of the orders of August 31, 1951, and March 5, 1952. 
The Circuit Court of Appeals concluded, among other things, that in ordering 
Panhandle to eliminate discrimination both on the Liberty Lateral and on the 
main line of its system by the enlargement of facilities, this Commission had 
exceeded its authority under the Natural Gas Act. On August 5, 1953, the 
Court issued its mandate setting aside so much of the order of March 5, 1952 
as required Panhandle to deliver more gas from its system than the said 
system had been designed to deliver or had capacity to deliver, whichever is 
greater. At the same time, the proceedings were remanded to the Commission 
in order that the Commission might, by appropriate administrative action, re- 
duce the maximum amounts of gas required to be delivered to such amounts 
as would eliminate undue discrimination and distribute the designed or actual 
capacity, whichever was greater, of the Panhandle system, among Panhandle’s 
customers. Similar directions were also given as regards the capacity of the 
Liberty Lateral, requiring modification in the same manner to bring the 
service from the said lateral within the limits of its designed or actual capacity, 
whichever was greater. 

Upon consideration of an application by Panhandle to reduce service at 
Detroit to Consolidated from 125,000 Mcf per day to 87,500 Mcf per day, this 
Commission issued its Opinions Nos. 229 and 229-A (11 F.P.C. 167 and 364), 
on June 20 and August 14, 1952, respectively, together with accompanying 
orders denying Panhandle’s said request for reduction of service to Con- 
solidated. This matter also having been appealed to the Third Circuit, the 
Court vacated the Commission’s orders on April 30, 1953, and on August 5th 
remanded the said matter to the Commission for further consideration in the 
light of the Court’s action in the principal matter of the allocation of gas 
from Panhandle’s system. 

By application filed August 27, 1953 (Docket G-2234), Northern Indiana 
Fuel and Light Company (Northern Indiana Fuel) raised its request for a 
gas supply from Panhandle from 1,900 Mcf (previously refused) to 4,000 Mcf, 
of which approximately the original amount would be served in the first year, 
if all firm and interruptible industrial demands upon the utility service of 
Northern Indiana Fuel were supplied by Panhandle. 

By order issued February 18, 1954, the Commission set down for hearing 
the two proceedings remanded to it by the Third Circuit Court of Appeals, 
together with the additional application of Northern Indiana Fuel. In addition, 
the Commission consolidated and set down for hearing with the above de- 
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scribed matters two additional abandonment proceedings on which some 
testimony had been taken and which were then pending before the Commis- 
sion, upon appeal from a Presiding Examiner in the case of Texas Gas 
(G-2101) and upon certification of the record for consideration of a motion 
to dismiss in the case of Gas Service (Docket No. G—1754). 

The Commission also consolidated with the above-styled matters for hearing 
and set down for the same date an application (Docket No. G—2057) of the 
Missouri Public Service Company under Section 7(a) for service from Pan- 
handle. Subsequent to the hearing sessions, the Commission, however, upon 
motion of said Missouri Public Service severed the proceeding in Docket No. 
G-—2057 from the other consolidated proceedings here under consideration. 

Hearing sessions in the consolidated proceedings were begun April 5, 1954 as 
provided in the Commission’s orders issued February 18 and 25, 1954 and were 
concluded August 6, 1954. Both Panhandle and the Commission Staff pre- 
sented plans for distribution of available gas supplies from the system of 
Panhandle among the various utility and other customers of Panhandle. In 
addition thereto, some partial plans for distribution were suggested or pre- 
sented by counsel and the witnesses of other parties to the consolidated 
proceedings. 

During the course of the hearing sessions, the witness Hager, presented by 
Panhandle, testified that the sustained capacity of Panhandle’s system had 
theretofore been increased to 969,000 Mcf per day from the 850,000 Mcf 
eapacity at the time of the earlier Commission action taken in 1952. Of the 
increased capacity, 40,000 Mcf represents additional deliveries from Trunkline 
Gas Company at Tuscola, Dlinois, and the remaining 79,000 Mcf was the result 
of rehabilitation of one of Panhandle’s parallel lines (Line 100) between 
Liberal, Kansas, and Houstonia, Missouri, compressor stations. 

Information submitted by Panhandle in answer to a Commission letter of 
March 5, 1954 and placed in evidence as Item UD by reference shows that 
on the 22nd day of December, 1953, Panhandle actually delivered 1,023,926 Mcf 
of natural gas from its system, of which amount 1,022,820 Mcf were delivered 
north of the Kansas-Oklahoma state line. Approximately 54,000 Mcf of the 
total deliveries on December 22nd are claimed to have been made from line- 
pack, leaving (if this be correct) some 969,000 Mcf to be supplied from 
Panhandle’s daily delivery capacity. 

Panhandle has never failed to meet the requirements of its utility customers 
and we are not informed of any curtailment of service to those industrial 
customers, which it describes in the document in evidence as Item UD as firm 
industrial customers. On the-other hand, the record required that considera- 
tion be given to other figures which indicated that an emergency situation, in 
which some curtailment of utility customers by Panhandle might become neces- 
sary, was possible. 

Panhandle has, by various means, increased its delivery capacity beyond the 
volumes set out as contract demands or the directed equivalent thereof in the 
Commission’s 1952 order which was appealed to the Third Circuit Court. 
While new facilities may not be required to be constructed for expansion of 
service, by reason of the limiting provisions of Section 7(a) of the Natural 
Gas Act, the Commission may (as a condition precedent to any authorization 
for operation of additional facilities which may be required from the Com- 
mission), provide that service be rendered to certain customers in certain 
amounts. 

Panhandle’s acknowledged capacity at the time of hearing was approxi- 
mately 969,000 Mcf. In addition thereto, Panhandle has since received tem- 
porary authorization to construct and operate additional capacity in the amount 
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of 100,000 Mcf. With construction of the temporarily authorized additional 
capacity of 100,000 Mcf completed, Panhandle’s acknowledged capacity is now 
well in excess of the 1,007,683 contract-demand figure established for it by the 
Commission’s orders of August 31 and October 15, 1951 and by the contracts 
subsequently filed by Panhandle in the case of those customers which it wished 
to serve plus the Commission’s requirements for service to Texas Gas, Gas 
Service, Michigan Consolidated and Central West. 

By an interim decision issued December 14, 1954, provisions were made. for 
such allocation of gas as might be necessary to equitably distribute the gas 
available to meet the requirements of Panhandle’s customer demands during 
the heating season of 1954-55. On December 22, 1954 the Commission issued 
an order authorizing operation of additional facilities for transportation of 
100,000 Mcf of natural gas for the construction of which authorization had 
been previously granted. At the same time the Commission allocated the 
excess of such 100,000 Mcf over and above that required to permit delivery 
of contract demand quantities fixed by the Commission’s order of March 5, 
1952 (including the quantities fixed for three of the four customers having 
no filed contracts), among new and old customers of Panhandle on an equitable 
basis for the 1954-55 heating season. No additional gas was allocated to any 
eustomer on the Liberty Lateral. On January 20, 1955, the Commission issued 
an order affirming the Presiding Examiner's interim decision. The intervening 
enlargement of the interstate transportation facilities of Panhandle appear 
to have made moot the question of allocation, except in so far as such alloca- 
tion of gas relates to the Liberty Lateral. Implementing of the record may, 
moreover, be necessary to some extent if it later develops that some further 
allocation of gas from the main line of Panhandle is required. 

The problem of service by Panhandle to customers on the so-called Liberty 
Lateral in Missouri differs from that of the main line. No proposal for en- 
largement of the capacity of the Liberty Lateral has yet been presented by 
Panhandle. It is apparent that all the requirements of customers on the 
Lateral cannot be met by utilization of the existing facilities thereof and that 
this Commission cannot in these proceedings compel the construction of addi- 
tional facilities by Panhandle. Whether the construction of such facilities 
should be made a condition of a certificate for other facilities, now or hereafter 
sought voluntarily by Panhandle, is another question. 

In its opinion issued on August 31, 1951, the Commission made a finding that 
Panhandle’s failure and refusal to offer and afford the customers served from 
the various lateral facilities the same or similar service constituted unlawful 
discrimination in service among customers, and undue preference and advan- 
tage to some customers (East Ohio Gas Company, The Ohio Fuel Gas Company 
and Michigan Gas Storage Company receiving deliveries through the “Maumee” 
and “Adrian” laterals) and undue prejudice and disadvantage to others (espe- 
cially Central West and Missouri Power & Light Company receiving deliveries 
through the “Liberty” lateral) in violation of the Natural Gas Act. This 
finding was not modified or reversed by the Circuit Court on review. When 
additional capacity on Panhandle’s system available to customers other than 
those on the “Liberty” lateral is constructed and operated, further and similar 
unlawful discrimination in service among Panhandle’s customers will neces- 
sarily result, unless the construction and operation of such additional system 
capacity is conditioned upon Panhandle’s application for certification, and 
construction and operation when and if authorized, of sufficient additiona} 
delivery capacity on the “Liberty” lateral to enable Panhandle’s customers 
which can receive gas service from Panhandle only through deliveries from 
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ttie Liberty Lateral to receive their equitable share of the additional natural 
gas made available by the added system capacity. 

In this proceeding, the issue of authorization of additional system capacity 
is not involved. Hence, this means of removing and preventing unlawful 
discrimination in service is not available to the undersigned hearing officer. 

Central West and Public Service contend that additional capacity may be 
added (or rather restored) to the Liberty Lateral by rehabilitation of existing 
facilities. Unfortunately for this contention, the evidence presented fails to 
establish one of the necessary premises for ordering any increase of the lateral’s 
capacity by rehabilitation. As has been pointed out by both Panhandle and 
the Commission Staff in their respective briefs, there was no showing that the 
Liberty Lateral ever had the capacity to deliver larger volumes of gas than 
those delivered by it in the 1953-54 heating season. Attempts to tie together 
the original maximum capacity of the pipe and the capacity of valves in- 
stalled several years after the line was placed in operation failed because 
portions of the pipe installed in the line were not standard pipe and it is 
now impossible to determine what volumes might have been transported 
through such sections if the present valves had been installed when the line 
was constructed. In the absence of evidence that the capacity of the lateral 
was ever greater than at present, it is impossible to make the necessary 
finding that a former greater capacity can be restored by reconstruction or 
rehabilitation. The one thorough test shown to have been made was subse- 
quent to installation of the new valves and resulted in a pipe rupture at 
327 pounds pressure. This rupture was not shown to have been related in 
any way to corrosion or other deterioration of the pipe and occurred sufficiently 
close to the 325 pound pressure maximum claimed by Panhandle to give 
support to this claim. 

Panhandle presented a plan which would distribute the present capacity of 
the Liberty Lateral by cutting off service to Gas Service entirely, by reducing 
service to Central West from the present contract demand of 10,000 Mcf to 
7,500 Mcf and by increasing the volume deliverable to Missouri Power & Light 
at Excelsior Springs from 2,500 Mcf to 3,722 Mecf. This proposal not only 
assumes the grant of authority to Panhandle to abandon service to Gas Service, 
but also assumes the approval by the Commission of Panhandle’s request to 
abandon service under an exchange agreement with Cities Service Gas Company 
(Cities Service), which is the subject of a proceeding at Docket No. G—2374, 
not a part of the consolidated proceedings here under consideration. 

The path of equity is not a one-way street and there are problems to be. 
considered here other than the wishes of Panhandle. Pending hearing and 
action thereon, it cannot be assumed that the exchange agreement will be dis- 
continued. Moreover, while the record shows a contract between Cities Servicé 
and Gas Service, there is no showing of physical ability of Cities Service to 
supply gas to Gas Service. The affiliation between Cities Service and Gas 
Service is now broken and the same limitation of authority, which bars this 
Commission from requiring construction and operation of new and additional 
facilities in the Liberty Lateral, also prevents it from compelling Cities Service 
to enlarge its transmission facilities (if necessary) in order to supply all the 
needs of Gas Service in the territory now served with gas from the Liberty 
Lateral or received under the exchange agreement. 

The Panhandle proposal to reduce the contract demand of Central West to 
7,500 Mcf offers no solution since the volumes available to Central West 
through the present facilities on the 1953-54 peak day were considerably 
below this figure and equity compels us to continue these volumes as peak 
day volumes for each of the three major customers on the Liberty Lateral 
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until larger facilities are constructed or a showing made in some future pro- 
ceeding which will justify discontinuance of one or more of the services. The 
relinquishment by Central West of a portion of the area which it formerly 
served has decreased the peak needs of that company and might justify a 
reduction of contract demand in the amount suggested (or possibly even in a 
greater amount) if the contract demand charge were an effective part of 
Panhandle’s billing to Central West. However, since Panhandle cannot be 
permitted to collect a demand charge for volumes which it cannot supply 
under peak conditions, this. problem is purely academic and is disregarded here. 

Panhandle also proposed in its plan for reducing maximum amounts of gas 
required to be delivered (Exhibit 612) that the contract demand quantities of 
125,000 Mcf and 2,000 Mcf for Michigan Consolidated at Detroit and Ann Arbor 
respectively, heretofore fixed by the Commission, be reduced to a total of 
87,500 Mcf. In its initial brief, Panhandle contends that such reduction would 
effect the purpose of the United States Court of Appeals for the Third Circuit 
in vacating the Commission’s orders of June 20 and August 14, 1952 and re- 
manding the proceeding in our Docket No. G-—1725 to the Commission for 
further consideration. It is impossible to reach this conclusion upon the 
record. 

In the Third Circuit decision of April 30, 1953 and mandate of August 5, 
1953, the Commission’s orders accompanying Opinions Nos. 229 and 229-A were 
vacated so that the Commission might reconsider Panhandle’s application to 
reduce deliveries to Michigan Consolidated “in the light of existing circum- 
stances”. This means, of course, the conditions existing at the time of recon- 
sideration. Because of intervening system expansion, there is no present cir- 
cumstances requiring a general reduction (prorata or otherwise) of contract 
demands on Panhandle’s main line. ‘Thus, any circumstance now requiring the 
proposed reduction must be a circumstance peculiar to the relationship between 
Panhandle and Michigan Consolidated. No such circumstance, which would 
change the conditions existing at the time of issuance of Opinions Nos. 229 
and 229-A, has been shown to exist. The burden of showing such changed 
conditions is upon the proponent of the partial abandonment, since the earlier 
decision of the Examiner and of the Commission was adverse to the partial 
abandonment or reduction of deliveries. 

The Commission’s previous action was based upon the public interest and 
it has not been shown that such public interest has changed since the previous 
action or that Michigan Consolidated is now able to adequately supply its 
customers in the Detroit and Ann Arbor areas from sources other than Pan- 
handle. True, there was some discussion and argument during the hearing 
about proposed alternative supplies of natural gas, which Michigan Con- 
solidated hopes to obtain in the future from American Louisiana Pipe Line 
Company (American Louisiana), an affiliated company. At the present time, 
American Louisiana has only a conditioned authorization to construct a pipe 
line. The adequacy ef the reserves available to American Louisiana, the 
method by which the line of that company will be financed and the rates at 
which it will sell to Michigan Consolidated are undetermined at this time. Any 
attempt to relate Michigan Consolidated’s right to receive Panhandle gas to 
the proposed supply from American Louisiana (at this time) is premature. 
Panhandle will be free to seek relief in the future from this Commission if 
and when (if ever) the nebulous vapours now composing the American 
Louisiana project become sufficiently condensed and solid to have an effect upon 
the Detroit and Ann Arbor markets. All in all, no grounds exist for changing 
the determination heretofore made by Examiner Costello and the Commission 
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that Panhandle’s application for authority to reduce deliveries to Michigan 
Consolidated under its Limited Service Rate Schedule should be denied. 

Docket No. G-2101 is a proceeding upon an application filed by Panhandle, 
December 12, 1952, pursuant to Section 7(b) of the Natural Gas Act for 
authority to abandon service of 18,000 Mcf per day to Texas Gas. The contract 
under which service was originally begun expired August 31, 1953. On Jan- 
uary 5, 1954, Hearing Examiner Simpson issued an initial decision, after hear- 
ing and briefs, authorizing abandonment as requested by Panhandle. Texas 
Gas appealed to the Commission from this initial decision and the Commission 
thereupon stayed the order accompanying said initial decision and included 
G-2101 in the present consolidated proceedings, to permit further testimony 
therein. 

The only further testimony as to the Texas Gas abandonment proceeding 
was that given by L. E. Ingham, Vice President of Texas Gas, in connection 
with the gas allocation phase of these proceedings, together with answers to 
one or two questions asked L. B. Schiesz, President of Indiana Gas and Water 
Company, Inc. (Indiana), by the Presiding Officer during the course of the 
same phase of the proceedings. When testimony relating to the abandonment 
was called for, counsel for Texas Gas expressed a willingness to stand on the 
existing record. Since the burden of justifying any modification of another 
Examiner’s decision rests upon the party seeking modification thereof, it be- 
comes necessary to review the meager record made in this hearing by Messrs. 
Ingham and Schiesz. This testimony does show that 13,500 Mcf of the natural 
gas now received by the “Horseshoe System” of Indiana from Texas Gas must 
necessarily be supplied to Texas Gas by Panhandle either at Montezuma or 
at Danville, Indiana. 5,000 Mcf of this gas is delivered to Indiana through 
a lateral line running eastward from a point near Terre Haute, Indiana, to 
Martinsville (being all the gas which can be so delivered) and the remaining 
8,500 Mcf is transported from Danville to Martinsville through a delivery 
lateral operated by Texas Gas. The remaining 4,500 Mcf received by Texas Gas 
from Panhandle goes to other customers of Texas Gas, being most commonly 
utilized at Terre Haute. 

The record does show that until other facilities can be constructed, either 
by Texas Gas or Indiana, the public interest requires continuance of the 
13,500 Mcf service by Panhandle to Texas Gas for delivery to Indiana at 
Martinsville. On March 31, 1955, this Commission issued an order at Docket 
No. G-6854 authorizing construction by Texas Gas of approximately 116 miles 
of 8, 10 and 12-inch pipe line in Kentucky and Indiana to serve the Horseshoe 
System of Indiana. When completed, these new facilities will obviate the 
necessity for continued supply of Panhandle gas to the Horseshoe System. 
The order in G-—6854 provides that the new Texas Gas facilities shall be 
completed and placed in operation within nine months from March 31, 19565. 
The order also directs Texas Gas to file within 15 days, from March 81, a 
statement that it—Texas Gas—has no objection to the abandonment of the 
service here under consideration, when and after deliveries to Indiana from 
the facilities authorized in Docket No. G—6854 are begun. 

The present necessity of any part of the 4,500 Mcf not utilized for service 
to Indiana is not too clearly apparent from the record. There is, however, 
one statement by Mr. Ingham which constitutes at least an indication that 
(as of April 8, 1954, when he testified) 3,500 Mcf of the 4,500 Mcf may have 
been necessary to meet the gas demands upon Texas Gas in or near Terre 
Haute. Because of this statement and in view of the condition attached to 
the G-6854 order by the Commission, together with the anticipation that the 
new facilities of Texas Gas may be completed before occurrence of a 1955-56 
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heating peak, we do not require immediate abandonment as to all of the 
4,500 Mcf, but authorize the present abandonment of 1,000 Mcf, with the 
further provision that all of the remaining 17,000 Mcf of service by Panhandle 
to Texas Gas may and shall be abandoned upon completion of that portion of 
the G—6854 facilities described as items (3), (4) and (5) and stated in the 
application therefor to be constructed in order to supply natural gas to the 
Horseshoe System of Indiana, and in any event, not later than January 1, 1956. 

There remain, for consideration in these proceedings, two applications pur- 
suant to Section 7(a) of the Natural Gas Act for orders directing Panhandle 
to deliver volumes of gas to new customers. A third 7(a) application, upon 
which testimony was taken during these hearings, is not before us, by reason 
of the Commission’s action in severing the Missouri Public Service Company 
proceeding (Docket No. G—2057). 

The two remaining 7(a) applications are those of the City of Auburn, Illinois, 
for 1,000 Mcf (Docket No. G-1659) and Northern Indiana Fuel and Light 
Company (Northern Indiana Fuel) for a maximum 4,000 Mcf (Docket No. 
G—2234). The record shows that the 4,000 Mcf request of Northern Indiana 
Fuel is based upon an estimated fifth year demand of approximately 3,700 Mcf 
and the 1,000 Mef request of Auburn is based upon the number of customers 
estimated for ultimate development with approximately half the ultimate de- 
mand estimated for the first year. In view of the existence of distribution 
facilities in almost all of the territory to be served by Northern Indiana Fuel 
and that applicant’s statement that the necessary connecting transmission line 
eould be built in 35 days, delivery of 1,000 Mcf to Northern Indiana Fuel has 
been authorized, pending final action upon the application at G-—2234. 

The 1,000 Mcf per day interim authorization to Northern Indiana Fuel was 
affirmed by order of the Commission issued January 20, 1955. Because of lack 
of distribution facilities, no service could be rendered to Auburn, [linois,? in 
the 1954-55 winter season. Such facilities can, however, be constructed in 
time for service in the 1955-56 winter season. 

Pending authorization of additional facilities (over and above the 100,000 Mcf 
used to meet 1954-55 peaks of Panhandle) or the abandonment of all service 
to Texas Gas, there is available to the two 7(a) applicants only 1,000 Mcf 
presently allocated to Northern Indiana Fuel on an interim basis, and an addi- 
tional volume of 1,000 Mcf obtained by the immediate abandonment of that 
portion of the service to Texas Gas, which was admitted by the witness Ingham 
to be dispensable to and not presently required by that Company. Since 
Auburn, Illinois, has a first year requirement of approximately 500 Mcf (Ex- 
hibit 715), the public interest requires that the 1,000 Mcf immediately taken 
from Texas Gas be divided equally between the two 7(a) applicants. When 
the remaining 17,000 Mcf delivery to Texas is discontinued on or before 
January 1, 1956, the full requests of both 7(a) applicants can be met. 

Panhandle admits its willingness to serve Auburn, Illinois, and Northern 
Indiana Fuel in accordance with their respective 7(a) applications if the 
Commission so directs. In fact, by its Exhibit No. 612, Panhandle proposed 
to serve both applicants, subject to the availability of gas, released by the 
abandonment proceedings. The granting of Panhandle’s application to abandon 
service to Texas Gas makes the necessary 5,000 Mcf available when the 
abandonment becomes fully effective. It is aecordingly hereinafter ordered 
that the applications of Auburn, Dlinois, (Docket G-—1659) and Northern 
Indiana Fuel (Docket G—2234) be granted, subject to the provision that de- 


1 The state is designated to avoid confusion with Auburn, Indiana, which is one of the 
eommunities served by Northern Indiana Fuel and the site of that applicant's principal 
office. 
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liveries shall not exceed 500 Mcf per day to Auburn, Illinois, and 1,500 Mcf 
per day to Northern Indiana Fuel, until January 1, 1956 or until prior notice 
that the facilities of Texas Gas for delivery of natural gas to the Horseshoe 
System of Indiana, authorized at Docket G-6854, are completed and in 
operation. 

FURTHER FINDINGS AND CONCLUSIONS 


Upon the facts in evidence, together with the pleadiags and the briefs and 
arguments of counsel, it is further found and concluded that: 

(1) Panhandle Eastern Pipe Line Company is a corporation organized and 
existing under the laws of Delaware, with principal offices at Kansas City, 
Missouri, and is a “natural-gas company” by virtue of the ownership and 
operation of an integrated interstate pipe-line system, situated in the States of 
Texas, Oklahoma, Kansas, Missouri, Illinois, Indiana, Ohio and Michigan. 

(2) Panhandle had, as of the close of the hearing sessions in the present 
consolidated proceedings, August 6, 1954, a delivery capacity of not less than 
969,000 Mecf per day in its integrated system, north of the Kansas-Oklahoma 
state line. In its application, filed May 18, 1954 in Docket No. G—2433, Pan- 
handle admitted and claimed an existing capacity of 970,000 Mcf per day. 

(3) On September 2, 1954, Panhandle was granted temporary authorization 
for the construction of approximately 294.6 miles of pipe line stated by Pan- 
handle, in its application filed June 10, 1954 for temporary authorization, to 
be necessary in order to increase the sales capacity of its integrated system 
by 100,000 Mcf per day. On December 22, 1954, an order authorizing tem- 
porary operation of such facilities was issued. 

(4) The maximum firm peak demand of Panhandle’s utility customers and its 
own domestic and commercial direct customers during the winter season of 
1953-54, on a non-concurrent basis and computed by adding together the de- 
mands of customers on their peak days when available, amounted to 1,017,685 
Mef, at zero Fahrenheit. 

(5) By its order of December 22, 1954 granting temporary authorization for 
operation of facilities to deliver 100,000 Mcf of additional natural gas by 
Panhandle, the Commission allocated until March 31, 1955, the balance up to 
99,000 Mcf of such gas, after fulfillment of Panhandle’s existing firm utility 
and residential demands, and reserved 1,000 Mcf then authorized by an interim 
order for service to Northern Indiana Fuel. The interim order was confirmed 
by order issued January 20, 1955. 

(6) During the intervening winter seasons since the issuance of the Com- 
mission’s Opinion 218 providing for removal of certain discriminations and 
establishing service rules for use when demands on the system of Panhandle 
should exceed the then admitted capacity of 850,000 Mcf per day, Panhandle 
has apparently never restricted firm gas deliveries to its main line utility 
customers. 

(7) Since completion and the beginning of operation of the facilities, for 
the construction of which temporary authorization was granted September 2, 
1954, Panhandle appears to have been able to meet all demands of its utility 
and other customers, on its main line, for firm gas supply. 

(8) There appears to be no present need for allocation of gas supply among 
utility customers on Panhandle’s main line. 

(9) The maximum peak day delivery to utility customers on the Liberty 
Lateral in 1953-54 was 5,540 Mcf to Central West, 2,909 Mcf to Missouri 
Power and Light Company, 544 Mcf to Louisburg Gas Company and 15,180 Mcf 
to Gas Service. A portion of the Gas Service supply was furnished by sub- 
stitution of gas received in exchange from Cities Service. 
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(10) Since there is no proposal to enlarge the capacity of the Liberty 
Lateral and this situation, with its implications, has been known to the cus- 
tomers dependent upon said lateral for service, such customers must be deemed 
to have attached such new consumers as have been attached since their 
receipt of notice of the order of the Third Circuit Court adopted April 30, 
1953, at their own risk. 

(11) The public interest requires that future maximum deliveries to utility 
customers from the Liberty Lateral should be fixed at the peak volumes de- 
livered to each utility on the 1953-54 peak day, except that the location of 
Louisburg Gas Company near the take-off point of the lateral justifies a 
rounding off of the volume to be supplied at 550 Mcf per day as a maximum. 

(12) The right of Panhandle to collect contract demand charges from 
utility customers on the Liberty Lateral should be limited to the appropriate 
charges for the volumes herein allocated as maximums. 

(13) Texas Gas has failed to meet the burden upon it of showing its need 
for retention beyond January 1, 1956 of any part of the 18,000 Mcf per day 
limited service delivery which Panhandle seeks to abandon. 

(14) Texas Gas has established its need for 13,500 Mcf of Panhandle gas to 
serve the Horseshoe System of Indiana and its possible need of an additional 
8,500 Mcf of said gas for service of other utility customers, pending con- 
struction of certain facilities of Texas Gas presently authorized in Docket 
No. G-—6854 and to be constructed prior to January 1, 1956. 

(15) The present and future public convenience and necessity permit the 
immediate abandonment of 1,000 Mcf of the present limited service delivery by 
Panhandle to Texas Gas and the further abandonment of service of the re- 
maining 17,000 Mcf of such service on January 1, 1956 or upon the earlier 
completion of construction and beginning of operation of the facilities of Texas 
Gas, the construction and operation of which have been authorized in Docket 
No. G-6854. 

(16) Panhandle has failed to meet the burden of justifying its proposed 
partial abandonment of its limited service deliveries to Michigan Consolidated 
at Detroit and Ann Arbor, Michigan. 

(17) Panhandle has failed to meet the burden of justifying its proposed 
abandonment of service to Gas Service from the Liberty Lateral, or to show 
that consumers now supplied by Gas Service with gas transported through 
said lateral by Panhandle or supplied under an exchange basis as a part of 
said service by Panhandle will be adequately served if abandonment is 
authorized. 

(18) Panhandle’s original proposal to abandon main line as well as Liberty 
Lateral service to Gas Service has been dropped by reason of stock-ownership 
changes which have broken the ties of affiliation formerly existing between 
Cities Service and Gas Service, as stated in the “Reply Brief” of Panhandle, 
filed November 22, 1954 in these proceedings. 

(19) The public interest does not now permit the abandonment by Panhandle 
of any part of the services now rendered by it to Michigan Consolidated and 
Gas Service. 

(20) Northern Indiana Fuel and Light Company is an Indiana corporation 
with its principal piace of business at Auburn, Indiana, heretofore serving 
manufactured gas as a public utility in five communities in DeKalb and Noble 
Counties, Indiana. 

(21) Northern Indiana Fuel proposed, by the construction of a line thirty- 
four miles long and wholly within the State of Indiana, to transport natural 
gas from a point near Edgerton, Indiana, on the system of Panhandle to 
Auburn, and to substitute natural gas for the manufactured gas now supplied 
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to its customers. It proposes later by construction of distribution facilities 
to extend natural gas service to other communities in the two counties where 
its facilities are located. 

(22) Northern Indiana Fuel alleged without contradiction that its manu- 
facturing facilities are in such bad shape as to make insecure and dangerous 
the dependence of domestic and commercial customers upon such facilities for 
service in the future. 

(23) Peak gas demands on Northern Indiana Fuel for the first year of 
natural gas operation is estimated at 1,868 Mcf, of which 1,104 Mcf is listed 
as interruptible industrial, and the fifth year demands are estimated at 
8,699 Mcf. 

(24) Auburn, Illinois, is a municipal corporation of the State of Illinois, 
with authorization to construct a natural-gas distribution system and the 
necessary connecting facilities to permit taking of natural gas from the 
system of Panhandle. 

(25) Auburn, Dllinois, has an estimated natural-gas demand of 501.4 Mcf in 
the first year and an ultimate estimated natural-gas demand of 1,098.11 Mcf. 

(26) Northern Indiana Fuel and Auburn, Illinois, seek maximums of 4,000 
Mcf and 1,000 Mcf, respectively, from Panhandle in their applications filed under 
Section 7(a) of the Natural Gas Act. ° 

(27) Panhandle has proposed service to both Northern Indiana Fuel and 
Auburn, Illinois, in its plan of allocation of gas presented as Exhibit 612 in 
the present proceedings and has voluntarily entered into contracts with these 
two proposed customers, subject to this Commission’s action and approval. 

(28) Approximately 2,000 Mcf per day is now available for service to 
Northern Indiana Fuel and Auburn, Illinois, through construction temporarily 
authorized in Docket G—2433 and through immediate discontinuance of a por- 
tion of the service heretofore furnished to Texas Gas, and additional volumes 
of 3,000 Mcf will become available upon the complete abandonment of service 
by Panhandle to Texas Gas, not later than January 1, 1956. 

(29) Panhandle can deliver 2,000 Mcf per day at present and 5,000 Mcf 
per day, not later than January 1, 1956, to Northern Indiana Fuel and Auburn, 
Illinois, without any undue burden upon itself and without impairing its ability 
to render adequate service to its customers. 

(30) It is necessary and desirable in the public interest that Panhandle 
maintain its present connection with Northern Indiana Fuel and deliver to said 
Northern Indiana Fuel a maximum of 1,500 Mcf per day pending completion 
of facilities presently under construction by Texas Gas for service to the 
Horseshoe System of, Indiana, or in any event not later than January 1, 1956 
and deliver to Northern Indiana Fuel a maximum of 4,000 Mcf per day 
thereafter under its G—1 rate schedule. 

(31) It is necessary and desirable in the public interest that Panhandle 
establish a connection with Auburn, Illinois, and deliver to the aforesaid city 
a maximum of 500 Mcf per day pending completion of facilities presently 
under construction for service to the Horseshoe System of Indiana, or in any 
event not later than January 1, 1956 and deliver to said Auburn, Illinois, 
a maximum of 1,000 Mcf per day thereafter, under its SG-2 rate schedule. 


ORDER 


Wherefore, it is ordered, subject to the right of review by the Commission, 
as provided in its Rules of Practice and Procedure, that: 

(A) Panhandle is hereby authorized and directed to abandon 1,000 Mcf of 
the 18,000 Mcf delivery to Texas Gas under its Rate Schedule LS-1, which is 
the subject of Docket No. G-2101, immediately upon this order becoming final 
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and to abandon the whole of its said LS-1 service to Texas Gas on January 1, 
1956 or upon earlier notice that the facilities of Texas Gas for substitute 
service to the Horseshoe System of Indiana, heretofore authorized in Docket 
No. G-—6854, have been completed. 

(B) The applications of Panhandle for authority to abandon service to 
Michigan Consolidated in Docket No. G-1725 and to Gas Service in Docket 
No. G—1754 are hereby dismissed. 

(C) The interim authorization heretofore granted in Docket No. G—2234 
directing Panhandle to establish a connection and make deliveries of natural 
gas to Northern Indiana Fuel is hereby made permanent, provided, however, 
that, from and after the date when this order becomes the action of the Com- 
mission, deliveries shall not exceed 1,500 Mcf per day until January 1, 1956 
or the earlier notice of the completion and beginning of operation of the 
facilities of Texas Gas referred to in (A) above and shall not thereafter 
exceed 4,000 Mcf per day. 

(D) Panhandle is hereby authorized and directed to establish a connection 
and to deliver natural gas to the City of Auburn, Illinois, in accordance with 
the prayer of the petition of the said City in Docket No. G—1659, provided, 
however, that no volumes in excess of 500 Mcf per day shall be delivered to 
the said City until January 1, 1956 or the earlier notice of the completion and 
beginning of operation of the facilities of Texas Gas referred to in (A) above. 
Notice of completion shall be filed within thirty days after connecting facilities 
are constructed. This action is conditioned upon construction of the necessary 
distribution facilities by the City within one year from issuance of this order. 

(E) Whenever Panhandle is unable to supply all the demands of resale 
customers on the Liberty Lateral, deliveries to Louisburg Gas Company from 
the said Lateral shall be limited to 550 Mcf and volumes delivered to Central 
West, Gas Service and Missouri Power & Light Co., respectively, shall not 
exceed those delivered to them on January 21, 1954, and Panhandle shall not 
collect from the aforesaid customers demand charges for any greater volumes. 


GLEN R. Law, 
Presiding Examiner. 


Order modifying and affirming as modified initial decision 
June 7, 1955 


On April 19, 1955, there was issued the Presiding Examiner’s decision in the 
above-entitled proceeding. Subject to review by the Commission, the Examiner 
ruled that Panhandle Eastern Pipe Line Company (Panhandle) should be per- 
mitted to abandon service to Texas Gas Transmission Corporation under con- 
ditions more fully described in the initial decision. Panhandle’s applications 
for authorization to abandon service to Michigan Consolidated Gas Company 
and Gas Service Company were denied. Panhandle was directed to deliver 
natural gas in specified amounts to Northern Indiana Fuel & Light Company 
(Northern Tndiana Fuel) and the City of Auburn, Dlinois (Auburn), and to 
establish a physical connection of its facilities with those of Auburn for such 
purpose.1 Finally, there was prescribed a continuation of service rules govern- 
ing deliveries of natural gas to customers being served from Panhandle’s 
Liberty Lateral. 


1 By Commission Order issued January 20, 1955, 14 F.P.C. 189, a previous decision of 
the Presiding Examiner directing the establishment of a connection between Panhandle’s 
facilities and those of Northern Indiana Fuel was affirmed. 
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Exceptions to the Presiding Examiner’s decision were filed by counsel for 
Missouri Power & Light Company and Central West Utilities Company, Pan- 
handle and the Commission Staff. 

We have examined in detail each of the exceptions filed and have concluded 
that but three of the exceptions warrant further comment or present objec- 
tions to the Presiding Examiner’s decision, upon which basis we consider 
modification necessary. 

The first of these exceptions is Panhandle’s Exception: No. 1 concerning the 
Examiner's findings on page 255 of the decision and numbered Finding (2) on 
page 261 of the decision, wherein statements were made as to extent of Pan- 
handle’s sustained capacity. Inasmuch as it is unclear whether the capacities 
referred to are actually sustained capacities, and the problem of Panhandle’s 
ability to serve contract demands undertaken by it or imposed upon it by the 
Commission is not necessarily a question of what volume deliveries may be 
sustained throughout the entire winter period, we consider it sufficient to note 
that Panhandle had an adequate capacity, prior to the construction of the 
facilities authorized in Docket No. G—2433, to serve contract demands of 
969,000 Mcf per day. We therefore shall amend the first sentence of the last 
paragraph of page 255 of the Examiner’s decision to read as follows: 

From the evidence of record it appears that Panhandle’s ability to serve 
contract demands of its customers had, prior to the hearing, been increased to 
969,000 Mcf per day from the 850,000 Mcf capacity existing at the time of the 
earlier Commission action taken in 1952. 

Further, we shall modify Finding (2) of the Presiding Examiner’s initial 
decision to read as follows: 

(2) Panhandle had, as of the close of the hearing session in the present con- 
solidated proceedings, August 6, 1954, adequate delivery capacity to serve 
contract demands totaling 969,000 Mcf per day from its integrated system north 
of the Kansas-Oklahoma state line. 

The second exception which we shall consider is Panhandle’s Exception No. 3, 
found on page 4 of its exceptions. While we consider that the Presiding: Px- 
aminer’s decision has properly limited Panhandle’s obligation to deliver from 
its Liberty lateral, such limitation should be effectuated by means of a specifica- 
tion of the contract demands of Panhandle’s customers served from the Liberty 
lateral, rather than by way of a limitation on the amount of demand charges 
that may be collected while retaining contract demands which exceed the 
lateral capacity. We therefore will modify Finding (12) so that the final 
period becomes a comma, and there is added the following: 

and such volumes will become the maximum Contract Demands applicable 
to deliveries from the Liberty Lateral or the aggregate of Maximum Daily 
Delivery Obligations at Points of Delivery on said lateral, as the case may be. 

Correspondingly, Ordering Paragraph (E), found on page 264 of the Initial 
Decision, shall be modified to read as follows: 

(E) The Contract Demands or the aggregate of Maximum Daily Delivery 
Obligations from Points of Delivery on the Liberty Lateral shall be the 
following: 

(i) Louisburg Gas Company, Contract Demand, 550 Mcf 

(ii) Central West Utility Company, Contract Demand, November through 
March, 5,540 Mcf 

(iii) Gas Service Company, aggregate of Panhandle’s Maximum Daily De- 
livery Obligations from Points of Delivery on the Liberty Lateral, 15,180 Mcf 

(iv) Missouri Power and Light Company, aggregate of Panhandle’s Maximum 
Daily Delivery Obligations from Points of Delivery on the Liberty Lateral, 
2,909 Mcf. 


468917—59-———-20 
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A further paragraph (F) shall be added to the order as follows: 

(F) Panhandle shall file, within 30 days of the issuance hereof, service 
agreements with each of the customers being served from the Liberty Lateral 
providing for Contract Demands or Maximum Daily Delivery Obligations from 
Points of Delivery on the Liberty Lateral, as set forth in (E) above and such 
summer contract demands as may be negotiated with Central West Utility 
Company. 

The third exception we will consider is the exception of Staff Counsel relative 
to the volume of gas which Panhandle should be directed to deliver to Northern 
Indiana Fuel. We believe that the capacity of Panhandle’s system is not so 
adequate as to justify the reservation to this new customer of 4,000 Mcf, a 
volume which exceeds Northern Indiana Fuel’s fifth year full requirements 
including complete service to interruptible customers. We therefore shall pro- 
vide as contract demand for Northern Indiana Fuel a figure of 2,000 Mcf, 
which is more than adequate to serve that company’s third year estimated 
requirements. This, of course, is without prejudice to further allocation to 
Northern Indiana Fuel upon proper showing of firm requirements in any other 
proceedings involving allocation of Panhandle’s capacity. In furtherance of 
the limitation of Panhandle’s obligations to Northern Indiana Fuel, the figure 
of 3,000 Mcf in Finding (28) shall be changed to 1,000 Mcf, the figure of 
5,000 Mcf in Finding (29) shall be changed to 3,000 Mcf, and the figure of 
4,000 Mcf in Finding (30) shall be changed to 2,000 Mcf. Additionally, the 
figure of 4,000 Mcf in Ordering Paragraph (C) shall be changed to 2,000 Mcf. 

Upon our consideration of all exceptions to the initial decision of the Pre- 
siding Examiner, we have determined that, to the extent such exceptions are 
inconsistent with our order herein, they should be denied as hereinafter ordered. 

Upon consideration of the prior record in this proceeding, the initial decision 
of the Presiding Examiner, and the exceptions filed, the Commission orders: 

(A) The Presiding Examiner’s Initial Decision and the findings and form 
of order contained therein be and the same are hereby modified as has been 
provided in the text hereof. 

(B) The Initial Decision of the Presiding Examiner filed April 19, 1955, 
in this proceeding, as modified herein, shall become effective as the decision 
of the Commission as of the date of issuance of this order. 

(C) To the extent that the filed exceptions to the Initial Decision are 
inconsistent with the order of the Commission herein, such exceptions be and 
the same are hereby denied. 


IN THE MATTERS OF 


TEXAS EASTERN TRANSMISSION CORPORATION, G-2573; CITY OF 

ANNA, ILLINOIS, G-2501; CITY OF JONESBORO, ILLINOIS, G-—2502; 

MISSISSIPPI VALLEY GAS COMPANY, G-4716; HARTSVILLE GAS 
COMPANY, G-6876 


Upon Applications for Certificates of Public Convenience and Necessity 
May 18, 1955* 
Syllabus 


Commission issues certificates of public convenience and necessity under sec- 
tion 7 of the Natural Gas Act (1) to Texas Eastern authorizing the sale 


* No exceptions to the initial decision having been filed or review initiated by the Com- 
mission, the decision became effective on June 21, 1955, as the final decision and order of 
the Commission. 
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and delivery of gas to certain customers, and (2) to Mississippi Valley 
authorizing the construction and operation of certain facilities. P. 279. 


Charles I. Francis, R. Clyde Hargrove, Elmon W. Holmes, Keith M. Pyburn, 
Frank J. Peragine, and Sterling W. Steves for Texas Eastern Transmission 
Corp. 

Martin L. Friedman, Sidney F. Moodey, and John H. Carter for the cities 
of Anna and Jonesboro, Illinois. 

Francis H. Caskin for Mississippi Valley Gas Co. 

M. Watkins Ewell for Hartsville Gas Co. 

Sherman §S. Poland for the staff of the Federal Power Commission. 


Law, Presiding Examiner: These consolidated proceedings originate in pro- 
posals for the disposition of 16,8310 Mcf per day of unallocated capacity 
(@ 14.73 psia) claimed to exist in the natural-gas transmission system of 
Texas Eastern Transmission Corporation (Texas Eastern). On August 24, 
1954, Texas Eastern filed an application (Docket No. G-—2573) for authority 
to increase the maximum quantities available to seven existing customers by 
an aggregate amount of 3,335 Mcf per day. By an order issued December 17, 
1954, the Commission consolidated for hearing the proceeding in Docket No. 
G-2573, applications under Section 7(a) filed by the City of Anna, Illinois 
(Anna), and the City of Jonesboro, Illinois (Jonesboro), both filed July 26, 
1954, asking that Texas Eastern be directed to deliver to the respective cities 
sufficient quantities of natural gas to meet the anticipated fifth year require- 
ments of the said cities, and an application under Section 7(c) filed Novem- 
ber 8, 1954 by Mississippi Valley Gas Company (Mississippi) for authority 
to construct and operate facilities for transmission of natural gas from the 
system of Texas Eastern to the communities of Ethel and McCool, Mississippi. 
On the same day when the order of consolidation was adopted, the Com- 
mission also authorized intervention by Anna, Jonesboro and Mississippi in 
the proceeding at Docket No. G-2573, as well as the intervention of thirteen 
other applicants for allocation of gas from Texas Eastern. Three of the 
intervenors were customers for whom additional quantities were proposed in 
the Texas Eastern application. By the same order, the Commission authorized 
intervention of The Manufacturers Light and Heat Company (Manufacturers) 
which opposed any allocation to United Gas Improvement Company (United), 
also an intervenor, which seeks a supplementary source of supply for two 
divisions of its system now being served by Manufacturers. 

Subsequent to the consolidation and intervention orders issued December 17, 
1954, Illinois Electric & Gas Company (Illinois Electric), one of the seven 
eustomers originally proposed for additional service by Texas Eastern, was 
authorized to intervene. On January 19, 1955, counsel for Tennessee Gas 
Company and Tennessee Gas Pipe Line Company (affiliated companies) filed 
a motion to substitute the latter for Tennessee Gas Company as an inter- 
venor. At the same time and in the same motion, Tennessee Gas Pipe Line 
Company (hereinafter called Tennessee Pipe Line) withdrew the request for 
204 Mcf daily of additional service to Murfreesboro, Tennessee, previously 
made by Tennessee Gas Company, but reiterated the desire stated in the 
original intervention petition of Tennessee Gas for a volume of gas to serve 
the Sewart Air Force Base at Smyrna, Tennessee. The substitution petition 
was granted on the eve of the beginning of the hearing. 

Prior to the hearing, South Jersey Gas Company filed a petition to with- 
draw its intervention because a sufficient additional supply of gas from the 
Transcontinental Gas Pipe Line Company System was proposed to be made 
available to it by Transcontinental. Moreover, it developed at the opening of 
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the proceeding that Texas Eastern’s proposal to serve an additional 612 Mcf 
per maximum day to the Borough of Chambersburg, Pennsylvania, had been 
dropped. Two additional applicants for gas from Texas Eastern, to wit: 
Hartsville Gas Company (Hartsville) and the City of Lafayette, Tennessee 
(Lafayette), whose petitions for intervention were filed late, were admitted 
conditionally as intervenors by the Presiding Officer. Their intervention 
rights were confirmed by a Commission order issued February 23, 1955 and 
at the same time the Commission consolidated with the other proceedings 
herein, the proceeding previously filed in the nature of a Section 7(a) applica- 
tion by Hartsville against Texas Hastern. 
Hearing sessions began on January 31, 1955 and continued, with recesses 
intervening, until March 10, 1955, a total of eight days’ sessions being held. 
Briefs were subsequently filed by the parties. 
At the beginning of the hearing, the demands and requests for gas were in 
excess of the available uncommitted maximum day balance, as stated by Texas 
Eastern. During the first day’s session a recess was taken to permit consulta- 
tion of counsel and their technical advisors as to possible reduction of re- 
quests. As a result of this conference, the following stipulated maximum day 
demands were placed on record when the hearing reassembled on the first 
afternoon of the hearing. 
Mof 
1,567 

Jonesboro 

Illinois Electric 

Southeastern Illinois Gas Company (Southeastern Illinois) 

City Gas Company of New Jersey (City Gas) 

Town of Red Bay, Alabama (Red Bay) 

Permian Oil and Gas Company (Permian) 

Mississippi (for Towns of Ethel and McCool) 

Petersville Gas Company (Petersville) 

Lewistown Gas Company (Lewistown)? 

Hamburg Gas and Fuel Company (Hamburg)?! 

Pottsville Gas Company (Pottsville)! 

Ashland Gas Light Company (Ashland)+* 

Mt. Carmel Citizens Gas Company (Citizens)! 

City of Columbia, Kentucky (Columbia) 

City of Liberty, Kentucky (Liberty) 

Tennessee Pipe Line 

eevee Vis.2tia2. Stes) cael oy apne ee a bed ent lss 

Lafayette 


15,598 


1 Lewistown, Hamburg, Pottsville, Ashland and Citizens are wholly owned subsidiaries 
of Penn Fuel Gas, Inc., hereinafter referred to as Penn Fuel. 


At the same time United agreed to be content with an arithmetical alloca- 
tion of the remaining available gas, amounting to 712 Mcf (for the third 
winter), but expected to result in approximately 3,500 Mcf of daily maximum 
being available during the first year of future estimated operation. The 
stipulated demands represent anticipated demands for the first, third or fifth 
year of future operations, as will be brought out in the discussion of the 
evidence. 
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THE REMAINING ISSUES 


In view of the stipulation filed, it is only necessary here to determine 
whether each and all the various parties whom Texas Eastern proposes to 
serve or who seek to obtain new or additional supplies have established that 
they have the necessary market demands to justify delivery of the quantities 
named in the stipulation and are otherwise duly qualified persons or munici- 
palities legally entitled to receive and distribute such gas. The right of each 
such person or municipality to receive such new or additional quantities of 
natural gas and the necessity for delivery of the proposed quantities are 
hereinafter separately discussed. 


ANNA AND JONESBORO 


While the Cities of Anna and Jonesboro filed separate 7(a) applications, 
there is an interrelationship in their proposed plan of operation which makes 
it desirable to discuss their proposals together. The two cities are contiguous 
communities. Anna, which is the larger of the two towns, proposes to con- 
struct a transmission line approximately one and one-half miles long, through 
which its supply of natural gas, as well as that of Jonesboro, will be received 
from Texas Eastern. At a point in its distribution system and immediately 
adjacent to the Anna-Jonesboro municipal boundary, Anna proposes to deliver 
to Jonesboro from the Anna distribution system the quantities of natural gas 
required to supply the demands of Jonesboro. Issuance of bonds for construc- 
tion of the transmission and distribution facilities of Anna and for the dis- 
tribution facilities of Jonesboro have been authorized. In each case, the 
municipality has a commitment for purchase of the revenue bonds by which 
the systems will be financed, subject only to approval by this Commission. 
In each case the interest rate will be five percent. The amount of the Anna 
bond issue will be approximately $600,000 with a debt-service ratio of 1.7 and 
that of Jonesboro will be approximately $215,000 with a 1.9 debt-service ratio; 
in each case the size of the bond issue authorized is slightly in excess of the 
estimated cost of the facilities to be constructed. The proposed service 
appears both necessary and desirable and is hereinafter authorized and 
required. 

ILLINOIS ELECTRIC 


This company has experienced a rapidly expanding load and seeks addi- 
tional maximum day supplies of 1,881 Mcf to meet anticipated fifth year loads. 
In the original application by which Texas Eastern originated the proceeding 
at Docket No. G—2573, Illinois Electric was scheduled to receive 1,020 Mcf of 
additional gas on its peak days. This amount was later increased to 1,449 Mcf 
and again at the time of stipulation to 1,881 Mcf, based on estimated fifth 
year requirements. While Illinois Electric appears to have the mathematical 
capability of meeting its peaks by use of standby fuels, the unfortunate geo- 
graphical location of said standby facilities make their usefulness at periods of 
peak demand highly doubtful. 

The supplemental facilities of Illinois Electric are holders supplying propane 
gas. Two of the three holders are so ‘located. that it is almost impossible 
to utilize them without increasing the percentage of propane beyond the 
twenty-five percent mixture considered safe by management. An actual peak 
day of 4,582 Mcf was experienced on January 27, 1955, which exceeded the 
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present permanent allocation by 1,378.2 There is evidence of a constantly 
growing demand for natural gas in the area served by Illinois Electric and 
the allocation here requested and stated in the stipulation of the parties 
appears reasonable and desirable. 


SOUTHEASTERN ILLINOIS 


Southeastern Illinois is a wholly-owned subsidiary of United Cities Utility 
Company and serves the Cities of Vandalia, Harrisburg, Eldorado and Metrop- 
olis, all in Illinois. Butane air plants and distribution systems for each of 
the four cities were built in 1930. Vandalia and Metropolis are now served 
with natural gas from sources other than Texas Eastern, so our present 
interest is only in the demands of the Cities of Harrisburg and Eldorado, 
which were converted to natural gas from the Texas Eastern system in 1949, 
by virtue of Commission action, reported at 6 F.P.C. 148. At present, South- 
eastern Illinois is receiving 1,122 Mcf at 14.73 psia to serve these communities 
and is here seeking a stipulated peak day quantity of 714 Mcf additional, 
which represents the first year’s demand, as stated by the witness Ray, a 
Vice President and Chief Engineer of the parent company and of South- 
eastern Illinois. At the present time, the supply from Texas Eastern is being 
implemented by quantities of natural gas from one local well, varying from 
150 to 350 Mcf per day. This well is operated by Wabash Natural Gas 
Company, and the gas is sold under contract to Southeastern Illinois. Opera- 
tions have not been dependable in the more recent winter seasons and it 
would be extremely risky to place any dependence upon it for future supply. 

Approximately two-thirds of the present demands are located in the Harris- 
burg distribution system. There is an existing propane plant at Harrisburg, 
which is only available for mixing with the natural gas used to supply that 
half of the Harrisburg demand furthest from the point at which natural gas 
is introduced into the distribution system. This results from the fact that 
the system was designed as a propane gas system to feed from the present 
location of the holder, and the direction of Texas Eastern’s line from the 
city required a reversal of flow, when natural gas was introduced. The former 
propane storage facilities at Eldorado have been dismantled and no manu- 
factured gas is now available for peak shaving at Eldorado. Under these 
circumstances it appears highly desirable that the proposed additional 714 Mcf 
for the two distribution systems at Harrisburg and Eldorado be authorized. 


CITY GAS 


This company is one of the customers whom Texas Eastern in its G—2573 
application sought authority to serve with additional maximum quantities of 
natural gas. City Gas also seeks to change its billing arrangements from 
the General Service rate schedule applicable in Zone D to the SGS-D 
schedule available to small customers in the same zone. It is anticipated that 
increased peak demands will drive the load factor of City Gas down to less 
than 50 percent, which would result in higher costs of gas on the average. 
The proposed change to Small General Service would permit a saving of 
approximately $12,000 per year if the new maximums are authorized and 
taken, and Texas Eastern is agreeable to the proposed contract change, as to 
rates as well as maximum quantities. 


2 On November 10, 1954, authority for temporary service by Texas Eastern of additional 
natural gas to Illinois Electric up to 1,020 Mcf per maximum day was granted by the 
Commission. 
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The evidence presented at the hearing shows that even after receipt of the 
additional 330 Mcf (which, incidentally, was delivered during 1954—55.under 
temporary Commission authorization), City Gas will have an estimated 
shortage of 268 Mcf or a total anticipated demand on the maximum day of 
1,288 Mcf. Authorization for delivery of the 330 Mcf additional herein sought 
appears to be necessary and in the public interest. 

City Gas has intervened In the Matter of Transcontinental Gas Pipe Line 
Company (Transeo), Docket G-—4185, in hope of obtaining its remaining un- 
satisfied needs from that source. By the Commission’s order at Docket No. 
G-—4185, issued March 7, 1955, 14 F.P.C. 1, Transco was authorized to sell 
and deliver to City Gas a maximum day quantity of 820 Mcf to meet the 
third year requirements of City Gas. It appears, however, that the additional 
supply sought from Texas Eastern is still required by City Gas. 


RED BAY 


Red Bay is an Alabama town, which began the use of natural gas for the 
1953-54 season. It has a present allocation of 463 Mcf, which was increased 
by the Commission on a temporary basis in November 1954 to the 714 Mcf now 
sought on a permanent basis. At the time of the hearing, no peak higher than 
369 Mcf had been experienced. It was, however, stated by the mayor that 
five school buildings and a garment factory would be converted to natural gas 
if the additional maximum day quantities were assured to the town. More- 
over, additional areas had been added by annexation which would bring in 
about sixty homes for which natural gas heat was desired. Upon the basis 
of this testimony, the proposed increased volumes which Texas Eastern seeks 
to supply to Red Bay appear reasonable and the additional service in the 
public interest. 

PERMIAN 


Permian is a small company connecting with Texas Eastern near Dudley, 
Ohio, and serving the Towns of Dudley, Caldwell, South Olive, Dexter City, 
Macksburg and Elba, all in the same State. Supplies from Texas Eastern are 
supplemented by a local supply from 58 wells with an estimated maximum 
capability of 164 Mcf, the use of which on peak days is doubtful because of 
pressure problems. Present contract supplies from Texas Eastern amount to a 
maximum of 306 Mcf plus a temporary allocation of the 204 Mcf here sought. 
Of the added temporary quantity, some 164 Mcf was used in the 1954-55 
peak day prior to hearing. Figures were supplied by the Secretary and 
Treasurer of the distributing company (Permian) and appear to justify 
allocation of the increased quantity of 204 Mcf here stipulated by the parties. 
This represents only sufficient gas to permit Permian to meet the first year 
requirements. 

MISSISSIPPI 


This company is the applicant In the Matter of Mississippi Valley Gas 
Company, Docket No. G-4716, one of the consolidated cases in these proceed- 
ings. Mississippi is also an intervenor in the proceedings at Docket No. 
G-2573 where it seeks a maximum daily quantity of 170 Mcf for the town 
of Ethel, Mississippi, and 102 Mcf for the town of McCool, in the same State. 
The two towns are about ten miles apart but are to be served by separate 
laterals constructed by Mississippi. The Ethel lateral will be somewhat more 
than two miles long, of 2%-inch O.D. pipe, and estimated to cost $13,915. The 
McCool lateral will be approximately three-fourths of a mile in length, built of 
the same diameter pipe and costing approximately $5,114. 
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The distribution system for Ethel is estimated to cost $26,783 and meters 
and regulators will add an additional $5,925. The McCool distribution system 
is estimated to cost $18,127, with $2,882 for meters and regulators. The cost 
estimates are based on recent experience of Mississippi in the construction of 
similar facilities and the estimated time required for construction is sixty 
days. Mississippi presently owns and operates transmission and distribution 
systems in 25 counties in the State of Mississippi and leases and operates a 
considerable number of additional transmission and distribution systems in 
the same State. Twenty-five year franchises have been granted to Mississippi 
hy both of the towns which it here proposes to serve. 

Estimated future requirements are based upon the experience of Mississippi 
in similar communities, which it now serves and include possible connection 
of a cotton gin in each community. The volumes presently sought reflect 
third year estimates and appear reasonable as do the estimates of costs and 
construction time. It is believed desirable to grant the authorizations here 
requested. 


PETERSVILLE 


This intervenor proposes to construct a new distribution system to serve 
approximately 215 new homes to be constructed in Joy-Lan Heights, near 
Florence, Alabama, and some 35 homes in the Petersville area nearby. A short 
line of six-inch pipe will move the gas a few hundred feet from the lines of 
Texas Eastern to the two areas in question. There appears to be no question 
as to financial ability to construct the $30,000 project, and $14,000 of the cost 
is to come from the issuance of common stock. The estimates of both cost and 
prospective market demands (255 Mcf for the third year on the maximum 
day) were made by William H. Lyon, President of the intervenor and an 
experienced gas engineer. Staff Counsel raised some questions as to size of the 
line, but did not follow this up in the brief. At any rate, this is a problem for 
the State Commission since the only possible adverse effect would be on 
rates, where ability to finance has been established. Some discussion of pos- 
sible future industrial and resale business is also immaterial here since the 
quantities sought are only those required for the anticipated third year resi- 
dential and residential heating sales. 


THE PENN FUEL GROUP 


Five subsidiaries of Perin Fuel seek allocations of natural gas as intervenors 
in these proceedings. All told, the holding company controls 14 distributing 
subsidiaries, six of which are presently serving their customers with natural 
gas. Of the five companies here in question, Lewistown and Pottsville dis- 
tribute a manufactured gas of 520 Btu content and the remaining three, 
Hamburg, Ashland and Citizens, distribute propane-air gas, having a Btu 
content of 750. In each community served, there will be peak-shaving facilities 
if natural gas is obtained, the Lewistown and Pottsville propane-air facilities 
having been built or under construction when the possibility of obtaining 
natural gas became apparent to Penn Fuel. It is anticipated that such peak- 
shaving facilities will be utilized about six days each year. 

It is proposed that the area served by Lewistown, consisting of the borough 
of that name and several smaller neighboring boroughs and townships or parts 
thereof, be supplied with natural gas by a five-inch steel supply lateral approxi- 
mately twenty miles in length from a point on Texas Hastern’s line at or near 
East Waterford. Transmission and distribution will be wholly within the Com- 
monwealth of Pennsylvania. The lateral will cost approximately $323,000 
and have a capacity of 3,600 Mcf with an initial pressure of 250 pounds and 
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a terminal pressure of twenty pounds. At the present time, some 2,500 cus- 
tomers are served with manufactured gas through 42.2 miles of distribution 
main. The estimated third year net demands, with natural gas, are 153,25 
Mcf annual and 1,037 Mef daily, after peak shaving. Peak shaving will amount 
te an estimated 259 Mcf on the peak day. It is estimated that if natural gas 
is not obtained, a capital investment of $380,100 will be required in the next 
five years to keep the manufacturing and gas storage facilities adequate. It is 
estimated that savings in cost of gas alone will amount to more than $480,000 
in a five-year period if natural gas is obtained for Lewistown. Some part, at 
least, of this savings should find its way to the pockets of the ultimate 
consumers. 

If natural gas is obtained for the four remaining Penn Fuel subsidiaries 
here under consideration, a single latcral will be built from a point some 
eight miles south of Hamburg to the borough of Mount Carmel, which is 
served by Citizens. The total length of this six-inch steel supply lateral will 
be approximately 5614 miles. An attempt has been made to apportion the 
savings resulting from construction of a single lateral between the four 
interested utilities. By this method it is estimated that the cost to Hamburg 
and Pottsville is reduced in an amount of $55,588 each and the cost to Ashland 
and Citizens by $116,580 each. This is, however, a problem for the Pennsyl- 
vania Public Utility Commission and it is not necessary to consider it here. 
The pressures stated at the hearing and in exhibits appear to be purely 
theoretical, each being calculated to give a 25- or 35-pound terminal pressure, 
based upon an unrealistic initial pressure, which assumes a certain pressure 
at the next community upstream and appears to ignore the effect of the 
earlier pressure reductions. Since no compressors are indicated, this leaves 
the whole question of actual terminal pressures uncertain. However, the size 
of the line and the pressure available at the point of take-off are such that 
no transportation problem appears to be involved, except a possible increase 
in operating costs which is not expected to affect materially the feasibility and 
is another problem for the Pennsylvania Commission. 

Cost of its share in the proposed supply lateral will be approximately 
$55,588 in the case of Hamburg and conversion cost will amount to some 
$1,400. Anticipated demands in the third year will be 131,300 Mef annually 
and 649 Mcf on the maximum day, after peak shaving. This maximum of 
649 Mcf was stipulated as the requirement to be obtained from Texas Eastern. 
It is alleged and testified that $115,450 will be required in the ensuing five 
years for rehabilitation of manufacturing plant, storage and distribution 
mains, if natural gas is not made available to Hamburg. The estimated sav- 
ings on cost of gas alone in the same five-year period, if natural gas is 
obtained, is $455,000. This estimate appears unconscionably high, but was not 
contradicted or questioned. Hamburg serves gas to approximately 200 cus- 
tomers in the borough of the same name and adjacent territory through 3.7 
miles of distribution main. The estimated number of customers in the fifth 
year of natural gas is 650. 

Pottsville serves the City of Pottsville, three neighboring boroughs and 
adjacent unincorporated areas, generally located approximately 26 miles north- 
west of Hamburg. It serves some 4,200 customers with 520 Btu gas through 
40.5 miles of distribution main. Pottsville’s share in the cost of the lateral 
is estimated at $355,602 and conversion costs will amount to an estimated 
$29,400. Anticipated third-year demands are 399,620 Mcf annually and 
2,061 Mcf on the maximum day, after allowance for peak shaving. In this 
ease the annual peak shaving is estimated at 2,280 Mcf or more than ten 
times the peak day shaving of 219 Mcf. This constitutes some variation from 
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the oral testimony of the witness, but is well within reason. Use of natural 
gas is indicated as saving expenditures of $412,700 for the rehabilitation or 
addition of mains, holders and manufacturing equipment otherwise necessary 
within that period. Anticipated savings in cost of gas alone over the five-year 
period are $486,280. 

Ashland is approximately 15 miles northwest of Pottsville; and Citizens 
(which serves the borough of Mt. Carmel and adjacent territory) is approxi- 
mately 7144 miles beyond Ashland’s territory in a westerly direction. It is 
proposed by the President of the holding company that Ashland’s portion of 
the lateral cost be $116,580 and that Citizen’s share be $221,030. Conversion 
costs are to be $2,000 at Ashland and $7,000 for Citizens. 

Ashland serves the borough of the same name and adjacent territory with 
propane-air gas of 750 Btu. Daily requirements in the third year will be 
300 Mcf and annual requirements are estimated at 52,000 Mcf, both figures 
being after peak-shaving. Capital investment in distribution, storage and 
manufacturing facilities in the amount of $152,050 for the next five years will 
be avoided if natural gas is obtained and it is claimed that savings in gas 
costs alone will amount to $186,304 in the same period. 

Citizens also serves propane-air gas in its area and with a 750 Btu content. 
Third year requirements of natural gas will be 442 Mcf on peak day and 
58,448 Mcf annually, both figures after peak-shaving. Capital investment made 
unnecessary (construction or rehabilitation of mains, storage and manufactur- 
ing facilities) amounts to an estimated $203,270 in a five-year period and 
estimated savings in cost of gas through the same period is $215,008. 

Upon the basis of the evidence, while it is somewhat confusing and incon- 
sistent in spots, it is apparent that the Penn Fuel group has shown a reason- 
able need for an adequate supply of natural gas for the four companies to 
be served from the Pottsville and Mt. Carmel lateral, as well as Lewistown. 
The approximate amounts nominated for the third year, which were stipulated 
into the record, being 1,087 Mecf for Lewistown, 649 Mcf for Hamburg, 2,061 
Mef for Pottsville, 300 Mcf for Ashland and 442 Mcf for Citizens, appear to 
be reasonable and should be allocated. The problem of pressures and overall 
capacity of the lines is one for the local Commission to determine. 

Funds for the necessary construction by the Penn Fuel subsidiaries will be 
furnished by the parent company and will be obtained by additional bonds 
issued under an existing open-end mortgage and by sale of preferred stock. 
Three-fourths is to be obtained from bonds and one-fourth from the preferred 
stock sale. The desirability of this arrangement is also a matter for the 
local Commission, it being apparent that the project can be financed. 


COLUMBIA AND LIBERTY 


These intervenors and prospective customers of Texas Eastern are small 
towns in central Kentucky. Columbia has a population of about 2,150, has 
stipulated for 700 Mcf daily maximum (its fifth year estimate), and is both a 
county seat and a college town. Liberty is something more than half as large 
and is a county seat town. Its stipulated demand is 350 Mcf, based on its 
third year estimates. Engineering designs were by James A. Yunker of Louis- 
ville, Kentucky, and H. D. Peet of Winchester, Kentucky. The former is a 
consulting professional engineer and the latter a graduate engineer, not pro- 
fessionally licensed, and the president of a construction firm having some 
experience in construction similar to that here proposed. Mr. Peet was the 
witness appearing in support of exhibits prepared jointly by himself and Mr. 
Yunker, whose health, as stated at the hearing, did not permit him to appear. 
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Financing plans have been prepared by W. L. Lyons & Co. of Louisville, and 
letters from that company appear as parts of Exhibit 55. 

Columbia proposes to build a transmission lateral, three miles in length, 
from the Texas Eastern line to the local distribution system, a distribution 
system to serve some 550 customers and the necessary metering and regulating 
equipment. The estimated cost of all facilities to be constructed by Columbia 
is $160,000, which includes allowances for financing and legal and engineering 
costs. Labor prices are based on experience in the area and on bids supplied 
to Yunker and Peet by local contractors. Lyon & Company state that the 
proposed bonds can be set up to be very attractive and declare their present 
intent (February 16, 1955) of bidding therefor. Stein Bros. & Boyce (a second 
financial house) joined with Lyon & Company in the Columbia financial studies 
and the proposal to bid on the bonds. The former firm was founded in 1853 
and the Lyons firm in 1878. 

The Liberty system will consist of a transmission lateral three-fifths of a 
mile in length, a distribution system to serve approximately 300 customers, 
and a metering and regulating station. The estimated cost of all facilities is 
$86,000, including financing and legal costs and the Lyons Company states 
that it considers the proposal attractive to investors. No vote of the citizens is 
required, since the necessary issue of revenue bonds can be issued by council- 
manic action only, under the laws of Kentucky. The market estimates, upon 
which Yunker and Peet base their finding of feasibility, are based on experi- 
ence in twelve other Kentucky towns, having from two hundred to two thousand 
customers. 

Liberty will not be directly connected with the Texas Eastern system, but 
proposes to take its gas supply from an existing 34-mile lateral owned by the 
City of Somerset, Kentucky. The Liberty take-off will be at a point approxi- 
mately eight miles from the line of Texas Hastern. There is no contract in 
existence, as of the time of hearing, between the Cities of Liberty and Somerset, 
although there is some evidence that a verbal agreement may have been 
reached between the Mayor of Liberty and a former mayor of Somerset, now 
deceased, and it appears that a tentative cost of 3% cents per Mcf for the 
necessary transportation by Somerset was then under consideration. This is 
a matter which may be worked out in the future. After all, many communities 
and utilities which have had natural gas service authorized have, in the past, 
been forced to renege and pass up the opportunity offered, for reasons which 
may or may not have been apparent possibilities at the time of allocation. 
Provision is hereinafter made that Liberty file with this Commission a trans- 
portation agreement with the City of Somerset within a reasonable period of 
time hereafter. 

While the engineering evidence was not presented in an ideal manner, 
this is not an uncommon problem in such cases. The original testimony of 
a secondary witness was supplemented by an exhibit received under stipula- 
tions. It appears that there is a real need for natural gas in the two com- 
munities, coupled with both a legal and an apparent physical ability to con- 
struct the necessary facilities for transmission and distribution of the quantities 
of natural gas herein sought by these two intervenors. Accordingly, the service 
sought by the two intervenors is hereinafter authorized, with such limitations 
and prerequisites as appear to be required by the public interest. 


TENNESSEE PIPE LINE 


This company is a wholly-owned subsidiary of United Cities Utilities Com- 
pany. It has been substituted as a party for its affiliate—Tennessee Gas 
Company, one of the seven customers whom Texas Eastern proposed to serve 
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in the application filed at Docket No. G—2573. Tennessee Pipe Line proposes 
to purchase from Texas Eastern natural gas up to a maximum day quantity 
of 3,102 Mef, to transport such gas through approximately 5,000 feet or 
slightly less than one mile of 4%4-inch O.D. steel pipe, and sell the gas to the 
United States Air Force for use at the Sewart Air Force Base in Tennessee. 
Tennesse Pipe Line has in the past only served as a contract carrier for gas 
belonging to its affiliate (Tennessee Gas). It is, however, authorized by law 
to engage in the purchase, transportation and sale of natural gas to its .own 
customers. This latter type of normal pipe-line service is here proposed. 

Annual demands are estimated at 221,036 Mcf, of which volumes 22,000 Mcf 
represents service to new air base facilities either under construction or 
authorized at the time of the hearing. The load factor will obviously be 
quite low since some 2,998 Mcf of the total daily maximum of 3,102 Mcf will 
be used for heating. Gas will be purchased from Texas Eastern under that 
Company’s SGS-B rate schedule and resold to the Air Force at an increase 
of ten cents per Mcf or less over the purchase price. The estimated cost of 
the 5,000-foot transmission lateral is $20,000 and will be financed from cash 
on hand and (if necessary) purchase of additional Tennessee Pipe Line 
common stock by the parent company. Application will be made to this Com- 
mission or to the Tennessee Commission, after determination of legal require- 
ments, for authority to construct and operate the transmission facilities. 

The Air Force proposes to utilize natural gas as a substitute for coal previ- 
ously used as fuel on the Base. Facilities whose cost is estimated at $200,860, 
including engineering costs, will be constructed by the Air Force and it is 
anticipated that an annual savings of some $130,110 will be effected by the 
conversion to natural gas. This estimated savings does not take into con- 
sideration any possible savings involved in the fuel use of 22,000 Mcf per 
year for facilities constructed after the 1954 fuel year upon which the Air 
Force estimates are based. No firm contract between Tennessee Pipe Line 
and the Air Force had been reached at the time of hearing but it was stated 
that the parties were in agreement upon all matters except price per Mcf, 
which was to some extent dependent upon apparent policies as to rate of 
return of whichever commission might have jurisdiction of the sale. The 
present operations of Tennessee Pipe Line, as described at the hearing, consist 
of transportation of gas through a 12-mile lateral from the line of Texas 
Eastern to the distribution property of Tennessee Gas Company at Murfrees- 
boro, which operation is entirely within the State of Tennessee. 

The record indicates a definite advantage to the United States Air Force 
through use of natural gas on the Sewart Air Force Base. Air Force appro- 
priations for 1955 include authorization for expenditure of $320,000 for con- 
version to natural gas at Sewart. If, as now proposed, firm service of gas is 
obtained, $120,000 provided for standby facilities will not be necessary and 
construction cost will be well within the appropriation, which is provided for 
the conversion. It is therefore hereafter determined that the proposed sale 
to Tennessee Pipe Line be authorized as herein proposed. 


HARTSVILLE 


Hartsville is an intervenor in the proceeding at Docket No. G-2573. It is 
also an applicant under Section 7(a) for natural gas service from Texas 
Eastern. This latter proceeding (Docket No. G-6876) was consolidated with 
the other matters herein under construction by Commission order issued Feb- 
ruary 23, 1955 and during the course of the hearing. No protests were filed 


subsequent to notice and the evidence previously taken upon the basis of the 
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intervention is herein considered as fully applicable to the 7(a) proceeding 
as well as the Texas Eastern application (Docket No. G—2573). 

Hartsville is a Tennessee corporation, which proposes to build a natural 
gas system to serve the middle Tennessee municipality of the same name and 
its general area. A franchise from the City of Hartsville has been granted 
by ordinance. The corporation has subscriptions or commitments for stock 
in the amount of $36,000 and a firm commitment to borrow an additional 
$60,000 from a financial institution in Dyersburg, Tennessee, with the under- 
standing that half of that sum or $30,000 will carry the personal endorsement 
of various stockholders, principally from the Dyersburg community. There is 
adequate and uncontradicted testimony of the financial responsibility of these 
proposed endorsers. Some of the stockholders have considerable experience 
in the distribution of LP or bottled gas and one (the engineer responsible 
for cost and market estimates) has considerable experience in distribution 
of natural gas, being (“inter alia”) Superintendent of the Gas Department at 
Dyersburg. 

The line of Texas Eastern is immediately adjacent to the City of Hartsville 
and no transmission lateral will be required. The total estimated cost of the 
distribution system is $90,000, which is within the commitments for finances 
heretofore described. It appears that anticipated revenues will easily take 
eare of both operating and capital costs. In fact, a financial prospectus which 
is Page E5 of Exhibit 32 indicates that the original debt may be wholly 
retired at the end of the first ten years of operation. While these figures are 
based on the availability of future increased volumes, it is unnecessary to 
consider that problem here, since economic feasibility and return on invest- 
ment are properly matters for the Tennessee Commission, which will have 
jurisdiction of the Company’s operation. 

Hartsville expects (according to Exhibit 32) to serve approximately 270 
customers on the third year peak day with an estimated 471 Mcf of natural 
gas. It appears desirable and in the public interest that Texas Eastern be 
authorized and directed to deliver a maximum of 471 Mcf to Hartsville. 


LAFAYETTE 


Lafayette is a city in middle Tennessee, being the county seat and trading 
center of Macon County. The area to be served by the proposed distribution 
system has a population of approximately 1750. The city now has a silk 
factory, a floorwood plant and a cheese factory. A shirt plant, for which 
negotiations have been completed, is expected to employ 500 people when con- 
structed this year. A competent engineer estimates that the city will support 
the proposed distribution system. 

Lafayette’s proposed system is estimated to cost approximately $100,000, 
including engineering, legal costs, escrowed interest and other bond and land 
costs as well as contingencies. The distribution system will start at or im- 
mediately adjacent to Texas Eastern’s measuring station and some % of a 
mile outside the city line. A previous city administration formerly had an 
allocation of Texas Eastern gas, which was lost by reason of financial prob- 
lems arising from the fact that the engineer employed was not licensed in 
Tennessee. At the time of the previous allocation, Texas Eastern built a 
measuring and regulating station which is now available for service under 
the present proposal. 

Lafayette expects to serve some 308 customers on its third year peak day 
with a maximum quantity of 558 Mcf of natural gas. It nominated 580 Mef 
which was accepted by all parties as its stipulated demand, nominally stated 
to be a third-year figure, but apparently slightly in excess thereof. The testi- 
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mony of the financial witness shows ability to float the necessary revenue 
bonds and to retire them at the end of a fifteen-year period. Upon the whole 
record, it is found that the proposed service of a maximum quantity ef 580 
Mcf to Lafayette should be authorized and directed, as provided in the stipu- 
lation. 

UNITED VS. MANUFACTURERS 





The disposition of the remaining unallocated maximum day quantities of 
Texas Eastern gas, stated in the stipulation to be some 712 Mcef, but differing 
in amounts during various years of operation, requires further study of both 
the law and of the policy determinations heretofore made by this Commission. 
Texas Eastern is willing to deliver either directly to United or to Manufac- 
turers for the use of United. In either case, the facilities for delivery would 
be the same and it appears obvious that such facilities could be constructed 
in a very few days, probably less than two weeks, so there is no problem, 
such as in the case of many of the other proposed new or supplemental 
allocations here, of getting construction under way to serve the requirements 
of the 1955-56 winter season. Decision upon this dispute is therefore reserved 
and jurisdiction of the record is retained to the extent necessary for such 
later decision, as may be required upon United’s request for gas. 


FURTHER FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record, the briefs and statements of 
counsel and the findings heretofore made, it is further found and concluded 
that: 

(1) Texas Eastern Transmission Corporation (Applicant in Docket No. 
G-2573) is a natural-gas company, as defined in the Natural Gas Act, operat- 
ing an integrated interstate system for the transportation of natural gas 
from southwestern states of the United States to the eastern Seaboard areas 
of Philadelphia and New Jersey. 

(2) The Cities of Anna and Jonesboro, Illinois (Applicants for gas under 
Section 7(a) of the Act, at Docket Nos. G—2501 and G—2502), are munici- 
palities organized by virtue of the laws of Illinois, with authority to dis- 
tribute natural gas in their respective areas. 

(3) Mississippi Valley Gas Company (Applicant under Section 7(c) at 
Docket No. G-4716) is a public utility company authorized to transport and 
distribute natural gas in the State of Mississippi. 

(4) Hartsville Gas Company (Applicant for gas at Docket No. G-6876) is 
a corporation of the State of Tennessee, authorized to engage in the trans- 
portation and distribution of natural gas in that State. 

(5) Each of the present or prospective customers to whom Texas Eastern 
proposes to sell and deliver new or additional quantities of natural gas, or 
who seek to obtain such new or additional quantities by intervention in these 
proceedings, are persons or municipalities qualified by law to receive and 
distribute natural gas in their respective neighborhoods. 

(6) Texas Eastern has at least 16,310 Mcf of natural gas maximum day 
capacity for which no permanent distribution has been authorized by this 
Commission, and which can be allocated to existing or new customers without 
placing any undue burden upon Texas Eastern or impairing that Company's 
ability to render adequate service to its existing customers. 

(7) The evidence supports and the public interest requires the authoriza- 
tion by this Commission of the sale and delivery by Texas Eastern of maxi- 
mum daily new or additional gas to the following named proposed customers 
in the amounts stated: 
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City of Anna, Illinois 
City of Jonesboro, Illinois 
Tittnoien Tiloctric: Be Gee Ons 5 cc cancergsiinn sit ~beenieiemiionemninntinesitinn 1,881 
Sewthonativm: Eimels Ga GR; sevincbiminsetcinicinntiictdangiitishsapaphes 
City Gas Company of New Jersey 
Town of Red Bay, Alabama 
Permian. Oil & Gas Co. 
Mississippi Valley Gas Co. 
For Town of Ethel, Mississippi 
For Town of McCool, Mississippi 
Petersville Gas Co. 
Lewistown Gas Co. 
EONS COR GB POR: OR cciicccincntitinanninincihiccenitdiitaindiiitin 
RD: SG Ge evicccctnsctctceniccb chaste tatscicdina pitts aati, 2,061 
SI, SOR TRI: CDi: css egieinsectitmsshinceaitnicceinetisinasnsalbsitaitabaiadipninpitaeaiaildiaas 300 
ii, Soe Gai err a a iiss thai sinisdinticccnnisciitcianctaniacisieasllaaltaa sata 442 
City of Columbia, Kentucky 
City of Liberty, Kentucky 
Tennessee Gas Pipe Line Co. 
Hartsville Gas Co. 
City of Lafayette, Tennessee 


(8) The public interest requires that Texas Eastern be authorized to effect 
a new contract with City Gas and sell and deliver gas to that customer under 
Texas Eastern’s SGS-D Rate Schedule. 

(9) The public interest requires that further consideration be given to the 
proposal to authorize Texas Eastern to deliver the remaining 712 Mcf of 
maximum day unallocated gas (together with possible unused volumes, whose 
delivery to other customers is not required in the ensuing two years) to the 
Harrisburg and Reading Divisions of United Gas Improvement Company, to 
which proposed authorization Manufacturers Light & Heat Co. strenuously 
objects. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission, as provided 
in its Rules of Practice and Procedure, that: 

(A) A certificate of public convenience and necessity be and hereby is issued 
to Texas Eastern Transmission Corporation authorizing the sale and delivery 
of the maximum day new or additional natural gas quantities to the customers 
and in the amounts listed in (7) above, together with the construction of 
such metering and regulating equipment as shall be necessary to serve new 
customers, for whom such metering and regulating equipment has not hereto- 
fore been constructed, and the operation of all such metering and regulating 
equipment as shall be required for the new customers. 

(B) A certificate of public convenience and necessity be and is hereby issued 
to Mississippi Valley Company authorizing construction and operation of all 
facilities described in its application of November 8, 1954, which are necessary 
to the transportation of natural gas from the line of Texas Eastern to the 
Towns of Ethel and McCool, Mississippi, and subject to the jurisdiction of 
this Commission. 

(C) The City of Liberty, Kentucky, shall, within four months from the 
date when this decision becomes the action of the Commission or prior to the 
first taking of natural gas from Texas Eastern, whichever date is earlier, 
file with this Commission a certified copy of a contract with the City of 
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Somerset, Kentucky, providing for and setting forth in full the manner and 
cost to the City of Liberty of the transportation of such natural gas by 
Somerset through its existing lateral. 

(D) The 7(a) applications of the City of Anna, Illinois (G—2501), the City 
of Jonesboro, Illinois (G-2502) and Hartsville Gas Co. (G-6876) be and are 
hereby granted to the extent and in the amounts hereinbefore stated and 
denied to the extent that request is made for gas over and above the maxi- 
mum day quantities hereinbefore stated. 

(E) The certificates described in (A) and (B) above shall be accepted in 
writing and under oath by a responsible official of the applicant in each case 
and the applicable terms and conditions set forth in Section 157.20 of the 
Commission’s Rules and Regulations, including the Rules of Practice and Pro- 
cedure, shall attach to the issuance of the said certificates and the exercise 
of the rights granted thereunder. 

(F) In the event that any new customer of Texas Eastern, to whom service 
is hereinbefore authorized, shall fail to complete facilities through which 
part or all of the gas allocated thereto may be sold on or before September 1, 
1956, the gas allocated to such customer shall revert and again become avail- 
able for further allocation by this Commission. 

(G) Texas Eastern be and is hereby authorized to effect a new contract 
with City Gas Company of New Jersey and to sell and deliver gas to City 
Gas under Texas Hastern’s SGS-D Rate Schedule on file with this Com- 
mission. 

(H) Decision as to the request of the intervenor, United Gas Improvement 
Company, for 712 Mcf of maximum day gas service from Texas Eastern (with 
possible additions of unclaimed gas allocated to other customers during the 
two heating seasons next ensuing), is hereby reserved and jurisdiction of the 
record is retained to the extent necessary for the determination whether said 
request should be granted. 

Gren R. Law, 
Presiding Examiner. 


IN THE MATTER OF 
CITIES SERVICE GAS PRODUCING COMPANY 
Upon Rehearing of Rejection of Proposed Rate Filing 
Docket No. G—5788 
April 22, 1955* 
Syllabus 


1. Commission has consistently recognized the necessity to scrutinize with the 
utmost care transactions between two closely related corporate entities. 
P. 285. 

2. Commission concludes that the rates charged were the “effective” rates 
during the period in which they were charged just as much as if the 
contract contained no. clause which permitted adjustment of the rates 
from time to time. P. 290. 

3. Commission determines that the documents tendered by Cities Service for 
filing with the Commission were properly rejected by the Secretary as 


* Initial decision became the final decision and order of the Commission by order of 
the Commission issued July 15, 1955, infra, p. 293. 
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not in conformance with the Commission’s rules and regulations relating 
to the filing of changes in rates. P. 292. 
Commissioner Digspy concurring. 


Conrad C. Mount, O. R. Stites, Robert H. McCracken, John H. Hendren, 
and Harry 8S. Littman for Cities Service Gas Producing Co. 
W. Russell Gorman for the staff of the Federal Power Commission. 





MarsuH, Presiding Examiner: On September 13, 1954 Cities Service Gas 
Producing Company (Producing Company) tendered for filing with the Fed- 
eral Power Commission what the Producing Company characterized in its 
letter of transmittal dated September 10, 1954 as “[a]n initial rate schedule 
under the provisions of 18 C.F.R. 154.92(a),” a gas purchase contract dated 
April 30, 1953 between Producing Company’ as seller and Cities Service Gas 
Company (Gas Company) as buyer. On October 13, 1954, a letter over the 
signature of the Secretary of the Commission, and addressed to Producing 
Company, advised the latter that there were not included with the filing above 
described the data required by Sections 154.94(e) and (f) of the Commis- 
sion’s Rules of Practice and Procedure, rejected the filing as incomplete, and 
returned to Producing Company all of the filing except one copy of each of 
the letter agreements of June 14, 1954 and August 24, 1954 and a copy of 
the letter of transmittal, which latter documents were retained for the Com- 
mission’s information. 

On November 10, 1954, Producing Company filed with the Commission an 
application for rehearing of the rejection of the rate filing. On December 14, 
1954 the Commission issued an order granting the application for rehearing 
and fixing January 19, 1955 as the date for hearing herein. 

Thereafter the Cities of Springfield, Missouri, Independence, Missouri, 
Kansas City, Kansas, Kansas City, Missouri, St. Joseph, Missouri, Leaven- 
worth, Kansas, Carthage, Missouri, Joplin, Missouri, and Atchison, Kansas 
(Interveners) filed notice of intention to intervene in the proceeding. 

Pursuant to the Comumission’s order and notices of postponement subse- 
quent thereto, the matter came on for hearing and was heard on February 
10 and 11, 1955. Evidence was offered by the Producing Company only. 
Counsel for the other participants, however, cross examined Producing Com- 
pany’s witnesses. Thereafter, briefs were filed by Producing Company, Inter- 
veners, and the Staff of the Commission. 

The single issue in the case is whether the documents tendered for filing 
on September 13, 1954, constitute an “initial” rate filing in accordance with 
the requirements of Section 154.92 (a) of the Commission’s Rules of Practice 
and Procedure as contended by Producing Company, or whether they consti- 
tute, instead, a change in rates which must meet the requirements of Sections 
154.94(e) and (f) of such Rules. 

The Sections of the Rules above referred to are, in pertinent part, as 
follows: 

§ 154.92. Filing of rate schedules by producer-gatherer “Natural-Gas 
Company.” (a) Every independent producer who, on or since June 7, 
1954 has engaged in the interstate transportation or sale of natural gas 
subject to the jurisdiction of the Commission shall on or before October 1, 
1954 file with the Commission rate schedules, as defined in § 154.93, set- 
ting forth the terms and conditions of service and all rates and charges 
for such transportation or sale effective on June 7, 1954. To each such 

rate schedule there shall be attached a statement showing actual billing 


1 Actually Empire Gas Company, Producing Company's predecessor. 
468917—_59——_21 














































282 FEDERAL POWER COMMISSION 


for a recent month in sufficient detail to show how the billing amount is 
determined. 

§ 154.98. Rate schedule defined. For the purpose of § 154.91 through 
§ 154.102 “rate schedule” shall mean the basic contract and all supple- 
ments or agreements amendatory thereof, effective and applicable on and 
after June 7, 1954, showing the service to be provided, and the rates and 
charges, terms, conditions, classifications, practices, rules and regulations 
affecting or relating to such rates or charges, applicable to the transporta- 
tion of natural gas in interstate commerce or the sale of natural gas in 
interstate commerce for resale subject to the jurisdiction of the Com- 
mission. 

§ 154.94. Changes in rate schedules. (a) No change shall be made in 
any rate, charge, or service in effect on and after June 7, 1954, for the 
interstate transportation or sale of natural gas in interstate commerce 
subject to the jurisdiction of the Commission by any independent producer 
required to file rate schedules pursuant to § 154.92 without first filing a 
change in rates pursuant to section 4 (d) of the Natural Gas Act and in 
accordance with this section. 

* * * « * 

(c) The operation of any provision of the rate schedule providing for 
future or periodic changes in the rate, charge, classification, or the effec- 
tive date of any rate schedule for initial service after June 7, 1954, shall 
constitute a change in rate schedule. 

* a * * * 

(e) With each change in rate schedule there shall be submitted rea- 
sons, nature and basis for the proposed change, and the following infor- 
mation and data: (1) The date on which such filing is proposed to be 
made effective; (2) a comparative statement of sales made and revenues 
therefrom by months under the then effective rate schedule and under 
proposed changed rate schedule or rate, charge, classification or service 
contained therein for the 12 months immediately preceding and for the 
12 months immediately succeeding the proposed effective date of the rate 
schedule tendered for filing. * * * 

(f) If the proposed change in a rate schedule will result in an increase 
in a rate or charge, there shall also be submitted a full statement in 
support of such increase. * * * 


The rate schedule tendered for filing by Producing Company on September 
13, 1954 consisted of (1) a copy of a letter dated September 10, 1954 from 
Cities Service Gas Producing Company to the Federal Power Commission 
transmitting the schedule for filing, (2) a copy of a statement dated June 30, 
1954 from Producing Company billing Cities Service Gas Company for gas 
delivered by the former to the latter (purportedly) for the month of June 
1954, (3) a copy of a letter dated August 24, 1954 from Producing Company 
to Gas Company, (4) a copy of a letter dated June 14, 1954 from Producing 
Company to Gas Company, (5) a copy of a gas purchase contract dated April 
30, 1953 between Producing Company’s predecessor, Empire Gas Company, and 
Gas Company, (6) a copy of a certificate of amendment of the certificate of 
incorporation of Empire Gas Company showing the change in the name of 
the latter company to Cities Service Gas Producing Company, (7) a copy of 
a tabulation showing the weighted average wellhead price of gas used by 
major pipeline companies in the Texas Panhandle field during the last six 
months of 1953, (8) a copy of a similar tabulation showing the same data 
for the first six months of 1954, (9) a copy of a tabulation showing gas 
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purchased at the wellhead in the Hugoton Field-Oklahoma, during January, 
February and March 1954, and (10) a similar tabulation showing the same 
data for the full year 1953. 

It is evident that the filing did not conform to the requirements of sections 
154.94 (e) and (f) of the Rules. Although Producing Company recites in its 
brief that it is apparent on the face of the letter of the Secretary dated Octo- 
ber 13, 1954, rejecting the filing as such, that it was not sent at the direction 
of the Commission, but rather as a result of Commission Staff action, the 
authority of the Secretary to reject a filing which clearly fails to conform 
to the requirements of the Commission’s Rules does not appear to be ques- 
tioned. Consequently, it is manifest that unless the proposed filing can be 
found to be a rate schedule which sets forth the rates and charges “effective” 
on June 7, 1954, within the purview of section 154.92(a) of the Commission’s 
Rules, it was properly rejected by the Secretary as not in conformance with 
such Rules. 

It is conceded by Producing Company that the rates which it claims in the 
filing of September 13, 1954, namely, 10.1829¢ per Mcf for gas produced in 
the Guymon—Hugoton field and 8.2071¢ per Mcf for gas produced in the 
Pampa, Texas field were not the rates which Producing Company was charg- 
ing Gas Company immediately prior to the fiscal billing period? which in- 
cluded June 7, 1954. By contrast, those rates were 9.8262¢ and 7.1863¢ per 
Mcf, respectively. However, Producing Company contends that the 10.1829¢ 
and 8.2071¢ per Mcf rates were the rates “effective” on June 7, 1954. 

The sales of gas by Producing Company to Gas Company with which we 
are here concerned are made under the contract of April 30, 1953, a copy of 
which was included among the documents tendered on September 13, 1954. 
That contract provides for the sale by Producing Company and the purchase 
by Gas Company of an annual quantity of not less than 80,754,778 Mcf of 
gas, and it contains, among others, the following provision: 


(2) Price. The price to be paid for gas purchased and sold hereunder 
(which may be subject to change from time to time during the life of 
the contract) shall be not more than the prevailing field price paid for 
gas at the wellhead in the field from which such gas is produced, plus 
reasonable gathering charges, if any, for delivering the gas to Buyer’s 
system. The initial price shall be 6.7961 cents per Mcf for gas produced 
and delivered from lands in the Pampa, Texas Field and 9.8262 cents per 
Mcf for gas produced and delivered from lands in the Texas County, 
Oklahoma Field. It is intended that the price for gas purchased here- 
under shall be the prevailing field price for gas at the wellhead in the 
respective fields above mentioned and that such price shall be adjusted 
from time to time to reflect such prevailing field price. 


The business of Producing Company consists of the ownership and develop- 
ment of oil and gas leases and the production of natural gas therefrom. It 
owns and operates numerous gas wells in the Pampa, Texas (West Pan- 
handle) field and in the Texas County, Oklahoma (Guymon—Hugoton) field 
and sells gas which it produces from those wells to Gas Company at the well- 
head. The gas which Producing Company sells to Gas Company is, in turn, 
resold by the latter in interstate commerce for resale, and Gas Company is a 
“natural-gas company” within the purview of the Natural Gas Act. 

Producing Company owns no transmission or gathering lines and it does not 
transport the gas which it produces. However, Producing Company is subject 
to the Commission’s jurisdiction under the Natural Gas Act and the Commis 


2 May 23 through June 22, 1954. 
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sion’s Order No. 174, as amended. The Company has a certificate of public 
convenience and necessity issued by the Commission on November 30, 1954. 

On July 16 and August 6, 1954, respectively, the Commission issued its 
Orders 174 and 174A which contain Sections 154.92, 154.93 and 154.94 above 
quoted, and those orders for the first time, required the filing of rate sched- 
ules by producers and gatherers of natural gas who are not engaged in the 
transportation of gas in interstate commerce. 

Prior to the issuance of such orders Producing Company had not filed any 
rate schedules relating to the sale of gas to Gas Company. 

The evidence presented by Producing Company shows that the initial price 
for gas produced and delivered from lands in the Pampa, Texas, Field as it 
appears in the contract of April 30, namely 6.7961 cents per Mcf, was the 
same as the weighted average wellhead price of gas used by the major pipe- 
line companies in the West Panhandle Field during the last six months of 
1952 as that price appears in a tabulation dated March 3, 1953 supporting a 
finding issued by the Railroad Commission of Texas on May 18, 1953, after a 
hearing held on May 6, 1953. Since the contract with which we are here 
concerned was executed on April 30, 1953, it is obvious that Producing Com- 
pany had access to the weighted average wellhead figures prior to the hearing 
thereon. 

The price charged by Producing Company for Pampa gas remained at 
6.7961 cents per Mcf until December 23, 1953 at which time it was increased 
to 7.1863¢. It remained at that price through May 22, 1954. 

The initial price charged Gas Company by Producing Company for gas 
produced and delivered from lands in the Texas County, Oklahoma Field, as 
that price appears in the contract, was the price which had been fixed by 
the Corporation Commission of the State of Oklahoma by order dated July 
29, 1952 as the minimum wellhead price for gas in the Guymon—Hugoton 
Field, namely, 9.8262¢ per Mcf. That price has remained unchanged, and the 
evidence shows that throughout the life of the contract to the present time 
that, and no other, price has been charged Gas Company by Producing Com- 
pany for gas produced from that field. 

Producing Company insists that the rates of 9.8262¢ per Mecf for gas from 
the Guymon—Hugoton field charged to date and 7.1863¢ per Mcf charged by 
Producing Company to Gas Company through May 22, 1954 for Pampa Field 
gas were not the rates “effective” on June 7, 1954. 

The basis for the contention is the language in the contract “[I]t is in- 
tended that the price for gas purchased hereunder shall be the prevailing 
field price for gas at the wellhead in the respective fields above mentioned 
and that such price shall be adjusted from time to time to reflect such pre- 
vailing field prices.”* It is insisted that “the prevailing field price” as thus 
employed is synonymous with the term “weighted average wellhead price” as 
that term is used by the Railroad Commission of Texas in its semi-annual 
findings. The fact that the prices employed for the periods prior and subse- 
quent to December 23, 1953, respectively, were taken from that Commission’s 
findings lends credence to that contention. It is further insisted, however, 
that the words “that such price shall be adjusted from time to time to reflect 
such prevailing field price” mean that until the “prevailing field price” is 
determined any price charged by Producing Company to Gas Company is only 
a “tentative” price subject to subsequent adjustment, and, it appears, that 

3A few sentences before there appeared the words “The price to be paid for gas pur- 


chased hereunder (which may be subject to change from time to time during the life of the 
contract) shall not be more than the prevailing field price paid at the wellhead. * * *” 
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until so adjusted it is not the “effective” rate within the meaning of Section 
154.92 of the Commission’s Rules. With the latter contention the Examiner 
is unable to agree. 

In order fairly and reasonably to appraise the evidence, the relationship 
between the “two” parties to the contract must be borne in mind. Events 
which occurred just prior, and subsequent, to June 7, 1954 must also be given 
appropriate weight. 

Cities Service Gas Producing Company is a wholly owned subsidiary of 
Cities Service Gas Company. The president, four vice presidents, the secre- 
tary, the two assistant secretaries, the treasurer and the two assistant 
treasurers of Producing Company hold identical positions with Gas Company. 
Similarly, the directors of Producing Company are the directors of Gas Com- 
pany. Under such circumstances there is, of course, a complete absence of 
arms-length bargaining between the so-called “parties” to the contract. Such 
situations put truth to its severest test, and sometimes that which other- 
wise may seem commonplace acquires an aura of doubt, and even of suspicion. 
This Commission has consistently recognized the necessity to scrutinize with 
the utmost care transactions such as this between two so closely related corpo- 
rate entitles. Alabama Power Company, Licensee, 1 F.P.C. 25. 

On April 15, 1954, by reason of the Commission’s opinion In the Matter of 
Panhandle Eastern Pipe Line Company (Opinion No. 269) “weighted average 
contract prices” and “weighted average wellhead prices” seemed to acquire a 
significance not theretofore attributed to them. And the pendency of Gas 
Company’s rate case before this Commission * magnified that significance. But, 
of course, that which is directly responsible for this proceeding is the United 
States Supreme Court’s decision in Phillips Petroleum Company v. Federal 
Power Commission, et al, 347 U.S. 672, which occasioned the Commission's 
Order No. 174 and which, in turn, for the first time, required the filing of rate 
schedules by “independent producers”. 

One of Producing Company’s witnesses*® testified that “[T]here were also 
conferences in connection with the execution of the contract as to what should 
be the weighted average field price,” because of the necessity “[T]o determine 
what prices would prevail in the particular periods when gas was sold by the 
Producing Company to the Pipe Line Company.” He testified, too, that con- 
ferences having to do with the determination of the method by which the 
“prevailing field price’ contemplated by the contract would be determined 
were held from time to time throughout the period following July 1, 1953 
“[T]o determine the weighted average field price in each of the two fields in- 
volved in order to comply with the requirements of the contract.” But then 
he said, “[I]t was a question of the application of the Order of the Railroad 
Commission how to utilize that order, in order to comply with the terms of 
the contract between the Producing Company and Cities Service Gas Company”. 

The witness testified further that since the order of the Railroad Commis- 
sion is usually issued six months after the end of the period covered thereby, 
“[T]he problem that had to be decided was to properly apply the price which 
was found as the weighted average price, by the Texas Railroad Commission 
to the period of time when gas was sold by Producing to Cities Service Gas 
Company.” 





4 The filing of an application for an increase in rates had been made on March 22, 1954 
at Docket No. G-2410. 

5 Mr. J. L. Willard, Vice President of both companies in charge of, among other things, 
rate filings. 
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It appears from the testimony of this witness that all these matters were 
discussed at conferences and decided upon in connection with, or not long 
after, the execution of the Contract. 

Another of Producing Company’s witnesses, Mr. Russell W. Hofsess, who is 
in charge of the supervision and operation of the properties of Producing 
Company, who, at the same time, is employed by Gas Company as Manager 
of its Production and Supply Department, and who, as part of his duties 
with the two companies must keep informed as to the prices and other terms 
on which gas is purchased in the Pampa and Oklahoma-Hugoton fields, testi- 
fied that he was directed by the management of the two companies to deter- 
mine the weighted average wellhead prices of the gas delivered under the 
contract and to submit those prices to the accounting department for use as 
the “prevailing field price” under the contract. It appears that under those 
instructions this witness furnished the figures appearing in the contract as the 
“initial prices” and also the price of Pampa gas which was put into effect 
on December 23, 1953. 

As far as the evidence here discloses there was complete understanding as 
to the interpretation of the language of the contract and the application of the 
data to be employed in the determination of prices. It is clear from the 
language of the contract and from the testimony of the witnesses that there 
was to be no automatic escalation of prices of Pampa gas upon the announce- 
ment from time to time of the finding of the Railroad Commission of Texas 
as to the current market price being paid at the wellhead in the Panhandle 
Field. Obviously there was to be nothing automatic about the determination 
of current wellhead prices in the Guymon-Hugoton Field. With respect to the 
latter, unless the minimum wellhead price fixed by the Oklahoma Commission, 
which was employed initially, were to be used thereafter, some type of study 
would be required to determine the “prevailing field price”. The expression 
“tentative rate” does not appear in the contract and there is no rational basis 
for reading it into the language which is contained therein. While the con- 
tract provided for and, perhaps, contemplated changes from time to time in 
the prices, there is nothing contained therein which will support the conclu- 
sion that the rate charged from time to time was anything other than the 
“effective” rate at the time the deliveries were made. And it had to remain 
the effective rate unless and until changed by the direction of the manage- 
ment of the companies. 

Neither is there any language in the contract, nor any testimony of Produc- 
ing Company’s witnesses which could justify a conclusion that it was the 
intent of the parties that there be a recalculation at a different rate of 
eharges for gas delivered prior to an adjustment, from time to time, in such 
rate. 

With respect to gas produced in the West Panhandle field, the Railroad 
Commission’s exhibit showing the weighted average price of gas during the 
first six months of 1953 was dated August 27, 1953, the hearing thereon was 
held on November 4, 1953, and the conclusions were announced on January 4, 
1954. Thus, despite the fact that these figures were available nearly two 
months earlier than that date, it was not until December 23, 1953 that the 
management saw fit to change the billing date. On that date, Producing 
Company began charging Gas Company for gas to be thereafter delivered the 
weighted average wellhead price found for the first six months of 1953. But 
even then nothing whatever was done in the way of recalculating, upon the 
basis of the then known weighted average wellhead price of gas, the price 
of gas delivered by Producing Company to Gas Company during the period 
April 1 to July 1, 1953, and this despite the fact that whether that should 
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be done was discussed by management and such a recalculation was recom- 
mended by the person who at the same time was the Secretary and Chief 
Accounting Officer of both companies. 

At a hearing held before the Texas Railroad Commission on May 5, 1954, 
a tabulation prepared on February 25, 1954 was presented showing the 
weighted average wellhead price of gas as above described in the West Pan- 
handle field for the last six months of 1953, as 7.7478¢ per Mcf. Nothing, 
however, was then done by way of adjustment of the price then being charged 
to conform to that rate. Neither does it appear that any one suggested the 
recalculation of payments for gas delivered by Producing Company to Gas 
Company during the last six months of 1953. 

Thus, it appears that no uncertainty existed as to the manner in which the 
rate provisions of the contract should be applied, and prior to some time in 
May 1954 there was no suggestion that they were not being applied in accord- 
ance with the understanding and the desire of management. Sometime during 
that month the two companies’ expert on the price and the terms on which 
gas is purchased in the two above-named fields prepared a graph of gas costs 
for use in Gas Company’s rate proceeding before this Commission in Docket 
No. G-2410, supra. On that graph the witness “[p]lotted for each six months 
the advance in the weighted average price paid for gas in the Pampa, Texas, 
Field for the years 1950 through 1953”. The witness then projected the rate 
of such advance into the first and second halves of 1954. The projection, 
based, it appears, among others perhaps, upon the prices above referred to, 
indicated that the price which would be paid for the first six months of 1954 
would be 8.2352 cents per Mcf, and that the price for the last six months 
of 1954 would be about 8.7226 cents per Mcf. Although the evidence does not 
show that it was prepared for that purpose, such a projection might well be 
a matter of significance in connection with the determination of probable 
future gas costs in a rate proceeding. 

It does not appear from the evidence that this study created in the mind 
of the witness any idea of impropriety in the treatment of, or inadequacy in, 
the amount of the charges which had been made for the gas which had been 
sold by Producing Company to Gas Company in either of the fields, or the 
need for a redetermination and adjustment of past rates. It is believed not 
without significance that this witness, who, as has been indicated, is required 
to maintain familiarity with the price of gas in the field, appeared not to 
recognize from the figures thus compiled any such impropriety or inadequacy 
in the prices theretofore charged and adjusted. However, he did make known 
the results of his projection to “[t]he management of the producing company 
some time in the latter part of May, 1954.” 

Thereafter, as a result of conferences held by management during May 
and early June, a letter was prepared under the letterhead of Producing 
Company, and directed to Gas Company, in which G. C. Roth, Vice President 
in charge of operations of Producing Company, who is also Vice President of 
Gas Company, found it desirable to explain to Gas Company’s management 
the price provisions of the contract of April 20, 1953, which, as we have seen, 
were already well known to the management of both companies. In that 
letter, among other things, Mr. Roth said: 


The contract above referred to provided that it is intended by the terms 
thereof that the price for gas purchased thereunder should be the pre- 
vailing field price for gas at the wellhead in the respective fields covered 
by the contract and that such price should be adjusted from time to time 
to reflect such prevailing prices * * * 



























288 FEDERAL POWER COMMISSION 


And then, for the first time, it was proposed that there be a recalculation 
of the price of the deliveries of gas (not from April 1, 1953 when deliveries 
began but) from July 1, 1953. The writer went on to say: 


A study of prevailing field prices for gas at the wellhead in the Pampa, 
Texas Field reveals that the price at which such gas is presently being 
paid and accounted for does not and since July 1, 1953 has not properly 
reflected the prevailing field price in this field. This study reveals that 
during the period from July 1, 1953 to December 31, 1953 the prevailing 
field price was not less than 7.7478¢ per Mcf and for the period from 
January 1, 1954 to June 30, 1954, the prevailing field price was not less 
than 8.2352¢ per Mcf and for the period from July 1, 1954 such pre- 
vailing field price will not be less than 8.7226¢ per Mcf. We deem it 
necessary in order to comply with the contract above mentioned that the 
price for gas purchased under the contract from the Pampa, Texas Field 
be increased at least to the extent above indicated so as to bring such 
price in line with prevailing field prices and thereby limit the extent of 
subsequent accounting adjustments. 


The writer said further that: 


A preliminary study of the prevailing field prices for gas at the well- 
head in the Texas County, Oklahoma Field indicates that certain price 
adjustments also may be required as to the gas purchased under the 
contract from this field; however, we suggest that such adjustments be 
held in abeyance pending the completion of our study of the prevailing 
field prices within such field. 

Cities Service Gas Producing Company therefore proposes that gas 
purchased under the contract from the Pampa, Texas Field be accounted 
and paid for at a price of 7.7478¢ per Mcf for the period from July 1, 
1953 to December 31, 1953 and at a price of 8.2352¢ per Mcf for the 
period from January 1, 1954 to June 30, 1954 and at a price of 8.7226¢ 
per Mcf for the period from July 1, 1954 until further notice. It is under- 
stood and agreed that such adjusted prices shall be without prejudice to 
any future adjustments as may be necessary and proper as to gas pur- 
chased from either of the two fields described in the contract if further 
adjustments are found necessary. 


On the same date the above-described letter was “accepted and approved” 
on behalf of Gas Company by its President Glenn W. Clark, who is also 
President of Producing Company. 

The contents of this letter appear wholly inconsistent with the contention 
that the term “prevailing field price” as used in the contract is the same as 
the weighted average wellhead price as announced by the Texas Railroad 
Commission. While the price of 7.7478¢ was taken from such report, those 
found to be the prevailing field prices for the periods of January 1, 1954 to 
June 30, 1954, and from July 1, 1954 are determined in an entirely different 
manner. They were arrived at by projecting the weighted average price paid 
for gas in the years 1950 through 1953. Further than that, this proposal 
undertook to determine a future prevailing field price, something which is 
certainly not contemplated by the contract. 

Just what the nature of the “preliminary” study of the prevailing field 
prices for gas at the wellhead in the Texas County, Oklahoma Field was, is 
not clear. It should be noted that not one of the three witnesses offered by 
Producing Company suggested, or even supported, the view that the language 
of the contract permitted or required a recalculation thereof as was proposed 
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in Mr. Roth’s letter. It is thought not without some significance that neither 
Mr. Roth who signed the letter for Producing Company nor Mr. Clark who 
“accepted” the proposal on the part of Gas Company was present to defend 
that interpretation. As a consequence cross-examining counsel were some- 
what restricted in their efforts to delve into the matter. 

The testimony of W. R. Morton, Secretary and Chief Accounting Officer 
of Producing Company and also Secretary and Chief Accounting Officer of Gas 
Company, is that “[A]s a result of that letter, we adjusted the prices paid by 
the Gas Company to the Producing Company for West Panhandle gas, as 
follows: 

For the period commencing July 1, 1953 to December 31, 1953, the price 
was adjusted to 7.7478 cents per Mcef. 

For the period from January 1, 1954 through May 22, 1954 the price was 
adjusted to 8.2352 cents per Mcf.” 

He testified, also, that on June 30, 1954 Producing Company billed Gas 
Company for gas delivered during the billing period May 23, through June 22, 
1954. 

As of June 30, 1954 the Producing Company’s books reflected a sales price 
of 9.8262¢ per Mcf for Guymon-Hugoton gas sold Gas Company in the May 23- 
June 22, 1954 period, and that was the price paid by Gas Company for that 
period. No other price has ever appeared on the Producing Company’s books 
for that gas. 

As of May 22, 1954, the rate for gas produced in the Pampa Field was 
7.1863¢ per Mcf. On June 30, Gas Company was billed for the Oklahoma gas 
at 9.8262¢ per Mcf and the Texas Gas at 7.1863¢ per Mcf. At the same time 
an adjustment was made on the books of the companies increasing the charges 
for gas from the Pampa field for the period July 1953 through June 22, 1954 
so as to reflect charges of 7.7478¢ per Mcf for the period July 1, 1953 to 
December 31, 1953 and 8.2352¢ per Mcf for the period January 1, 1954 through 
June 22, 1954. Thus, it was not until after June 7, 1954 that the companies 
undertook any retroactive adjustment of rates, and the increase in the rate for 
Pampa gas was then, for the first time, made applicable to deliveries of 
such gas made prior to the date of the rate adjustment. 

Toward the end of August 1954, Mr. Hofsess obtained a copy of a Railroad 
Commission tabulation dated August 26, 1954, similar to those heretofore 
referred to in which there was shown a weighted average wellhead price of 
8.2071¢ per Mcf for West Panhandle gas for the first six months of 1954.° 

Two days preceding the date of that tabulation, namely, on August 24, 1954, 
Mr. Roth on behalf of Producing Company wrote Gas Company a letter in 
which, after again referring to the contemplation of the April 30, 1953 con- 
tract, he said: 


In the past we have accepted the weighted average wellhead price as 
shown by the exhibit introduced before the Railroad Commission of 
Texas, but because of the fact that the Report and Findings of the Rail- 
road Commission of Texas is not issued until sometime after the close of 
the semi-annual period covered thereby, it has been and in the future will 
be necessary under our Gas Purchase Contract to give retroactive effect 
to price adjustments when made. In order to minimize such final adjust- 
ments and based on our best judgment as to the price which would be 
determined by the said Railroad Commission for each of the semi-annual 
periods for the year 1954, on June 14, 1954 we adjusted the price for gas 


6 This tabulation was presented at a hearing of the Commission held on November 3, 
1954 and announced on December 8, 1954. 
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purchased under the instant contract to 8.2352¢ per Mcf for the period 
from January 1, 1954 to June 30, 1954, and to 8.7226¢ per Mcf for the 
period from July 1, 1954 until further changes were necessary. 

Although the Railroad Commission of Texas has not officially held its 
hearings or issued its Findings for the period January 1, 1954 to June 30, 
1954, the data and information upon which such Findings will be made has 
now been assembled and such information has come to our attention. 
From such data and information it is evident that the current wellhead 
market price for the period from January 1, 1954 to June 30, 1954 will 
be determined by the said Commission to be 8.2071¢ per Mcf rather than 
8.2352¢ per Mcf, which price was used in the adjustment made June 14, 
1954. 

In order to give effect to the provisions of the Gas Purchase Con- 
tract, for the reasons hereinabove stated it is necessary that the price 
for all gas sold and delivered under the Gas Purchase Contract herein- 
above described from the Pampa-Texas Field for the period from Janu- 
ary 1, 1954 to June 30, 1954, be adjusted to 8.2071¢ per Mef, such ad- 
justed price of 8.2071¢ per Mcf to continue for gas delivered from and 
after July 1, 1954 until it can be more definitely determined what the 


current market wellhead price will be for the period from and after 
July 1, 1954. 


With respect to the price of gas in the Guymon-Hugoton Field, Mr. Hofsess 
obtained from five other pipeline companies making purchases in that field 
information showing the volumes of gas purchased by them there in the year 
1953, and for January, February and March, 1954. Those figures when com- 
bined with the figures reflecting the purchases of Gas Company in that field 
during the respective periods reflect a weighted average cost of 10.4643¢ for 
1953 and 10.1829¢ for the first quarter of 1954. The witness testified that 
he had examined a sufficient number of the books and records of those com- 
panies to satisfy himself as to the accuracy of the figures. The witness did 
not state when this data was compiled, but it is obvious from the letter of 
June 14, 1954 that the compilation had not been completed on June 14, 1954. 

It should be noted that during both periods covered by these data four of 
the six purchasers paid exactly the Oklahoma minimum price and one com- 
pany paid only .0984¢ more than that. The sixth company paid a lesser 
average price in 1954 than in 1953. 

In the light of the evidence as set out above, it seems clear that no one in 
the management of either company viewed very critically the provisions of the 
contract of April 30, 1953. And the reason was perfectly apparent from the 
corporate interrelation. What was profit for the one was profit for the other. 
It was not, as has been said, until circumstances arose which attached value 
and advantage to the contract’s construction that a great deal of attention 
was paid to it. Then, naturally, management would be expected to place 
upon it the interpretation most advantageous to them. 

The fact remains, as has been stated, the contract contains no self-executing 
escalation clause. The language cannot be construed as meaning, nor does 
management contend, that there automatically became effective from time to 
time the adjustment in rates permissible under the contract. It must be 
concluded that the rates which were charged from time to time were “effec- 
tive” rates during the period in which they were charged just as much as if 


the contract contained no clause which permitted adjustment of the rates 
from time to time. 
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Producing Company contends that since for the Pampa gas it billed Gas 
Company on June 30, 1954 a supplemental amount which, together with the 
previously prevailing rate of 7.1863¢, aggregated 8.2352¢ per Mef, the latter 
rate is the rate “in effect on” June 7, 1954. In the light of the circumstances 
hereinabove set out, that contention cannot be sustained. As we have seen, 
to so construe such action would be to accept a new procedure never before 
employed by the parties and one which, based upon the earlier conduct of the 
parties, was not contemplated in the language of the contract. 

Producing Company further contends that had it filed the letters of June 14, 
1954 and August 24, 1954 as rate changes such letters would in all probability 
have been accepted for filing. Since they were not so filed, the question is not 
here presented. 

It is still further contended that failure to accept the rate fixed on June 14, 
1954 for gas delivered on and prior to June 7, 1954 would result in discrimina- 
tion against Producing Company when contrasted with the manner in which a 
similar problem involved in a Phillips Petroleum Company filing was treated 
by the Commission. 

However, there is, it is believed, a clear distinction between the two cases. 
There the contract was unquestionably at arms-length. The contract was 
dated December 11, 1945, and all of the supplements thereto were executed 
prior to June 7, 1954. The inflation adjustment clauses were self-executing 
and not dependent to any extent whatever upon further action of any kind by 
either or both of the parties to the agreement. In fact, the triggering of those 
clauses was dependent not upon something that the parties might do, or even 
could do, but, partially at least upon the action of this Commission. What- 
ever the change after June 7, it was not one brought about by the acts of 


the two “parties” to the contract (who were in fact one and the same) as 
was the case here. 


It is difficult to believe that these companies did not know, or at least, 
could not have determined from day to day, week to week, or month to month 
the actual prevailing field price in both the Guymon-Hugoton and the Pampa, 
Texas Fields. With respect to the latter, the management deliberately adopted, 
instead, a plan which involved a delay of as much as two months, or more, 
before they could know what the exact figure would be. And it was not until 
after June 7, 1954 that any action was taken to make the rates retroactive to 
a date prior to the fixing thereof. If the refusal to accept the filing as an 
initial rate schedule, effective on June 7, 1954, results in unequal treatment 
with other producers, it is due entirely to the action of the management. 

It must be concluded that the rates of 9.8262¢ per Mcf for Guymon-Hugoton 
gas and 7.1863¢ per Mcf for Pampa gas were the effective rates on June 7, 
1954, and that those proposed in the letters of June 14, 1954 and August 24, 
1954 constitute changes in rate within the contemplation of Sections 154.94(e) 
and (f) of the Commission’s Rules and Regulations and Section 4(d) and (e) 
of the Natural Gas Act. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record made in this proceeding, the evidence 
adduced and the briefs filed. the Presiding Examiner finds and concludes, in 
addition to the findings and conclusions hereinbefore stated, that: 

(1) The basic contract effective and applicable on June 7, 1954 showing the 
service to be provided by Cities Service Gas Company for the production and 
delivery of gas from the Pampa, Texas, Field and the Texas County, Okla- 
homa, Field, and the rates and charges, and the terms, conditions, classifica- 
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tions, practices, rules and regulations affecting and relating to such rates 
and charges applicable to the sale of natural gas so produced, is the gas 
purchase contract entered into between Empire Gas Company, (the name of 
which corporation has since been changed to Cities Service Gas Producing 
Company) and Cities Service Gas Company on April 30, 1953. 

(2) The initial rate set out in the basic contract described in Finding (1) 
for gas produced and delivered from the lands in the Texas County, Oklahoma, 
Field was 9.8262¢ per Mcf, and for gas produced and delivered from lands in 
the Pampa, Texas, Field it was 6.7961¢ per Mcf, both of which rates were 
subject to adjustment from time to time. 

(3) Except for an increase in the rate of gas produced in the Pampa, 
Texas, Field from 6.7961¢ per Mcf to 7.1963¢ per Mcf made on December 23, 
1953 for gas to be delivered on and after that date, no adjustment or change 
was made on or before June 7, 1954 in the rates and charges for gas produced 
and delivered under the contract described in Finding (1). 

(4) The rate and charge in effect on June 7, 1954 for the sale by Cities 
Service Gas Producing Company to Cities Service Gas Company of gas pro- 
duced by the former in the Texas County, Oklahoma, Field under the basic 
contract described in Finding (1) was 9.8262¢ per Mcf. 

(5) The rate and charge in effect on June 7, 1954 for the sale by Cities 
Service Gas Producing Company to Cities Service Gas Company of gas pro- 
duced by the former in the Pampa, Texas, Field under the basic contract 
described in Finding (1), after the adjustment described in Finding (3), was 
7.1863 cents per Mcf. 

(6) The letters of June 14, 1954 and August 24, 1954 from Cities Service 
Gas Producing Company to Cities Service Gas Company constitute supplements 
to the basic contract described in Finding (1) and are changes in the rates 
and charges in effect on June 7, 1954, as found in Findings (4) and (5) and 
within the meaning of Section 154.94 of the Commission’s Rules and Regula- 
tions and subsections 4(d) and (e) of the Natural Gas Act. 

(7) The documents tendered by Cities Service Gas Producing Company for 
filing with the Commission on September 13, 1953 did not set forth the rates 
and charges effective on June 7, 1954 for natural gas produced and delivered 
under the basic contract described in Finding (1) and they did not, therefore, 
constitute an initial filing of a rate schedule within the meaning of Section 
154.92 of the Commission’s Rules and Regulations. 

(8) The documents tendered by Cities Service Gas Producing Company for 
filing with the Commission on September 13, 1954 did not conform to the 
requirements of Section 154.94 of the Commission’s Rules and Regulations 
relating to the filing of changes in rates. 

(9) The documents tendered by Cities Service Gas Producing Company on 
September 13, 1954 for filing with the Commission were properly rejected by 
the Secretary as not in conformance with the Commission’s Rules and Regula- 
tions. 












ORDER 





Wherefore, it is ordered, subject to review by the Commission on appeal, or 
upon its own motion as provided in the Commission’s Rules of Practice and 
Procedure, that: 

The proceeding herein be, and the same is, dismissed. 


EpWaArp B. Marsa, 
Presiding Examiner. 
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Order modifying decision of presiding examiner 
and affirming decision as so modified 


July 15, 1955 


The Presiding Examiner’s Decision in this proceeding was filed and issued 
on April 22, 1955. Thereafter, Cities Service Gas Producing Company (Pro- 
ducing Company) filed with the Commission exceptions, together with a brief 
in support thereof, to the said Decision. Pursuant to request of the Producing 
Company, oral argument was heard by the Commission concerning matters 
included in the exceptions. 

Upon consideration of the evidence, the briefs filed, the Decision of the 
Presiding Examiner, the exceptions thereto and the brief in support thereof, 
and the entire record, the Commission finds that the aforesaid Decision should 
be modified as hereinafter ordered, and that as so modified the Decision should 
be affirmed. 

The Commission orders: 

(A) The paragraph appearing on page 281 of the Decision be and it is hereby 
modified to read as follows: 

On September 13, 1954 Cities Service Gas Producing Company (Producing 
Company) tendered for filing with the Federal Power Commission what the 
Producing Company characterized in its letter of transmittal dated Sep- 
tember 10, 1954, as “[a]n initial rate schedule under the provisions of 18 C.F.R. 
154.92(a),” a gas purchase contract dated April 30, 1953, between Producing 
Company’ as seller and Cities Service Gas Company (Gas Company) as buyer. 
Included as part of the tendered filing were two letter agreements dated 
June 14, 1954, and August 24, 1954, respectively, each with the Gas Company, 
giving notice of changes in rates in accordance with a redetermination pro- 
vision of the contract of April 30, 1953. The above-mentioned letter of trans- 
mittal of the Producing Company, dated. September 10, 1954, also purported to 
give notice of another change in rate for certain of the gas delivered under 
the contract of April 30, 1953. On October 13, 1954, a letter over the signature 
of the Secretary of the Commission, and addressed to the Producing Company, 
advised the latter that there were not included with the tendered filing above 
described the data required by Sections 154.94(e) and (f) of the Commis- 
sion’s Regulations under the Natural Gas Act to be submitted with proposed 
rate changes, rejected the documents proposing rate changes as being in- 
complete filings, and returned to the Producing Company one copy of each 
of such documents; namely, the transmittal letter of September 10, 1954, the 
letter agreement dated June 14, 1954, and the letter agreement dated August 24, 
1954. A second copy of each of these rejected and returned documents was 
retained in the Commission’s files for information purposes. The remaining 
portions of the tendered filing were accepted by the Commission and have been 
designated in its files as Cities Service Gas Producing Company FPC Gas Rate 
Schedule No. 1. 

(B) The paragraph appearing at page 281 of the Decision be and it is hereby 
modified to read as follows: 

The single issue in the case is whether the documents tendered for filing 
on September 13, 1954, constitute a rate filing in accordance with the require- 
ments of Section 154.92(a) of the Commission’s Regulations under the Natural 
Gas Act as contended by Producing Company, or whether the aforementioned 
letters rejected by the Commission constitute, instead, a change or changes in 
rates which must meet the requirements of Sections 154.94(e) and (f) of such 
Regulations. 


1 Actually Empire Gas Company, Producing Company's predecesszor. 
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(C) The paragraph appearing on page 283 of the Decision be and it is hereby 
modified to read as follows: 

It is evident that the filing did not conform to the requirements of Sec- 
tions 154.94(e) and (f) of the Regulations. Although Producing Company 
recites in its brief that it is apparent on the face of the letter of the Secretary 
dated October 13, 1954, that it was not sent at the direction of the Commission, 
but rather as a result of Commission Staff action, the authority of the Secretary 
to reject a tendered filing which clearly fails to conform to the requirements 
of the Commission’s Rules and Regulations does not appear to be questioned. 
Consequently, it is manifest that unless the rejected portions of the proposed 
filing can be found to be parts of a rate schedule which sets forth the rates 
and charges “effective” on June 7, 1954, within the purview of Section 154.92 (a) 
of the Commission’s Regulations, they were properly rejected by the Secretary 
as not in conformance with such Regulations. 

(D) The following sentence be and it is hereby added at the end of the 
fifth paragraph appearing on page 289 of the Decision: 

However, Producing Company’s letter of transmittal dated September 10, 
1954, gives notice that the price proposed by the Producing Company to be 
charged for this gas is 10.1829¢ per Mcf. 

(E) The paragraph appearing on page 291 of the Decision be and it is hereby 
modified to read as follows: 

It must be concluded that the rates of 9.8262¢ per Mcf for Guymon-Hugoton 
gas and 7.1863¢ per Mcf for Pampa gas were the effective rates on June 7, 
1954, and that those proposed in the letters of September 10, 1954, June 14, 
1954, and August 24, 1954, constitute changes in rate within the contemplation 
of Sections 154.94(e) and (f) of the Commission’s Rules and Regulations and 
Sections 4(d) and (e) of the Natural Gas Act. 

(F) Paragraphs numbered (3), (6), (7), (8) and (9) of the Findings and 
Conclusions set forth in the Decision be and they are each hereby modified 
to read as follows: 

(3) Except for an increase in the rate of gas produced in the Pampa, Texas, 
Field from 6.79614 per Mcf to 7.1863¢ per Mcf made on December 23, 1953 for 
gas to be delivered on and after that date, no adjustment or change was 
made on or before June 7, 1954 in the rates and charges for gas produced 
and delivered under the contract described in Finding (1). 

(6) The letter of transmittal of September 10, 1954 and the letters of 
June 14, 1954 and August 24, 1954 from Cities Service Gas Producing Company 
to Cities Service Gas Company constitute supplements to the basic contract 
described in Finding (1) and provide for changes in the rates and charges 
in effect on June 7, 1954, as found in Findings (4) and (5) and within the 
meaning of Section 154.94 of the Commission’s Rules and Regulations and 
Sections 4(d) and (e) of the Natural Gas Act. 

(7) The aforesaid letters of September 10, 1954, June 14, 1954 and August 24, 
1954 did not set forth the rates and charges effective on June 7, 1954 for 
natural gas produced and delivered under the basic contract described in 
Finding (1), and they did not, therefore, constitute a filing of a rate schedule 
within the meaning of Section 154.92 of the Commission’s Rules and Regula- 
tions, nor a proper part thereof. 

(8) The letters of September 10, 1954, June 14, 1954 and August 24, 1954 
tendered by Cities Service Gas Producing Company for filing with the Com- 
mission on September 13, 1954 did not conform to the requirements of Sec- 
tion 154.94 of the Commission’s Rules and Regulations relating to the filing 
of changes in rates. 
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(9) The letters of September 10, 1954, June 14, 1954 and August 24, 1954 
tendered by Cities Service Gas Producing Company on September 13, 1954 for 
filing with the Commission were properly rejected by the Secretary as not 
in conformance with the Commission’s Rules and Regulations. 

(G) The Decision of the Presiding Examiner filed and issued herein on 
April 22, 1955, as modified by this order, be and the same is hereby affirmed; 
and said decision as so modified, shall become effective as the decision of 
the Commission as of the date of issuance of this order. 

(H) To the extent that the exceptions filed by the Cities Service Gas Pro- 
ducing Company to the Decision of the Presiding Examiner are inconsistent 
with the order and decision of the Commission herein, such exceptions be 
and the same are hereby denied. 


Diesy, Commissioner, concurring: 


I agree with the foregoing order of the Commission rejecting applicant’s con- 
tention that the price adjustments contained in the letter agreement, dated 
June 14, 1954, constitute the effective rate or price on June 7, 1954. Federal 
Power Commission Order No. 174, issued on July 16, 1954, is the basic authority 
of the Commission concerning the regulation of independent producers as de- 
fined in that order. I did not agree with the majority of the Commission in 
the adoption of Order No. 174, which was later amended by Orders Nos. 174-A 
and 174-B. However, these orders constitute the only authorized procedural 
regulation of independent producers in these matters and I consider it proper 
to be bound by and support these orders. 

I have not receded from the view expressed in my dissent in connection with 
Order No. 174 and the amendments thereto. Concerning that order, I said: 

The effect of this order will not only fix rates retroactively to June 7, 
1954, but will in many instances have the effect of reducing rates or prices 
of producers which have increased under their sales contracts since 
June 7, 1954. 
This proceeding presents a situation where the agreed price to be paid for 
gas was adjusted and increased by a letter agreement, dated June 14, 1954, 
more than thirty days before the issuance of Order No. 174. Under the pro- 
visions of Order No. 174 and its amendments, the contract price fixed by the 
letter agreement, dated June 14, 1954, was not permitted to become effective 
as an original rate and was by said order reduced to the effective rate as 
of June 7, 1954. 


IN THE MATTER OF 
CITIES SERVICE GAS COMPANY 


Upon Application to Abandon under Section 7 of the Natural Gas Act 
and for Certification of Certain New Facilities and Service 


Docket No. G—2493 
June 27, 1955* 
Syllabus 


1. Commission construes the “public” whose convenience and necessity are the 
subjects of inquiry to be the public which exists in the area to be affected 
by the proposed abandonment or construction and service. P. 300. 


* Initial decision became the final decision and order of the Commission by order of the 
Commission issued August 8, 1955, infra, p. 307. 
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2. Applicant has failed to prove the availability of a supply of gas sufficient 
to serve the Ralph Green station without impairing its ability to serve its 
other customers. P. 304. 

8. Commission issues a certificate of public convenience and necessity under 
section 7 of the Natural Gas Act to Cities Service authorizing the con- 
struction and operation of facilities for the transportation and sale of 
natural gas and also authorizes the abandonment of facilities and service 
by Cities Service. P. 306. 


Conrad C. Mount, O. R. Stites, Robert R. McCracken, Robert N. Berry, and 
John W. Scott for Cities Service Gas Co. 
Sherman 8. Poland for the staff of the Federal Power Commission. 


STATEMENT OF THE PROCEEDINGS 


Ivins, Presiding Examiner: These proceedings arose upon an application filed 
on July 19, 1954 by Cities Service Gas Company,! pursuant to Section 7 of the 
Natural Gas Act, seeking permission to abandon certain service and facilities 
and for a certificate of public convenience and necessity authorizing the con- 
struction and operation of certain other facilities, all subject to the jurisdiction 
of the Federal Power Commission. A supplement to the application was filed 
on October 22, 1954. 

Cities Service proposes to abandon and salvage a 17.2-mile section of 6-inch 
transmission line in Johnson and Cass Counties, Missouri, which presently 
serves the Towns of Pleasant Hill, Lonejack, Kingsville, and Holden, Missouri, 
together with eight individual resale customers of The Gas Service Company 
along the right-of-way. The request for certificate authorization proposes con- 
struction of new facilities to maintain service to these four towns, but service 
to The Gas Service Company for sale to the eight customers along the right- 
of-way of the 6-inch line would be discontinued, and the line abandoned and 
salvaged. The proposal would, however, include the initiation of interruptible 
natural gas service for boiler fuel use to the Ralph Green electric generating 
station of the Missouri Public Service Company at Pleasant Hill. 

Cities Service also requested disposition of the application as a non-contested 
matter under the provisions of Section 1.82(b) of the Commission’s Rules of 
Practice and Procedure.? 

Notice of the application was published in the Federal Register on August 7, 
1954 (19 F.R. 5009). 

On August 20, 1954, the National Coal Association, United Mine Workers of 
America, and Fuels Research Council, Inc.,° filed a joint petition seeking to 
intervene in this cause in opposition to Applicant’s proposal to provide natural 
gas for use as boiler fuel to the Ralph Green station, thereby displacing large 
quantities of coal “which would otherwise be used in said plant”, Such 
petition was granted by the Commission’s order issued September 2, 1954. By 
order issued January 28, 1955, the Commission denied Applicant’s request for 
disposition of this matter under the provisions of Section 1.82(b), Supra (since 


1 Cities Service Gas Company will sometimes hereinafter be referred to as the “Applicant” 
or “Cities Service” ; the Natural Gas Act (15 U.S.C. 717 et seq.) as the “Act”; the Federal 
Power Commission as the “Commission” ; The Gas Service Company, Applicant’s distributor 
in the area here involved, as “Service Company” ; The Missouri Public Service Company as 
“Public Service’. 

2 This section deals with shortened procedures which the Commission may follow in 
disposing of proceedings after a hearing under statutory requirement, at which no contest 
or opposition develops. 

3 These joint interveners will hereinafter be referred to collectively as the “competing 
fuel interveners’”’, or the “interveners”’. 
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it was no longer an uncontested proceeding), and fixed February 24, 1955, as 
the date of hearing. 

Following service of notice of hearing upon the parties, and publication 
thereof in the Federal Register (on February 4, 1955, 20 F.R. 777-78), 
hearings were held before the undersigned on the issues presented by the 
pleadings on February 24 and 25, 1955. 

Briefs have been submitted by all the parties. 


SUMMARY OF PROPOSALS 


For purposes of convenience and clarity Applicant’s proposals may be divided 
into two parts. The first of these involves abandonment of natural gas facilities 
and a portion of the service rendered through those facilities, namely, service 
to 8 farm-tap customers of Applicant’s local distributor, The Gas Service 
Company, who are located along the right-of-way. The second part deals with 
Applicant’s request for a certificate of public convenience and necessity author- 
izing the construction of new facilities by means of which it would maintain 
firm service to the four towns presently served through the facilities to be 
abandoned. In addition, Applicant proposes that the new facilities be designed 
so as to permit it to initiate natural gas service for boiler fuel use to the 
Ralph Green electric generating station of the Missouri Public Service Company. 

Applicant described the proposed operation of abandonment and salvage of 
existing facilities as a “reclaim”. 

No additional firm service, or jurisdictional sales or service, is contemplated 
in the entire proposal. 


CONTROLLING STATUTORY PROVISIONS 


The Applicant Cities Service Gas Company has heretofore been found by 
the Commission to be subject to the jurisdiction of the Commission, and a 
“natural-gas company” within the meaning of the Natural Gas Act.* 

Accordingly, Applicant’s proposed abandonment of natural gas facilities, and 
a portion of the natural gas service presently rendered through those facilities, 
falls within the purview of Section 7(b) of the Natural Gas Act, which, in 
so far as is here pertinent, provides in substance that no “natural-gas com- 
pany” shall abandon any portion of its facilities (which are subject to Com- 
mission jurisdiction) or any service thereby rendered, without first obtaining 
Commission approval following “due hearing” and a finding by the Commis- 
sion that “the present or future public convenience and necessity permit such 
abandonment”. 

Applicant’s request for certificate authorization to enable it to construct 
and maintain new facilities so as to maintain service to the four communities 
presently served, and also to initiate service to the Ralph Green station, is 
controlled by the provisions of Section 7(c) and (e) of the Act. In so far as 
is here applicable, they authorize the issuance of a certificate of public con- 
venience and necessity authorizing the construction and operation of proposed 
facilities where “it is found that the applicant is able and willing properly to 
do the acts and perform the services proposed * * *” where the proposal “will 
be required by the present or future public convenience and necessity; other- 
wise such application shall be denied”. 


ULTIMATE ISSUES PRESENTED 


The ultimate issues here presented for determination are whether the present 
or future public convenience and necessity (1) permit the abandonment of 


4 Order entered December 28, 1943, in Docket No. G-298, 4 F.P.C. 471. 
468917—59——_22 
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Applicant’s present 17.2 miles of 6-inch lateral in Johnson and Cass Counties, 
Missouri, and a portion of the service now rendered through these facilities, 
and (2) require or will require the construction and maintenance of the new 
facilities which would enable Applicant to continue natural gas service to the 
four towns presently served through the facilities to be abandoned, and (3) also 
require the initiation of natural gas service for boiler fuel use to the Ralph 
Green electric generating station. 


POSITIONS OF THE PARTIES 


The Applicant in its briefs insists that the record evidence entitles it to 
receive Commission approval and authorization for (1) the abandonment of 
the 6-inch lateral referred to above, (2) the construction and operation of 
the new facilities to continue service to the communities of Pleasant Hill, 
Lonejack, Kingsville and Holden, Missouri, and (3). the construction and op- 
eration of necessary facilities to enable Applicant to initiate the proposed 
service to the Ralph Green station. 

Commission Staff Counsel concedes that the record warrants a conclusion 
that abandonment of the 6-inch lateral, and construction of the new facilities 
to continue service to these four communities, are required by the public con- 
venience and necessity. Staff Counsel insists that the record does not warrant 
approval of the initiation of service to the Ralph Green station. Staff Counsel 
urges that there is no evidence of proven reserves from which any determina- 
tion might be made as to the effect of the proposed boiler fuel service upon 
reserves, or as to the possible impairment of service to Applicant’s present 
customers. 

Counsel for the competing fuel interveners, at the hearing and subsequently 
by specific statements in their briefs, limit their participation in the proceed- 
ings to opposing “the proposed sale of gas * * * for use as boiler fuel”. The 
interveners insist that there is no competent showing as to Applicant’s gas 
reserves or as to the adequacy of the gas available for the proposed service 
to the Ralph Green station. Interveners also contend that the proposed sale 
of natural gas for use as “boiler fuel is an inferior use”. They quote from 
the Commission’s Opinion No. 250,° In the Matter of Mississippi River Fuel 
Corporation, Docket No, G-1995, 12 F. P. C. 109, to the effect that such a sale 
“should be permitted only on a positive showing that it is required by the public 
convenience and necessity”. Apparently the interveners’ opposition to Appli- 
eant’s request for certificate authorization to render natural gas service to the 
Ralph Green station is based upon the contention that such service would not 
only be injurious to their competitive interests, but would also constitute an 
economically wasteful use of a limited natural resource. 


THE ABANDONMENT 


Applicant acquired the 17.2 miles of 6-inch lateral which it proposes to 
abandon and salvage through purchase from Interstate Gas Company in 1947. 


5 This opinion, issued May 11, 1953, reversed an Examiner’s decision which granted cer- 
tification for boiler fuel use of natural gas. Following a rehearing, in an order subse- 
quently issued on December 14, 1953, 12 F. P. C. 114, the Commission found that the case 
“falls in a twilight zone insofar as public interest and necessity is concerned * * *” re- 
affirming ‘the principles announced in Opinion No. 250” but finding “upon examination 
of the evidence adduced at the rehearing that public convenience and necessity require 
that the application herein be granted”. Cf. The Presiding Examiner’s decision issued Feb- 
ruary 4, 1955, In the Matter of Southern Natural Gas Company, Docket No. G—2499, and 
Commission order issued May 20, 1955, affirming, with Commissioners Draper and Smith's 
attached Dissent, 14 F. P. C. 243. 
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These facilities were constructed in 1930, are in very poor condition, and from 
an engineering and economic standpoint should be replaced by modern con- 
struction. This line is operated at 70 pounds pressure where it connects with 
the 12-inch Ottawa-Sedalia line, which affords 50 pounds pressure at Pleasant 
Hill, which in turn is ample to carry the peak-day requirements to the town 
of Lonejack. This takes care of the 1,201 Mcf peak-day requirements for 
Pleasant Hill and the 90 Mcf peak-day requirements of Lonejack. Leakage is 
directly proportionate to the volume of gas delivered through the line. Ap- 
plicant holds the pressure on this line to an absolute minimum, and the 
70-pound pressure on the 6-inch lateral is the lowest operating pressure under 
which the present load can be handled. If Applicant undertook to serve the 
requirements of the Ralph Green electric generating station through this line 
it would be necessary to greatly increase the present line pressure, and the 
leakage would increase proportionately. Applicant’s records show that there 
is not a great deal of difference between the leakage experienced on the line 
as between summer and winter. In the year 1954 the leakage amounted to 
approximately 30 per cent of the volume of gas delivered through the line. 
This was about double the 1953 leakage, and is becoming progressively greater. 
The 1954 leakage represents a dollar loss of $13,955. Replacement of this line 
would result in a reduction of line leakage losses from 89,395 Mcf per year 
to 2,332 Mcf per year. 

The total cost to Applicant to salvage the old facilities is estimated at 
$35,000. The proposed facilities will have an estimated over-all cost of $140,000. 
The estimated value of the materials to be salvaged from the old line is 
$41,000. The present line follows a meandering route. Maintenance costs will 
be less for the proposed facilities which will follow a relatively shorter, more 
direct route. 


While a detailed engineering study of the cost and feasibility of renovating 
the line sought to be abandoned was not presented, the proposal to abandon 
it and construct the new line was determined by Applicant on the basis of 
engineering judgment. Construction of the new facilities for service to 
Pleasant Hill and Lonejack is so desirable that Applicant would request such 
authorization even though permission to abandon operation of the 6-inch line 
is denied. 


The eight farm-tap customers of Gas Service Company, whose service will 
be discontinued through abandonment of the old line, are each estimated to 
use about 100 Mcf of natural gas per year. Rural inhabitants of the area 
where these individuals are located ordinarily use natural gas for space and 
water heating, cooking and minor incidental uses such as heating chicken 
houses. One of Applicant’s witnesses testified that two of these eight customers 
appeared to be located sufficiently close to Applicant’s existing lines, or to the 
proposed line, to make service to them feasible and that he would recommend 
that they be reconnected for such service. Incidentally, bottled gas or fuel 
oil are apparently available to them for heating, and electricity for cooking 
and water heating. Coal is also an available fuel. 

Applicant states in the supplement to its application herein that it is advised 
by Gas Service Company that the latter company is not required by the 
Missouri Public Service Commission to obtain authority to abandon service 
to these eight tap customers. In so far as Applicant is concerned “the only 
jurisdictional question involved is the abandonment of service to Gas Service 
Company”. However, this is a matter which the Commission will give con- 
sideration to in determining whether public convenience and necessity permit 
the abandonment of the facilities. 
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THE CERTIFICATE REPLACING PRESENT FACILITIES 


As hereinabove indicated, Applicant proposes to construct new lateral lines 
from its Ottawa-Sedalia 12-inch line so as to maintain firm service to the com- 
munities of Holden, Kingsville, Pleasant Hill, and Lonejack, all of which are 
presently served through the 6-inch lateral which it proposes to abandon. 
The existing 6-inch lateral line serves the town of Holden, south of the Ottawa- 
Sedalia 12-inch line from which it secures its gas supply, and proceeds in a 
northwesterly direction, serving the town of Kingsville, and on in a north or 
northwesterly direction until it reaches a point in Jackson County where it 
connects with a line which serves the towns of Pleasant Hill and Lonejack. 
This line would be abandoned and reclaimed. 

If such abandonment is authorized, Applicant would first construct .75 mile 
of 4-inch lateral from the 12-inch Ottawa-Sedalia line, in a general south- 
wardly direction to the town of Holden, and 1.25 miles of 2-inch line from the 
Ottawa-Sedalia 12-inch line in a general northwardly direction to the town 
of Kingsville. Both of these laterals would be completed before the 6-inch 
line is abandoned so as to prevent interruption of service to these two com- 
munities. 

Applicant also proposes to construct 6.5 miles of 8-inch line beginning at a 
point on the Ottawa-Sedalia 12-inch line, and proceeding north and east to the 
new Ralph Green generating station of the Missouri Public Service Company. 
Applicant also proposes to construct 3 miles of 4-inch line from a point of con- 
nection with the 8-inch line at the Ralph Green plant, northwardly to the 
town border of Pleasant Hill, where it would connect with the existing line 
to Lonejack. If authorized, Applicant likewise proposes to complete this 
construction prior to abandonment and salvage of the old 6-inch lateral, so as 
to avoid interruption of service to the towns of Pleasant Hill and Lonejack. 

The 8-inch segment from the Ottawa-Sedalia 12-inch line to the Ralph Green 
station would carry approximately 21,000 Mcf of gas per day. This would 
provide sufficient capacity to handle the interruptible load to the station, and 
the firm peak load to Pleasant Hill and Lonejack. 

As indicated, unless the proposed service to the Ralph Green electric gen- 
erating station is authorized, a 4-inch line from the 12-inch Ottawa-Sedalia line 
to the town of Pleasant Hill would provide sufficient capacity to maintain 
service to that town and the town of Lonejack. It could be shorter than the 
route shown in Applicant’s exhibits (which contemplate service to the gen- 
erating station) by going up east of Pleasant Hill so as to tie-in at the north 
side of the present town border station. This would enable Applicant to 
maintain service to both towns. 


Irrespective of whether approval is granted for service to the Ralph Green 
station, Applicant desires to proceed with construction of the line to Pleasant 
Hill, for service to these towns, and the abandonment and salvage of the 
old 6-inch lateral. 


BASIC REGULATORY STANDARDS 


The familiar regulatory phrase “public convenience and necessity” must, 
under the uniform decisions of this Commission and the courts, be determined 
on the facts and circumstances of each particular case. The “public” whose 
convenience and necessity are the subjects of inquiry is construed to be the 
public which exists in the area to be affected by the proposed abandonment, 
or construction and service. In the instant case this includes the Applicant, 






6 The peak-day requirements of Holden and Kingsville are 1025 Mcf and 91 Mcf, respec- 
tively. 
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the Missouri Public Service Company, for whose Ralph Green station service 
is proposed, the competing fuel interests, and every other person in the area 
to be affected by Applicant’s proposal. 

Early in the administration of Section 7 of the Act, the Commission formu- 
lated the essential standard which applicants for certificates would be required 
to meet.?7 This included adequate supplies of natural gas, sufficient markets, 
appropriate design, and sound financing. This basic standard has been applied 
by the Commission in the adjudication of subsequent certificate applications in 
determining where the “public convenience and necessity” lay. 


COST OF CONSTRUCTION AND SALVAGE—FINANCING 


The cost attributable to construction of the new facilities necessary to 
maintain service to the communities of Holden, Kingsville, Pleasant Hill, and 
Lonejack is $80,500. The savings shown in line losses would approximate 
89,395 Mcf, or about $13,591 per year. These same savings would accrue 
whether or not service to the Ralph Green station is authorized. The Applicant 
would proceed with the relocation of the lines for service to these four com- 
munities, and with the abandonment and salvage of the old facilities, even 
though authorization to serve the Ralph Green station is denied. 

The total cost of construction, including capacity to render service to the 
station, is estimated at $181,000, from which there is deducted $41,000 as the 
salvage value of the 6-inch line to be abandoned. Cost of capacity allocated 
to the station service is estimated at $59,500. 

Salvage of the facilities to be abandoned and construction of such new 
facilities as may be authorized in this proceeding will be financed out of the 
proceeds of an unsecured bank credit of $5,000,000, or from Applicant’s treasury 
eash, or both. 


ABANDONMENT OF LEAKING LINE AND CONSTRUCTION TO MAINTAIN SERVICE TO 
TOWNS JUSTIFIED 


Staff Counsel concedes that the record warrants a conclusion that abandon- 
ment and “reclaim” of the 6-inch lateral construction and operation of the 
proposed new lateral lines for maintaining service to the four towns presently 
served are required by the public convenience and necessity. While abandon- 
ment and “reclaim” of the 6-inch lateral will result in abandonment of service 
to the eight farm-tap customers of Gas Service Company, who are each esti- 
mated to use 100 Mcf of gas per annum, the disadvantages to these few cus- 
tomers must be weighed against the convenience and necessity of the much 
larger public which will benefit directly or indirectly through the change in 
facilities. It is clearly shown that this proposed change in facilities will 
benefit Applicant’s system customers and conserve natural gas which is now 
being lost through steadily increased leakage. There is no problem of gas 
supply involved in this phase of the case. This line leakage constitutes a drain 
upon Applicant’s system and “would, in the final analysis, be borne by other 
jurisdictional customers”. 


7 Kansas Pipe Line Company, et al., 2 F.P.C. 29. 
8 The interveners took no position on this proposal, specifically limiting their participa- 
tion to opposing the proposed sale of gas to the Ralph Green station for boiler fuel use, 
as indicated above. 

9 The order entered in Arkansas Louisiana Gas Company, September 15, 1949, in Docket 
No. G-1193, 8 F.P.C. 1135, is a typical example where service to farm-tap customers has 
been terminated when public convenience and necessity were thought to require approval 
of the application for abandonment of facilities and service. 
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The record clearly demonstrates that the present and future public con- 
venience and necessity permit the abandonment of the 6-inch lateral and the 
construction and operation of the proposed lateral lines for maintaining service 
to the four towns presently served, and that Applicant’s showing satisfies the 
requirements of Section 7(b), (c) and (e) in connection with this portion 
of its proposal. 

SERVICE TO THE BALPH GREEN POWER PLANT 


Applicant has contracted with Public Service to furnish natural gas on an 
interruptible basis to the Ralph Green station for use as boiler fuel. 

The Gas Service Company is Applicant’s gas distributor in the Pleasant Hill 
area. As the result of informal negotiations between representatives of Cities 
Service, the Gas Service Company, and Missouri Public Service Company, it 
was agreed that the first 1000 Mcf of natural gas per day served to the Ralph 
Green station would be by Gas Service, and that any excess over the first 
1000 Mcf per day would be served by Cities Service. According to the record 
this “is a bookkeeping proposition”, was for the purpose of protecting Gas 
Service’s load distribution as between firm and interruptible customers, and 
possible future rate problems, and was agreeable to all three companies. 

Testimony and detailed exhibits were offered to show the estimated total 
fuel requirements for the station for the years 1955 and 1956, and for the 
year 1957, and yearly thereafter. A showing was likewise made as to com- 
parable fuel costs when using coal to meet 100 per cent of the annual fuel 
requirements, using natural gas in like manner, and also on the basis of using 
natural gas to meet 75 per cent of such estimated annual requirements, the 
remaining 25 per cent of the fuel requirement being secured from the use of 
coal. This (75 per cent) is the extent of the natural gas service which 
Applicant expects being able to provide on the basis of Applicant’s experience 
during 1954 in meeting the requirements of the Sedalia plant. It is a minimum 
as distinguished from a maximum figure, and is shown to be 1,844,086 Mcf per 
year for the years 1955 and 1956, and 2,997,826 Mcf for the year 1957 and 
yearly thereafter. The incremental cost of an 8-inch line to the town of 
Pleasant Hill as against the cost of a 4-inch line, which could be used if service 
to the Ralph Green station is not to be initiated, is $59,500, and on the basis of 
the earnings which are shown to be expected from that service of $33,038 per 
year, the additional expenditure to serve the station would be returned to the 
Applicant in 1.8 years. 

This savings is based upon a sales price of 16.09 cents per Mcf to the Gas 
Service Company for resale of the first 1,000 Mcf per day to Missouri Public 
Service Company, and 20,365 Mcf for the remainder sold directly by the 
Applicant to Missouri Public Service Company; Applicant estimates a net 
annual income from this service during 1955 and 1956 of $33,038, as above 
indicated. 

When a second unit is installed at the Ralph Green station in 1957, the net 
income would increase to $58,262. The cost-of-gas figure used by Applicant is 
based upon the system unit cost of gas. 

There is some evidence to indicate that the interruptible service to the 
Ralph Green station would increase Cities Service’s system load factor and 
result in benefits to all its customers.1° The evidence did not include specific 
calculations or detailed testimony as to the improvement to the system load 
factor or testimony to indicate that such improvement might favorably affect 
Applicant’s rates. 


10 Theoretically, this is always true when the rate charged is fully compensatory for the 
cost of the off-peak service. 


n,n a a ee 
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Evidence was presented to show the annual savings to Missouri Public 
Service Company when gas is used as the primary fuel to supply the require- 
ments of the Ralph Green station, instead of coal. Based upon a coal cost of 
$5.3558 per ton, plus handling and other incidental charges, annual savings 
in the operation of the station using gas for 75 per cent of its requirements 
would be approximately $55,612 for the years 1955 and 1956, and $91,476 for 
the year 1957, when the second unit is added. Neither Staff Counsel nor 
interveners contest the accuracy of these figures, and they appear to be 
reasonably accurate. 

The record also indicates an additional savings to Public Service of ap- 
proximately $62,000 per year by using gas as the primary fuel instead of coal. 
This is the estimated dollar value of the loss of salable kilowatts of. elec- 
tricity which it is claimed cannot be generated without injury to carbon steel 
tubes in the plant when coal is the primary fuel—but can be generated without 
injury to such equipment when gas is used. 

The record indicates that Public Service has not had a rate increase within 
the past 17 to 20 years. The one official of that company who testified claimed 
that economies of the type here proposed through the use of natural gas 
have enabled the company to hold down its customer electric rates. He stated 
that savings in fuel costs would redound to the benefit of all the company’s 
customers. However, on cross-examination he conceded that the fuel adjust- 
ment clause only operates for the benefit of some industrial customers, and 
he was unable to recall the particular industrial customer category whose 
demands entitled them to the adjustment clause. The record does not contain 
evidence to demonstrate how the possible fuel savings here involved would 
actually result in a rate benefit to ultimate electric customers. 

It is estimated that if natural gas is used in the plant it will continue to 
use about 24,294 tons of coal per year for the years 1955 and 1956, and ap- 
proximately 39,493 tons for the year 1957. This would result in a displace- 
ment of 72,882 tons annually in 1955 and 1956 and 118,477 tons in 1957, 
through utilizing gas to meet 75 per cent of the plant’s total fuel requirements. 

Under the terms of the contract between Applicant and Public Service the 
cost of gas per Mcf might increase under the automatic adjustment of price 
therein provided. However, if the cost of gas became greater than the cost 
of coal, Public Service would be obliged to continue to pay for gas available 
to it. No escape clause which would permit Public Service to revert to the 
use of coal if it became cheaper is included in the contract. It does contain 
a provision for a new base price in three years, when the primary term ends, 
and if the parties then agree on a new base price the contract runs until 
1965. One of Applicant’s witnesses conceded that if the cost of gas became 
greater than the cost of coal Public Service would be bound to continue to take 
gas under the contract. He stated that “I doubt very much whether we would 
try to enforce the benefits to that extent”. 


























GAS SUPPLY SHOWING DOES NOT WARRANT APPROVAL OF POWER PLANT SERVICE 







The Applicant aserts that no specific reserves are dedicated to the proposed 
service to the Ralph Green station, but will be made available from the gen- 
eral system reserve. It also argues that the amounts of gas to be used in 
the proposed service to the plant are not significant when considered from a 
standpoint of the Applicant’s available system gas. 

On the other hand, Commission Staff Counsel, and Counsel for the in- 
terveners, adhere to the position which they both took throughout the hearing; 
they insist that the burden of proving availability of a supply of gas sufficient 
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to serve the Ralph Green station without impairing its ability to serve its 
other customers is upon the Applicant, and that the Applicant has failed to 
discharge that burden. 

The only evidence purporting to prove the sufficiency of Applicant’s gas 
supply was taken from Applicant’s Annual Report, as of December 31, 1953, 
filed with this Commission, contained in Exhibit H, attached to the abbreviated 
application herein, and incorporated in the record as Item A, by reference. No 
witness was produced who was able to substantiate from his own knowledge 
such figures in the Report, which claimed a grand total system reserve of 
8,574,496,000 Mcf of natural gas in place as of December 31, 1953, at 14.73 
pounds pressure base, 60 degrees. Applicant’s witness, who was permitted after 
extended discussion and objection to read these figures into the record, testified 
that he did not know these facts on his own knowledge. This being the nature 
of Applicant’s only proof on available gas for sale to the power plant, the 
record is devoid of any truly probative evidence from which the Examiner 
would be justified in making a finding that the Applicant has available, and 
deliverable, adequate supplies of natural gas from which the proposed service 
and sale to the Missouri Public Service Company can be made without adversely 
affecting Applicant’s service to its existing customer. The burden rests upon 
the Applicant to produce probative evidence to support its application on 
every material contested issue. This the Applicant has failed to do and its 
application in so far as it relates to the proposed service and sale for the 
Ralph Green electric generating station must be disallowed. Under the doc- 
trine of the Kansas Pipe Line Company case, the Examiner feels that no other 
course is open to him. Therefore the undersigned will deny and disallow this 
portion of the application. Having so decided, it is not necessary to rule 
upon the other grounds which the interveners have urged as allegedly sup- 
porting the denial of this portion of the certificate application, since they are 
now moot. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs of counsel, 
as well as upon the preceding portion of this decision, it is found and con- 
cluded that: 

(1) Cities Service Gas Company (Cities Service), a Delaware corporation 
with its principal place of business in Oklahoma City, Oklahoma, owns and 
operates, among other facilities, a natural-gas transmission pipe-line system 
located in the States of Oklahoma, Texas, Kansas, Missouri, and Nebraska, 
and by such operations Cities Service is engaged in the transportation and 
sale of natural gas in interstate commerce for resale for ultimate public 
consumption, subject to the jurisdiction of the Commission, and is, therefore, 
a “natural-gas company” within the meaning of the Natural Gas Act, as here- 
tofore found by the Commission in its order entered on December 28, 19438, 
in Docket No. G-298 (4 F.P.C. 471). 

(2) Cities Service filed an application on July 19, 1954, as supplemented on 
October 22, 1954, pursuant to Section 7 of the Natural Gas Act, requesting 
permission and approval to abandon the following facilities and service ren- 
dered to The Gas Service Company for resale to eight individual retail con- 
sumers by means thereof: 

17.2 miles of 6-inch gas pipe line, extending from the NW % of Section 11, 
Township 45 North, Range 28 West, Johnson County, Missouri, in a north- 
westerly direction to the NW \% of Section 3, Township 46 North, Range 30 
West, Cass County, Missouri. 
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(3) In the same application filed on July 19, 1954, Cities Service requested 
a certificate of public convenience and necessity to construct and operate the 
following facilities: 

(a) 6.5 miles of 8-inch pipe line from a connection with the present Ottawa- 
Sedalia 12-inch gas pipe line in the NW % of Section 19, Township 45 North, 
Range 30 West, and extending north and east to the Missouri Public Service 
Company’s electric generating plant known as the Ralph Green station in the 
NE \% of Section 19, Township 46 North, Range 30 West, all in Cass County, 
Missouri ; 

(b) 3 miles of 4-inch gas pipe line from a point of connection with the 
above proposed 8-inch line in the NW % of Section 19, Township 46 North, 
Range 30 West, thence north and east to a connection with the present pipe 
line in the SW % of Section 8, Township 46 North, Range 30 West, all in 
Cass County, Missouri; 

(c) 1.25 miles of 2-inch gas pipe line from a connection with the present 
Ottawa-Sedalia 12-inch gas pipe line in the NE % of Section 12, Township 45 
North, Range 29 West, thence north to the present town border of Kingsville, 
Missouri, in the SE 44 of Section 36, Township 46 North, Range 29 West, all 
in Johnson County, Missouri; and 

(d) 0.75 miles of 4-inch gas pipe line from a connection with the present 
Ottawa-Sedalia 12-inch gas pipe line in the SE % of Section 3, Township 45 
North, Range 28 West, thence south to the present town border of Holden, 
Missouri, in the NW % of Section 11, Township 45 North, Range 28 West, all 
in Johnson County, Missouri. 


The new facilities are proposed in order to continue service to the towns of 
Pleasant Hill, Lonejack, Kingsville, and Holden, Missouri, after abandonment 
of the 17.2 miles of 6-inch line described in paragraph (2) above. In addition, 
the facilities described in subparagraph (a) herein are proposed to provide 
service of natural gas on an interruptible basis to Missouri Public Service Com- 
pany for use as boiler fuel in its Ralph Green electric generating station. 

(4) On September 2, 1954, the Commission issued an order permitting the 
joint intervention of the National Coal Association, United Mine Workers of 
America, and Fuels Research Council, Inc. in these proceedings. 

(5) Pursuant to due notice, a public hearing was held in Washington, D. C., 
on February 24 and 25, 1955, respecting the matters involved in and the issues 
presented by the application, as supplemented. 

(6) Abandonment of the facilities described in paragraph (2) hereof will 
reduce line losses due to leakage from 89,395 Mcf per year to 2,332 Mcf per 
year, with resultant savings, exclusive of reduced maintenance costs, of approxi- 
mately $13,591 annually. Abandonment will entail cessation of natural gas 
service to The Gas Service Company for eight resale customers located along 
the right-of-way of the facilities to be abandoned. 

(7) The estimated cost of reclaiming the facilities to be abandoned and of 
constructing the proposed new facilities, exclusive of capacity to serve the 
Ralph Green Station, is $121,500. Salvage value of the facilities to be re- 
claimed will be approximately $41,000. The total over-all cost of the facilities 
necessary to continue service to the towns of Pleasant Hill, Lonejack, Kingsville, 
and Holden, Missouri, is $80,500, which will be financed out of the proceeds 
of an unsecured bank credit of $5,000,000 or from treasury cash, or both. 

(8) The facilities proposed to be abandoned and removed, as hereinbefore 
described, are used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, and the abandonment 
thereof by Cities Service is subject to the requirements of subsection (b) of 
Section 7 of the Natural Gas Act. 
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(9) The proposed abandonment of the facilities and service hereinbefore 
described in Finding (2) is permitted in the public convenience and necessity. 

(10) The record is devoid of probative evidence of gas supply. Accordingly, 
there is no basis in the record for a finding that Cities Service has available, 
and deliverable, adequate supplies of natural gas from which the proposed 
new service to the Ralph Green station could be made without adversely 
affecting Applicant’s service to its existing customers. 

(11) Since service to the Ralph Green station cannot be authorized for the 
reasons set forth in the preceding finding (10), the construction of 6.5 miles of 
8-inch pipe line to render interruptible service to the Ralph Green station as 
described in Finding (3)(a) herein is not required by the public convenience 
and necessity. 

(12) Substitution of 4-inch pipe line in place of the 6.5 miles of 8-inch 
pipe line described in Finding (3) (a) herein is sufficient to continue service to 
Pleasant Hill and Lonejack and is required by the public convenience and 
necessity. 

(13) The facilities proposed to be constructed for the continuation of service 
to Pleasant Hill, Lonejack, Kingsville, and Holden, as hereinbefore described 
in Findings (3) and (12), are to be used for the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, as 
an integral part of Cities Service’s existing pipe-line system, and the construc- 
tion and operation thereof by Cities Service are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(14) Cities Service is able and willing properly to do the acts and to perform 
the service described herein necessary to continue natural gas service to the 
towns of Pleasant Hill, Lonejack, Kingsville, and Holden, Missouri, and to 
conform to the provisions of the Natural Gas Act, and the requirements, rules, 
and regulations of the Commission thereunder. 

(15) The proposed construction and operation of the facilities necessary to 
continue service to the communities of Pleasant Hill, Lonejack, Kingsville, and 
Holden hereinbefore described in Finding (3) as amended by Finding (12) are 
required by the public convenience and necessity, and a certificate therefor 
should be issued. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission, that: 

(A) A certificate of public convenience and necessity be, and the same hereby 
is issued authorizing the Applicant Cities Service Gas Company to construct 
and operate the facilities hereinbefore described in Finding (3) (a), as modified 
by Finding (12) substituting 4inch pipe in place of 8-inch pipe, Findings 
(3) (b), (3) (c), and (3)(d), of the Findings and Conclusions, for the trans- 
portation and sale of natural gas as hereinbefore set forth in Finding (13), of 
such Findings and Conclusions, subject to the jurisdiction of the Commission, 
upon the terms and conditious of this order. 

(3) The certificate issued by paragraph (A) shall be accepted in writing and 
under oath by a responsible official of Cities Service Gas Company, and the 
general terms and conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), 
(3) (iv), and (5) of Section 157.20 of the Commission’s Rules and Regulations 
(18 CFR 157.20) shall attach to the issuance of the certificate, and to the 
exercise of the rights granted thereunder. 
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(C) The time within which the facilities hereby authorized in paragraph (A) 
shall be constructed and placed in operation, as provided by paragraph (2) of 
Section 157.20 of the Commission’s said Rules and Regulations, is hereby fixed 
at 6 months from the date on which this order issues. 

(D) Permission and approval be and the same are hereby granted to Ap- 
plicant Cities Service Gas Company to abandon and remove the facilities, and 
to abandon the service rendered to the Gas Service Company for resale to 
eight (8) individual rural retail consumers by means thereof, as hereinbefore 
described in Finding (2) of said Findings and Conclusions, and more fully 
described in the application, as supplemented, and exhibits thereto. 

(BH) Applicant shall report to the Commission, in writing and under oath, 
the effective dates of abandonment and removal of the facilities and the 
abandonment of the service referred to in paragraph (D) above. 

RicHarp N. Ivins, 
Presiding Examiner. 


Order denying request for oral argument 
and affirming decision of presiding examiner 


August 8, 1955 


On June 23, 1955, the Presiding Examiner issued his decision in these pro- 
ceedings granting in part and denying in part the application of Cities Service 
Gas Company. Exceptions to the decision were filed by Cities Service Gas 
Company on July 7, 1955. Cities Service Gas Company requested opportunity 
to present oral argument upon the issues raised by its exceptions. 


We have carefully considered the matters involved in the decision of the 
Presiding Examiner and the exceptions filed thereto. Further presentation by 
way of oral argument is not necessary to consideration of the issues raised 
by the exceptions. 

The Commission finds: 

(1) It is not necessary to the efficient administration of the Natural Gas 
Act and the public interest does not require that oral argument be heard upon 
the issues involved in this proceeding. 

{2) Upon consideration of the decision of the Presiding Examiner, the ex- 
ceptions filed thereto, and substantial evidence of the record, it is appropriate 
that the Initial Decision of the Presiding Examiner be affirmed. 


The Commission orders: 

(A) The request of Cities Service Gas Company for oral argument is hereby 
denied. 

(B) The Initial Decision of the Presiding Examiner issued in this proceeding 
on June 23, 1955, is hereby affirmed. 
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IN THE MATTERS OF 


DEEP SOUTH OIL COMPANY OF TEXAS, HUMBLE OIL & REFINING 
COMPANY, SHELL OIL COMPANY 


Upon Petitions for Orders to Remove Uncertainties as to Status 
Docket Nos. G—2952, G-5261, G-4671 
April 5, 1955* 
Syllabus 


Commission in Opinion No. 284 affirms the examiner’s conclusion that the 
sales of gas made by petitioners are sales in interstate commerce of natu- 
ral gas for resale within the purview of the Natural Gas Act. P. 333. 























Hugh B. Cox, Newell Ellison, Harold Willcor and Richard L. Fruchterman 
for Deep South Oil Company of Texas. 

Oliver L. Stone, R. H. Whilden and David T. Searls for Shell Oil Co. 

Carl Illig, Rex G. Baker, Nelson Jones and Bernard Foster, Jr., for Humble 
Oil & Refining Co. 

William J. Grove and Phebe Eppes Gordon for the staff of the Federal 
Power Commission. 





MarsH, Presiding Examiner: This proceeding is upon the separate and 
several petitions of Deep South Oil Company of Texas (Deep South), Humble 
Oil & Refining Company (Humble) and Shell Oil Company (Shell), filed 
pursuant to Section 1.7(c) of the Federal Power Commission’s Rules of Prac- 
tice and Procedure and Section 5(d) of the Administrative Procedure Act, 
praying, in each instance, for an order to remove uncertainty as to petitioner’s 
status and declaring that its sales of natural gas as described in its petition is 
not subject to regulation under the provisions of the Natural Gas Act (the 
Act), and the petitioner is not, therefore, a “natural-gas company” within 
the meaning of the Act by reason of such sales. 

Deep South (Docket No. G—2952) filed its petition on September 22, 1954, 
and the Commission, on October 28, 1954, issued an order setting that matter 
down for hearing on November 29, 1954. Shell, on November 5, 1954 (Docket 
No. G-—4671) filed a similar petition, and on November 9, 1954, a motion re- 
questing that the proceeding at Docket No. G-4671 be consolidated for hearing 
with Docket No. G—2952. Texas Gas Corporation (Texas Gas), on November 
17, 1954, filed a petition to intervene in Docket No. G-—2952 and on Novem- 
ber 18, 1954, Shell filed a similar petition. By order issued November 18, 
1954, the Commission consolidated for purposes of hearing Docket Nos. G-—2952 
and G-—4671! without, however, changing the date of hearing as theretofore 
fixed. 

On November 22, 1954, Deep South filed an amended and supplemental peti- 
tion in which there was included for adjudication also sales of natural gas 
by that petitioner to another purchaser. On November 26, 1954, Humble 
(Docket No. G-5261) filed its petition to which reference has been made and, 
simultaneously therewith, filed a motion requesting that such petition be con- 













* Initial decision became the final decision and order of the Commission issued Septem- 
ber 9, 1955, in Opinion No. 284, supra, p. 83. 

1 The proceeding entitled Wesley West, Docket No. G-4450, was also included among 
those consolidated for hearing, but before the hearing date the petition in that case had 
been withdrawn. 






an 
se 
ar 
th 
of 


re 


of 
of 
m 
al 
Ir 
fo 
of 
























DEEP SOUTH OIL COMPANY OF TEXAS ET AL. 309 


solidated for hearing purposes with Docket Nos. G-—2952 and G—4671, and 
asking leave to intervene in those two proceedings. 

On December 1, 1954, Kansas Natural Gas, Inc. (Kansas Natural) filed a 
petition to intervene in the three above named proceedings in support of the 
petitions filed herein. By order issued December 14, 1954, the Commission 
consolidated the three proceedings for hearing purposes and permitted Texas 
Gas, Shell and Kansas Natural to intervene in Docket No. G-2952, Humble to 
intervene in Docket Nos. G—2952 and G-4671, and Kansas Natural to intervene 
in Docket Nos. G-4671 and G-5261. 

Pursuant to the orders of the Commission consolidating the proceedings and 
setting them down for hearing, the matters came on for hearing, and were 
heard, before this Examiner, which hearing was concluded on January 10, 
1955. At the end of the hearing, Staff counsel moved orally on the record 
for the omission of the intermediate decision procedure. The motion was 
opposed by counsel for Shell, and on January 25, 1955 it was denied by the 
order of the Commission. 

Subsequently, pursuant to provision made therefor by the Examiner, Deep 
South, Shell, Humble, Kansas Natural and the Staff of the Commission filed 
briefs. The matter is, therefore, ready for decision. 


THE ISSUES 


As has been indicated, the issues herein with respect to Deep South, Shell 
and Humble are whether the sales of natural gas as described in each of their 
several petitions are sales in interstate commerce of natural gas for resale 
and therefore subject to the provisions of the Natural Gas Act; and whether 
the petitioner in each instance is a “natural-gas company” within the meaning 
of the Act. 


THE PETITIONERS AND THEIR OPERATIONS 


There is no evidence that any of the petitioners has any corporate or other 
relationship with any other petitioner. The sales of natural gas by each of the 
several petitioners are physically unrelated to each other. However, because 
of the seeming similarity between the characteristics of the operations of each 
of the petitioners and the circumstances surrounding such operations, the Com- 
mission concluded that common questions of fact and of law were involved; 
and it was for that reason that the proceedings were consolidated for hearing. 
In order to make a determination of the issues involved, it is necessary, there- 
fore, to review the evidence relating to the several petitioners, and the sales 
of natural gas by each of them, as it appears in the record of the proceedings. 


DEFINITIONS 


Before turning to a consideration of the evidence relating to the business, 
facilities and operations of the several petitioners, it would be well to define 
some of the terms which will be more frequently mentioned herein. 

“Oil wells” are wells that are producing from a producing zone where the 
major consideration for which the wells were drilled, or for which they are 
operated, is the production of crude oil. 

“Full stream gas wells”, “straight gas wells” and “gas distillate wells” are 
Synonymous terms, and the gas produced therefrom is “gas well gas”. The 
testimony of a witness with 32 years experience in natural gas engineering 
is that it is difficult to draw a line between “casinghead gas” and “gas well 
gas”, but if such a line must be drawn, “casinghead gas” associated with oil 
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usually has a larger percentage of liquefiable hydrocarbons than does “gas 
well gas”. 

“Casinghead gas” is gas that is produced along with oil from an oil well. 
It may be either “solution gas” which is in solution in the oil in the reservoir, 
or it may be “gas cap gas” which overlies the oil producing horizon. “Casing- 
head gas” also includes gas which has been introduced into the oil reservoir 
for the purpose of forcing the oil to the surface. Thus, in the Standard 
Form Revised contract of the Natural Gasoline Association of America, 
November 7, 1932, appears the statement “( * * * the term ‘casinghead gas’ 
means the gas issuing from oil wells whether produced from the same sand 
or strata from which the oil is produced or by the induction of gas with 
compressors or other means for flowing the oil)”. In a revision of that form 
of contract, which appears to have been adopted in 1939, there was added 
to the foregoing definition the phrase “and gas vaporized from oil after 
production”. 

“Casinghead gas” ordinarily consists of fixed gases, principally methane in 
bulk, with other hydrocarbons, ranging from the lighter ones down to the 
quite heavy ones. Mixed with those hydrocarbons are water vapor? acid gases, 
hydrogen sulphide and/or carbon dioxide. There are other fairly common 
diluents such as nitrogen, helium and various sulphur compounds, and impuri- 
ties and foreign substances such as drilling mud, rust, sand and dirt. 

The testimony is that the principal component of natural gas as used by the 
ultimate consumer is methane. Ordinarily there will be about one-tenth as 
much ethane as methane and methane constitutes the bulk of the gas which 
is transmitted through the interstate transmission lines. The evidence shows, 
however, that the principal components of gas from gas wells are the same 
as the principal components of gas used by its ultimate consumer. 

A “separator” is a tall, relatively narrow tank in which the pressure main- 
tained is quite low compared with that of the gas in the flow line before it 
enters that piece of equipment.’ Because of the reduction in pressure from 
that in the flow line to that in the separator and the increase in the space 
in which the gas is contained within the separator, there takes place a separa- 
tion of the gas from the heavy liquid hydrocarbons and any slugs of free 
water. The crude oil and water pass out of the bottom of the separator, the 
oil moving into storage tanks. The gas passes out the top of the separator, 
into what is called a “vent” line. All of the liquefiable hydrocarbons do not 
go out with the oil, but several are carried out, instead, along with the gas. 
Among the latter are natural gasoline, butanes, propane, and with respect to 
Shell’s gas (infra, p. 315) a great deal of sulphur. 


DEEP SOUTH OIL COMPANY OF TEXAS 


Deep South is a small, unintegrated, individually owned oil company which 
is also engaged in the exploration for, and the production of, natural gas. 
The company is an “independent” natural gas producer, which is to say that 
it does not engage in the interstate transmission of natural gas from the 
producing fields to consumer markets. In fact, Deep South owns no transmis- 
sion lines, nor does it own or operate any facilities for the processing of natu- 
ral gas by the removal therefrom of liquid hydrocarbons or moisture. Neither 


2 To be distinguished, of course, from “free water’’. 

3In the Shell separators the pressure maintained is only nine pounds. Deep South 
uses two of these pieces of equipment, one of which is a 1,000 pound separator and the 
other a 150 pound separator. Shell's wells must be pumped, while the gas from Deep 
South’s wells flows at 3,000-3,500 pounds pressure. 














DEEP SOUTH OIL COMPANY OF TEXAS ET AL. 311 


is Deep South affiliated with any “integrated” oil or gas company, or any 
company which owns or operates any transmission or processing facilities. 

The company owns, or has an interest in, certain oil and gas properties, all 
of which are located within the State of Texas. Other than those interests, 
Deep South’s gas and oil facilities consist only of oil and gas well equipment, 
the flow lines which extend from the wells, the separators to which such 
flow lines extend, heaters, valves, tanks, meters and such other minor equip- 
ment as is required for the operations of such wells and lines. 

Deep South owns a small lease in the Sour Lake field upon which there is a 
single small oil producing well, and another small lease in the Refugio field 
on which there is one gas well. The company holds under lease 640 acres in 
the Winnie-Stowell field on which there is a single gas well, but from which 
no gas has been sold because Deep South has been unwilling to seek a cer- 
tificate of convenience and necessity from this Commission authorizing the sale 
of gas therefrom. The company’s remaining, and principal, properties and 
operations are in the Big Hill area in Jefferson County, Texas. On the 
1,020 acres which Deep South there has under lease, there are eighteen pro- 
ducing wells. 

As has been noted, the single well on Deep South’s Sour Lake field lease is 
an oil well, and it produces no gas. 

The single gas well in the Refugio field produces about 500,000 cubic feet 
of gas a day. From the well the gas flows to a separator which is situated 
on the lease. The gas flows from the separator through Deep South’s pipe 
line a distance of roughly 500 to 600 feet to the edge of the lease where it 
passes through a meter belonging to the United Gas Pipe Line Company 
(United). It then passes into a pipe line which is also owned by the pur- 
chaser. United transports the gas a distance of about a mile to a stripper 
plant and from thence it flows to United’s Refugio compressor station. After 
leaving the compressor station, the gas flows into United’s system. After the 
gas is delivered by Deep South to United, the former no longer has any 
control over it and immediately thereafter it is commingled with gas from 
many other producers in the area. At United’s compressor station it is 
commingled with still other producers’ gas. 

Aside from the fact that the gas flows into United’s system, which is an 
integrated interstate pipe line system, the evidence does not disclose the des- 
tination of the gas which Deep South sells to United in the Refugio field. 

However, United’s annual report to the Railroad Commission of Texas 
covering United’s system sales of natural gas within the State of Texas for the 
year ended December 31, 1953 shows total sales of 408,574,240 Mcf. Of that 
total, about 90% appears to have been sold for use within the State of Texas. 

The gas which is thus sold and delivered to United is sold by Deep South 
under a contract executed on August 11, 1952 between United as Buyer and 
Deep South and other producers in the Refugio field as Sellers. 

Of the eighteen wells owned and operated by Deep South on its leases in the 
Big Hill area, nine are “full stream gas wells”, five are “casinghead gas 
wells” and the remainder are straight oil wells. The gas and oil produced 
from Deep South’s “casinghead gas wells” originate at a depth of from 10,000 
to 10,500 feet. At that depth, the pressure is approximately 4,000 to 4,500 
pounds per square inch, and the temperature ranges from 200 to 215 degrees 
Fahrenheit. At the surface of the earth the pressure has dropped to from 
3,000 to 3,500 pounds and the temperature to 100 to 110 degrees. After reach- 
ing the well head the effluent flows through several pieces of equipment to 
the 1,000 pound separator. There physical separation occurs between the 
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heavier fluids and the lighter, gases as described above, and the latter flow out 
of the top. Within a few feet from the point at which the gas leaves the 
separator, it passes into facilities, including meters, which are the property 
of Texas Gas Corporation. The meters there measure the gas and at that 
point it is sold and delivered to Texas Gas. Thereafter Deep South has no 
ownership or control over it. 

The operations thus described are typical of the installations and operations 
at those of Deep South’s wells which produce casinghead gas. 

The “full stream gas” as it comes from the well does not contain crude oil, 
but it has in it hydrocarbons which have condensed due to the reduction in 
pressure and in temperature of the gas between those at the bottom and those 
at the mouth of the well. The gas from those wells, after passing through 
the well control head, flows to what is called a “free-water knockout”. In 
that piece of equipment the free water is removed. However, in connection 
with the production from this type of well a separator is not used. Therefore, 
after the gas has passed through the free-water knockout it is still saturated 
with water vapor, and the hydrocarbons remain as liquids. As such, they are 
transported along with the gas through Deep South’s facilities to the point 
at which the delivery of the gas is made to Texas Gas. After passing 
through the free-water knockout the gas flows into a “full stream test loop”, 
and on to the meter run. At the test loop, quarterly tests are made from 
which is determined the amount of liquefiable hydrocarbons in the gas stream, 
and on the results of those tests payment for the gas is calculated. At the 
meter run, which is the property of the Buyer, the gas is metered and delivered 
to Texas Gas. In every instance the meter run for the well is on Deep 
South’s lease. 

In addition to the gas which Deep South sells to Texas Gas, now and then 
it sells some gas produced in the Big Hill area to drilling rigs for drilling 
purposes in the field. The company also uses some casinghead and separated 
full stream gas for power generation for its own use. 

A witness testified that difficulty had been encountered in the movement 
of gas from the Deep South wells into Texas Gas’ Winnie plant because of the 
freezing up of the line due to moisture and liquids in the line. Difficulty has 
been encountered in the movement of casinghead gas through the pipe lines 
due to long lines and cool temperatures and the condensation of liquefiable 
hydrocarbons. Used in the boiler burners, the liquefiable hydrocarbons cause 
very inefficient burning, and carbon deposits form on the firing tubes with a 
iowering of efficiency. 

Sales of full stream gas by Deep South from the Big Hill acreage are made 
under a contract dated February 15, 1952, between Deep South and McCarthy 
Chemical Company. Subsequently, the name of the Buyer was changed to 
Texas Gas. The testimony presented on behalf of Deep South was that at 
the time the contract was entered into it was the policy of Texas Gas not 
to sell gas for interstate transmission and it was understood between the 
parties that the gas so sold and purchased would be sold to local industries. 

It should be pointed out, however, that the contract betwen Deep South 
and McCarthy contains no provision prohibiting sales of gas to other than 
local consumers, nor was the inclusion of such a condition insisted upon at 
the time of the sale. 

It was not until the early part of the Summer of 1954 that Deep South 
learned that Texas Gas had, in fact, “dedicated” to Texas Eastern Transmis- 
sion Company, an interstate transmission line, the reserves underlying the 
Deep South acreage. 
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The “point of delivery” as set out in the contract is “at each of Seller’s 
wells located on the dedicated leases”. It is agreed that the gas shall be 
delivered in a full stream in its natural state without the extraction there- 
from of gasoline or other liquefiable hydrocarbons. 

The gas is tested each three months to determine the quantities of (1) 
separator overhead gas, and (2) stock tank condensate per million cubic feet 
of full stream gas. On the basis of such tests, Texas Gas is to pay Deep 
South for separator overhead gas 10¢ per Mecf for the first ten years of the 
term. Escalator provisions are applicable to the two succeeding 5-year 
periods. For stock tank condensate, Texas Gas is to pay the average price 
for crude oil of comparable grade and quality posted by three major crude oil 
producers in the area. 

Texas Gas’ Winnie Plant is located about 7 miles from the Deep South 
wells in the Big Hill area. In the region surrounding that plant, Texas Gas 
takes gas from in excess of 300 other wells. 

The gas which is produced at each of Deep South’s wells passes through 
small lines into a larger line in which the gas from all of Deep South’s wells 
is commingled. The larger line is, in turn, interconnected with a still larger 
line which extends from the LaBelle field into the Winnie Plant. In the latter 
line gas produced by Deep South and by other operators in the Big Hill, North 
Big Hill and LaBelle fields is commingled and the commingled stream moves 
into the Winnie Plant. 

At the plant the gas flowing in through the LaBelle-Winnie line, together 
with that from the high pressure lines from other fields, flows into a high- 
pressure header. From there it flows into a separator, and then into an 
absorber. In the absorber, the gas and the liquid hydrocarbons which are 
in association with the gas move in at the bottom and rise to the top. As 
they do so, absorption oils flowing in at the top and moving downward absorb 
the liquid hydrocarbons. In this process, a part of the butanes and propanes, 
practically all of the pentanes and the heavier hydrocarbons are eliminated 
from the gas.4 After passing out of the top of the absorbers the residue gas 
moves into the sales header from which it flows into the distribution lines, 
with which, in turn, are connected the lines of United Gas Pipeline Company, 
Texas Eastern Transmission Company (Texas Eastern), Texas Gas Pipe Line 
Company (Pipe Line) and others. 

The evidence is that the process just described involves, and results, in no 
chemical change whatever in the gas. 

In addition to the residue gas going into the sales header from the source 
above described, some additional residue gas is derived from a process by 
means of which high test gasoline is made. In that process a chemical change 
takes place, but the volume of gas which may be attributed to that source is 
not disclosed and must not be significant. After the gas passes through other 
processes it is compressed to the necessary pressure and dehydrated. 

The gas which flows into the Winnie plant is a combination of volumes of 
gas which Texas Gas purchases from producers and volumes received under 
processing agreements under which gas is received and processed by Texas 
Gas, and the residue therefrom is delivered back to or for the account of the 
company for whom it is processed. 

In addition to the gas which flows into the Winnie Plant from the Big Hill 
and LaBelle fields as has been described, gas also flows into that plant from 
fields lying north, south and west of the plant. Also at present gas received 







































4 Those liquids then flow to fractionating towers where they are cut into the different 
components. 
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in the neighborhood of Texas Gas’ Orange Plant, by purchase as well as for 
processing, moves from that plant in a westerly direction into the Winnie 
Plant. Thus, at present there is no gas moving from the Winnie plant to a 
point of delivery of gas to Texas Eastern just east of the Orange plant. 

At the present time approximately 39,108 Mef of gas is being delivered into 
a line which extends from the Winnie Plant in a northeasterly direction to 
Beaumont. From that line, some 18,000 Mef is delivered to United Gas Pipe 
Line Company at a point some 8% miles northeast of the plant, and 6,512 Mcf 
is delivered to Texas Eastern after processing at a point 1144 miles northeast 
of the plant. The remainder moves to the neighborhood of Beaumont where 
it is sold to industrial and electrical generating plants. At present none of 
that gas goes on to the Orange Plant, and none of it is delivered to Texas 
Eastern at the Orange Plant delivery point. 

Upon the initiation of service by Texas Gas t6 Texas Gas Pipe Line Com- 
pany, and in turn to Transcontinental Gas Pipe Line Corporation, as is 
authorized by the Commission in Docket Nos. G—2405 and G-—2406, approxi- 
mately 56,697 Mcf a day will be put into the Winnie-Beaumont line at Winnie, 
The delivery to United from that line will have been discontinued. However, 
there will continue to be delivered to Texas Eastern from the processing 
delivery point the 6,512 Mcf mentioned above. Some 35,986 Mcf will be 
delivered from that line into the Beaumont-Orange Plant line. Thereafter, gas 
processed in the Winnie Plant, including gas purchased by Texas Gas from 
Deep South, will be delivered to Texas Eastern in the amount of about 6,512 
Mcf a day from the Winnie-Beaumont line, 35,986 Mcf will be delivered in the 
Beaumont-Orange line and an extension thereof and a portion of this gas 
will cross the Texas-Louisiana State line and will then enter into Transcon- 
tinental’s interstate pipe line. In addition, the flow of gas from the Orange 
Plant to the Winnie Plant having been reversed, the gas which will then be 
delivered to Texas Eastern at the Orange Plant delivery point will also be gas 
which was processed and commingled at the Winnie Plant. 

A portion of the gas flowing from the Winnie Plant is delivered at the 
tailgate thereof to United Gas Pipe Line Company and to Pan American Gas 
Company; some of it is returned to the producers for lease use and some is 
used in the plant for fuel, processing and compression. 

The record shows that the gas which Texas Gas purchases from Deep South 
is a very small percentage of the total volume which passes through the 
Winnie Plant. It shows that the gas which Texas Gas purchases represents 
less than a third of the total processed at the plant. The gas which is not 
purchased by Texas Gas is processed pursuant to agreements with the owners 
referred to above. But the gas from the several sources is not physically 
segregated and therefore it becomes part of the commingled whole. 

The evidence shows, too, that large quantities of gas from the Winnie Plant 
are sold to local industries and are thus consumed within the State of Texas. 


SHELL OIL COMPANY 


Shell Oil Company is engaged in the business of exploring for, producing, 
refining and marketing petroleum and petroleum products. It is alleged in 
the Company’s petition that Shell is not engaged in the business of transport- 
ing natural gas in interstate commerce, and that the petitioner does not own 
or operate facilities subject to the jurisdiction of the Federal Power Commis- 
sion under the Natural Gas Act. There is no evidence in this record that Shell 
is the owner or operator of facilities employed in the interstate transportation 
of natural gas, and for the purposes of this determination, it is assumed 
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that this petitioner is not otherwise subject to the provisions of the Natural 
Gas Act. 

The evidence presented herein by Shell shows that the company is producing 
casinghead gas from 19 oil wells on the McClintic lease in the McElroy field 
in Crane County, Texas. The sale of the casinghead gas produced from those 
wells is made under a contract entered into on May 7, 1936 between Interna- 
tional Petroleum Corporation as Seller and Phillips Petroleum Company as 
Buyer. Subsequently the business of the seller was sold to Amtex Petroleum 
Company and, on February 4, 1938, Amtex assigned the lease to Shell. Since 
then Shell has been the owner and operator thereof. 

Phillips’ Crane Plant is between five and six miles from the McClintic lease. 
Although the Crane Plant started operations in 1929, it was not until 1950 that 
Phillips began selling the residue gas therefrom. 

With respect to each of Shell’s wells there has been installed a flow line 
through which the gas flows from the well to a single separator located on 
the lease. In the separator there occurs the separation of the heavy liquid 
hydrocarbons and such free water as may occur therein, in the manner 
described in connection with the operations of Deep South. Just beyond the 
point of departure of the pipe line from the separator, the residue gas is 
delivered into the facilities and custody of Phillips. 

All of the liquid hydrocarbons are not removed from the gas stream by the 
separator but some remain therein thereafter. At the point of delivery the 
gas contains methane, ethane, natural gasoline, butane, water vapor, and an 
exceptionally large amount of hydrogen sulphide. The testimony presented by 
Shell is that not until the hydrogen sulphide and carbon dioxide are removed 
is the gas fit for industrial or domestic use. 

The testimony is, too, that a common requirement for natural gas that is to 
be transported in high pressure transmission lines is dehydration to prevent 
freezing and stoppage of the line. Another requirement is that hydrogen 
sulphide be removed to very small tolerances. A third requirement is that 
the quantity of liquefiable hydrocarbons shall not exceed a reasonable limit. 
Furthermore, the incombustible diluent materials, carbon dioxide or nitrogen, 
or both must not be present in appreciable amounts. 

Shell’s witness, a man with long experience in the gas business, testified that 
in order for the gas here involved to meet these requirements it would have 
to be treated (1) for the removal of hydrogen sulphide, (2) for the removal 
of the liquefiable hydrocarbons, and (3) for the removal of moisture (de- 
hydrated). 

The gas in the reservoir underlying this lease is in solution with oil in 
formation. The nineteen wells are what are known as “pumping wells’ in that 
artificial pressure must be applied in order to lift the effluent from the oil 
formation to the surface. 

From the point of delivery by Shell, the gas flows through a small line 
belonging to Phillips a distance of 1,531 feet where it interconnects with 
Phillips’ main gathering system. After the delivery to Phillips, Shell has no 
more control over the gas.5 The gas from Shell’s lease is commingled with 
gas from other sources at the point where the lateral from Shell’s lease inter- 
connects with Phillips’ main gathering system. From that point of intercon- 
nection the gas flows north to the Crane Plant, further commingling, as it 
proceeds, with gas from other wells. 

Phillips’ gathering system in the Crane area consists of four large lines 
which lead into the Crane Plant and smaller lateral lines which extend from 


5 Infra, p. 325. 
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leases such as Shell’s to those larger gathering lines. There are 897 wells 
in the area which are connected through separators to Phillips’ lines. The 
production from those wells flows through the gathering system into the 
Crane Plant. 

From 33 to 34 million cubic feet of residue gas a day is taken into the Crane 
Plant from wells in the area. Of that amount, something less than 500,000 
cubic feet is received from Shell’s wells. 

At the Crane Plant the commingled gas is run through scrubbers in which 
the crude oil and water, which is occasionally entrained in the gas, is removed. 
The gas is then compressed from about three pounds, the pressure at which 
it enters the plant, to about 50 pounds. It is then cooled to drop out any 
liquid which might have been condensed. From there it flows to absorbers 
in which the liquefiable hydrocarbons are absorbed from the gas. The gas 
goes out of the absorber through other scrubbers and it is then ready for 
residue gas disposition. 

A part of the residue gas goes to plant and lease fuel but the greater 
portion of it is sold to El Paso. That which is to be used as fuel is treated 
for the removal of hydrogen sulphide and carbon dioxide so as to increase its 
efficiency. The residue gas delivered to El Paso, which averages from 20 to 
23 million cubic feet a day, is not treated further and it contains hydrogen 
sulphide, carbon dioxide and moisture. 

El Paso removes the hydrogen sulphide, carbon dioxide and moisture and 
compresses the gas from about 40 pounds to between 550 to 600 pounds. 

In the Nome field in Jefferson County, Texas, Shell owns a lease upon which 
there are nine oil wells and one gas well. Shell has entered into a contract 
with Texas Gas Pipe Line Company under the terms of which Shef has 
agreed to sell to Pipe Line all of the seller’s interest in the gas produced from 
the oil reserves underlying its properties in that field. 

The evidence shows that Texas Gas Pipe Line Company (Pipe Line) is a 
wholly owned subsidiary of Texas Gas Corporation. Texas Gas Corporation 
is, as we have seen, the owner and operator of a gathering system which 
surrounds and serves its Winnie Gasoline plant. The evidence discloses that 
among Texas Gas’ gathering lines, one extends from the Winnie Plant in a 
northerly direction a distance of about 414 miles. 

On October 15, 1954 Shell entered into a contract with Pipe Line under 
the provisions of which Pipe Line agreed to construct a line extending from 
Shell’s lease in the Nome Field to an interconnection with the gathering line 
owned and operated by Texas Gas above mentioned and to sell and deliver 
to Pipe Line gas produced by Shell in the Nome Field. The delivery of 
casinghead gas was to be made at a central point in the field, gas well gas at 
or near each well. Pipe Line agreed to receive “[o]r cause to be received 
by a gatherer for the account of Buyer and to purchase Seller’s gas at the 
delivery points in the field and under the terms and conditions” in the con- 
tract contained. 

Texas Gas was not a party to this contract but executed a separate instru- 
ment in which it guaranteed the performance of the contract by Pipe Line. 

The contract provides that Seller may extract, or permit the extraction of. 
natural gasoline, butane, propane and other hydrocarbons, except that only 
such methane may be extracted as is necessary to extract the other “products”, 
and “[S]eller may subject, or permit the subjection of the gas to compression, 
cooling, cleaning and other processes.” The hydrogen sulphide content® is 


















































6 This provision has no significance in the Nome Field. 
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limited and the gas must be commercially “[f]ree of crude oil, free water, 
solids, dust, and other objectionable substances which would render said gas 
unsuitable to Buyer’s customers.” The contract specifically provides that 
“[S]eller shall not be required to install or operate dehydration facilities.” 

There is, however, a later provision which provides that the gas well gas 
deliverable under the contract shall be at full stream without extraction of 
gasoline or other hydrocarbons, provided, that either party shall have the 
right to terminate full stream deliveries upon notice. During any period of 
full stream deliveries Buyer is to compensate Seller for the condensate ex- 
tracted therefrom subsequent to delivery by Seller to Buyer. 

The price is a fixed rate for each one thousand cubic feet of gas (without 
reference to the liquid hydrocarbon content) with provision for periodic 
increases in price. 

Shell’s gas from the Nome Field will flow through Texas Gas’ North Winnie- 
Winnie Plant lines into Texas Gas’ Winnie Plant described above. There it 
will flow through the equipment and in the manner described above in con- 
nection with the movement of Deep South gas. 

The deliveries by Texas Gas to Pipe Line at the point below the Orange 
Plant have been described above. 


HUMBLE OIL & REFINING COMPANY 


In this proceeding, Humble seeks an order declaring that sales of casing- 
head gas which it makes under forty-eight certain casinghead gas contracts 
are not sales of natural gas subject to the jurisdiction of this Commission. 
Thirty-six of those contracts are on a “standard” form of casinghead gas 
contract? and under them Humble sells casinghead gas to Phillips Petroleum 
Company and some 12 other purchasers of casinghead gas in some 20 fields in 
one New Mexico, and fifteen Texas, counties. Eight of the contracts are also 
on a standard form of casinghead gas contract® but slightly amended. They 
are between Humble and El Paso Natural Gas Company and are for the sale 
of casinghead gas produced by Humble in Lea County, New Mexico, and in 
two counties in Texas. Humble makes four sales of casinghead gas (one 
to Phillips Petroleum Company, two to the Texas Company and one to 
Stanolind Oil and Gas Company), in the Stowell and Hastings fields in Texas, 
under what is described as “Division Orders”. 

These casinghead contracts have become in their general terms more or 
less standardized. Those with which we are here concerned were entered into 
by Humble with parties owning and operating processing plants. Under them 
Humble contracted to deliver to the Buyer, at the outlet of the lease separator, 
which is on or near the lease, the raw casinghead gas produced thereon. 
With only two exceptions, the title to the gas sold by Humble thereunder 
passes to the purchaser at the lease separator. In those two instances title 
passes on adjoining leases 2340 and 3020 feet, respectively, distant from the 
lease separators. 

A “Gas Division Order” is used for the purpose of showing the division of 
ownership both as to the working and the royalty interests and of giving to 
the operator the right to purchase the gas and to use it or sell it to someone 
else for the account of the joint owners. Under such an order the operator 


7“Standard Form Revised—Adopted by Natural Gasoline Association of America, No- 
vember 7, 1932.” 

8 “Standard Form 1939—An exact reproduction of **e form formerly sponsored by the 
Natural Gasoline Association of America.” 
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can sell and deliver the casinghead gas to a purchaser for the account of the 
other joint owners of interests.® 

Casinghead gas sold by Humble under those contracts and orders moves from 
the wellhead through flow lines and other equipment similar to that through 
which gas produced by Deep South and Shell moves. After delivery to the 
purchaser it moves on into the casinghead gas gathering system and into a 
processing plant where it is processed to remove impurities and the heavier 
liquefiable hydrocarbons. The gas from which those hydrocarbons have been 
removed passes out of the plant and from that point may be returned to the 
lease for lease operations, or it may be sold for local use, or it is delivered to 
a “gathering line” of a gas transmission company. 

Except with respect to one, under all of the casinghead gas contracts above 
referred to, Humble receives as payment a portion of the net proceeds received 
by the processing plant operator for the sale of the residue gas (after lease 
and plant uses, and after the deduction of certain costs such as for sweetening 
the gas, or further compression of the gas in order to effect delivery to the 
residue gas purchaser) and a certain part or portion of the proceeds received 
by the plant operator from the sale of the liquefied products removed from 
the raw gas. 

Under the Standard Form contract the amount to be paid the Seller is 
related to the gasoline content of the gas and the sale price of gasoline as 
quoted on the market. In the El Paso contracts (the 1939 form amended 
slightly) the amount is related to the sales price of gasoline as stated in the 
contract. 

The testimony is that under the casinghead gas contracts, Humble as seller 
has no control over the buyer’s sale of the residue gas. 

For the purpose of this proceeding Humble made inquiry of all parties with 
whom Humble has contracts for the sale of casinghead gas. From that 
inquiry Humble determined that the forty-eight contracts referred to above 
“[w]ere the cases in which the gas under such casinghead contracts as we 
have does so move across state lines, or a part of the gas, at least, from the 
residue gas from the plant.” 


















































DISCUSSION OF THE CONTENTIONS 





The uncertainty as to status which occasioned the filing by petitioners of 
their several petitions arose out of the issuance by the Commission of its 
Order No. 174 (and the successors thereto). That order, in turn, was neces- 
sitated by the practical considerations arising from the decision of the United 
States Supreme Court on June 7, 1954 in Phillips Petroleum Company v. 
Wisconsin, et al, 347 U.S. 672. We are not called upon here, however, to deal 
with the question of the validity of Order No. 174, but rather with the ques- 
tion whether the jurisdictional status of the petitioners is such as to require 
their compliance with such order. 

The contentions of the several petitioners, and the intervener Kansas Natu- 
ral Gas, Inc., are quite similar and may be epitomized as follows: 

1. Petitioners’ sales are excluded from regulation by the Federal Power 
Commission by reason of the provisions of Section 1(b) of the Natural Gas 
Act to the effect that the statute shall not apply to the “production or gather- 
ing” of natural gas. 


® Apparently the only significant difference between the contract and the order is that 
the latter is subject to revocation at the will of the joint owners. 

10 Under the contract between Humble and El Paso covering gas from the Spraberry 
area the seller has the right to take in lieu of a portion of the proceeds from liquid prod- 
ucts, the products in kind. 
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2. The “casinghead gas” and “gas well gas” sold and delivered by peti- 
tioners at the well head is not the same product as the surplus residue gas 
which is later sold by the plant operator, after the intervention of processing, 
to an interstate pipeline company, nor is it “natural gas” as the term is defined 
in the Act. 

3. Petitioners’ sales are not “sales for resale”, but for manufacture. 

4. The sales of petitioners are not sales “in interstate commerce” of natural 
gas for resale. 

The Natural Gas Act provides, in part, as follows: 


Sec. 1(b). The provisions of this Act shall apply to the transportation 
of natural gas in interstate commerce, to the sale in interstate commerce 
of natural gas for resale for ultimate public consumption for domestic, 
commercial, industrial or any other use, and to natural-gas companies 
engaged in such transportation or sale, but shall not apply to any other 
transportation or sale of natural gas or to the facilities used for such 
distribution or to the production or gathering of natural gas. (Emphasis 
added). 
As defined in Section 2 of the Act: 


“Natural gas” means either natural gas unmixed, or any mixture of 
natural gas and artificial gas; 
“Natural-gas company” means a person engaged in the transportation of 
natural gas in interstate commerce or the sale in interstate commerce of 
such gas for resale. 

EXEMPTION UNDER SEC. 1(b) 


In its opinion in the Phillips case, Supra., the Commission had made it 
quite clear that Phillips’ sales as involved therein were sales in interstate 
commerce of natural gas for resale for ultimate public consumption within 
Section 1(b)’s affirmative coverage. The Commission further found that 
Phillips’ operations included the transportation of natural gas in interstate 
commerce. 

“The single question, therefore,” the Commission said in its opinion, “is 
whether such sales and such transportation come within Section 1(b)’s ban 
prohibiting application of the Act’s provisions to ‘production and gathering.’” 
And on that point, the Commission found that Phillips’ such sales were part 
of the production and gathering process, or at least an exempt incident thereof. 

But, in its decision, the Supreme Court said: 


We are of the opinion, however, that the finding [above referred to] is 
without adequate basis in law, and that production and gathering, in the 


sense that those terms are used in Section 1(b), end before the sales 
to Phillips occur. 


And that, from a strict legal interpretation of the decision, decided the 
Phillips case. Counsel for petitioners proceed from that orthodox legal con- 
cept to the easy conclusion that the Phillips decision decides nothing that is 
controlling in this proceeding. If that conclusion were as realistically as it is 
technically sound, there would probably have been no Order No. 174, and, 
consequently, no uncertainty concerning the status of the petitioners. 

In this proceeding no finding can be made that petitioners’ operations in- 
clude the transportation of natural gas in interstate commerce. Neither can 
it be found that production and gathering have been completed prior to the 
sales of natural gas by the petitioners. On the contrary, it can and must 
be found that the sale and delivery of the “gas well” and the “residue gas” 
(as the case may be) in each instance here under consideration, is made at, or 
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in close proximity to, the point at which production is completed; and it is 
made in every instance before the gathering process has been completed. 

In this case, then, there is presented for the first time, and directly, the 
question whether a sale of natural gas mude before the completion of produc- 
tion and gathering, (even though it were conceded that such sale were other- 
wise a sale in interstate commerce) is exempt from the operation of the 
Natural Gas Act by reason of the exclusionary provisions of Section 1(b). 
The petitioners, while insisting that their sales of natural gas are not in fact 
sales in interstate commerce, contend that such sales are so exempt. 

Petitioners contend that the language of the Court last above quoted, when 
construed against the Court’s prior conclusion that sales of Phillips were 
made after the end of production and gathering should be taken to mean that 
the Act was intended to apply to such sales in interstate commerce as are 
made after the completion of those operations. It can, of course, be so 
construed, but it is not believed that it is properly confined to sales which 
come within that classification. 

Immediately following the language of the Court, relating to Section 1(b) as 
above quoted, the Court, referring to certain of its earlier opinions, said: 


*** we observed that the “natural and clear meaning” of the phrase 
“production or gathering of natural gas” is that it encompasses “the pro- 
ducing properties and gathering facilities of a natural-gas company”. 
Similarly *** we stated that “[t]ransportation and sale do not include 
production or gathering”, and indicated that the “production and gather- 
ing” exemption applies to the physical activities, facilities, and properties 
used in the production and gathering of natural gas. (Emphasis added). 


After quoting extensively from its decision in Interstate Natural Gas Com- 
pany v. Federal Power Commission, 331 U.S. 682, including the statement made 
therein that “[e]xceptions to the primary grant of jurisdiction in the section 
[1(b)] are to be strictly construed ***”, the Court went on to say: 


Petitioners attempt to distinguish the Interstate case on the grounds 
that the Interstate Company transported the gas in its pipelines after 
completion of gathering and before sale, and that the Interstate Company 
was affiliated with an interstate pipeline company and therefore subject 
to Commission jurisdiction in any event. This Court, however, refused to 
rely on such refinements and instead based its decision in Interstate on 
the broader ground that sales in interstate commerce for resale by pro- 
ducers to interstate pipeline companies do not come within the “production 
or gathering” exemption. (Emphasis added). 


In support of his contention that sales of gas made before the completion 
of gathering are exempt from the Commission’s regulation, counsel for one of 
the petitioners cites the decision of the United States Supreme Court which 
upheld the constitutional state minimum price order, (which order the Court 
said was justified as a conservation measure) applying to sales of natural gas 
in interstate commerce. (Cities Service Gas Company v. Peerless Oil & Gas 
Company, 340 U.S. 179, (1950) ; Phillips Petroleum v. Oklahoma, 340 U.S. 190, 
(1950) ). In those opinions, the Court held that the states are constitutionally 
competent to control production and gathering to the extent even of estab- 
lishing a price at which casinghead gas must be sold at the well head. 

In that connection, it should be pointed out that in its opinion in the 
Phillips case, in addition to the conclusion which it reached with respect to 
the single point in issue to which reference has been made, the Commission 
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also found that the evidence therein supplied still another barrier to its 
regulation of Phillips’ sales. The Commission expressly found that such sales 
were so closely connected with the local incidents of that process as to render 
rate regulation by the Commission inconsistent or a substantial interference 
with the exercise by the affected states of their regulatory functions. In that 
connection the Commission said: 


*** To cite one example, there is a direct relation between price and 
conservation, an important concern in the regulation of each of the states. 
*** our fixing of maximum rates for his sales would run counter to 
State conservation efforts, through the fixing of minimum well-head prices 
or otherwise ***. 


The record there showed, and the Commission found, that the representa- 
tives of several intervening producing states vigorously urged the want of 
jurisdiction in the Commission. The Supreme Court disposed of the problem 
there presented by saying: 


*** The short answer to this contention is that the jurisdiction of the 
Federal Power Commission was not intended to vary from state to state, 
depending upon the degree of state regulation and state opposition to 
federal control. We expressly rejected any implication to the contrary in 
the Interstate case. 


The Court also“ rejected the suggestion that “production or gathering” 
should be construed to mean the “business” of production and gathering with 
the sale of the product considered as an integral part of such business. 

Petitioners continue to find comfort in certain statements appearing in the 
legislative history of the Natural Gas Act which seemed to indicate a Congres- 
sional intent not to regulate rates charged for natural gas sold by producers 
and gatherers. Similar, and in some instances the same, passages were cited 
by the Commission in its opinion to manifest its interpretation of the provi- 
sions of Section 1(b) of the Act. 

But the court rejected the Commission’s interpretation of the legislative 
history of the Act, and said: 


Rather, we believe, that the legislative history indicates a Congressional 
intent to give the Commission jurisdiction over the rates of all wholesales 
of natural gas in interstate commerce, whether by a pipeline company or 
not and whether occurring before, during, or after transmission by an 
interstate pipeline company. There can be no dispute that the overriding 
Congressional purpose was to plug the “gap” in regulation of natural-gas 
companies resulting from judicial decisions prohibiting, on federal consti- 
tutional grounds, state regulation of many of the interstate commerce 
aspects of the natural-gas business. (Emphasis added). 


Thus, it seems, there is no longer occasion for us to search the legislative 
history of the Act to determine the Congressional intent. 

But, if one other than the most ingrained legal doctrinaire were still in 
doubt as to the actual breadth of this decision, it should be dispelled by the 
language of Justices Clark and Burton in their dissenting opinion. They said 
therein that: 

*** Congress provided that the Act “shall not apply *** to the produc- 
tion or gathering of natural gas.” Language could not express a clearer 
command, but the majority renders this language almost entirely nugatory 


11 The Court later said that the gap the Act was intended to fill was that which existed 
at the time the Act was passed and is not affected by subsequent decisions. 
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by holding that the rates charged by a wholly independent producer and 
gatherer may be regulated by the Federal Power Commission. Nor does 
the Court stop there, for in the sweep of the opinion “the rates of all 
wholesales of natural gas in interstate commerce, whether by a pipeline 
company or not and whether occurring before, during, or after transmission 
by an interstate pipeline company” are covered under the Act. *** On 
its face, this language brings every gas operator, from the smallest pro- 
ducer to the largest pipeline, under federal regulatory control. *** 
(Emphasis added). 
* - . * a 

By today’s decision, the Court restricts the phrase “production and 
gathering” to “the physical activities, facilities, and properties” used in 
production and gathering. *** 


In consideration of the force which must be accorded these statements, even 
though they undoubtedly are in the strict sense of the word, dicta, there 
would seem to remain no doubt as to the effective law of that case on this 
question. It is concluded that the language “production or gathering of natu- 
ral gas” as used in Section 1(b) of the Act encompasses only the producing 
properties and gathering facilities, and the exemption applies only to the 
physical activities, facilities, and properties used in such production and 
gathering. It does not exempt or exclude from the affirmative reach of this 
section sales of natural gas made during the course of production or gathering 
or as an indicent thereto, whether the sales are made after or before delivery to 
an interstate pipeline. 

SALES OF “NATURAL GAS” 


Petitioners Shell and Humble contend that their sales as producers are sales 
of “casinghead gas” which is not the same product as the surplus residue 
gas which is, they say, the “natural gas unmixed” to which Congress referred 
in the definition of “natural gas” found in the Act. They further contend that 
by “natural gas unmixed” Congress meant nothing more nor less than natural 
gas immediately suitable for fuel for public consumption, in other words, as 
they describe it, a gas consisting almost entirely of methane and ethane. But 
the basis for the contention is not entirely clear. 

It is true that a witness for Shell testified that methane and ethane consti- 
tute the bulk of the gas in interstate transmission lines—fuel gas. He testi- 
fied also that a requirement which must be met to make “natural gas” suitable 
for transmission in high pressure interstate transmission lines is that it be 
dehydrated. Another universal requirement is that the hydrogen sulphide be 
removed to small quantities. He testified also that: 


A third thing that may or may not be important, depending on the 
source of the gas, is the quantity of liquefiable hydrocarbons presented in 
the gas; if that quantity exceeds a reasonable limit, usually of the order 
of between a tenth and two-tenth of a gallon of gasoline, condensation 
will occur under the usual interstate transmission line conditions, and 
cause difficulties and restrict the flow of gas through the line, making it 
necessary to drain out the condensation and get rid of it in some manner. 


If, however, we are to determine the intent of Congress in 1988 the evidence, 
it is believed, should relate to practices then pursued, and the understanding 
of the term as it was then used. There is no evidence in the record that 
interstate pipe lines were then operated at high pressure or that the gas then 
transmitted in interstate lines consisted almost entirely of ethane and methane. 
Nor would it be proper to assume that those were the facts. 





DEEP SOUTH OIL COMPANY OF TEXAS ET AL. 323 


I am unable to see any rational basis for the conclusion that Congress 
intended that regulation under the Natural Gas Act be cohfined to fuel gas 
consisting “almost entirely of methane and ethane”. It is true that the gas 
which Phillips sells to El Paso is not casinghead gas, but there is certainly 
no evidence in this record that it is anything other than natural gas as that 
term is used in the Act. 

It would seem to be beyond question that Congress had not in mind a gas 
of a particular chemical structure. Instead it viewed gas as being of two 
kinds—natural gas and artificial gas. It contemplated within the meaning 
of “natural gas” all gas which was not artificial. 

Petitioners point to further testimony of Shell’s witness in which he makes 
the statement that “[g]as is not salable as natural gas, per se, until the 
process of preparation for transmission has been completed.” Obviously, how- 
ever, the witness did not mean that the gas could not be sold and delivered 
to an interstate pipe line for the purpose of transportation and sale in inter- 
state commerce before the steps which he described are taken. On the con- 
trary he pointed to the gas sold by Shell from the McElroy Field, which he 
describes as “partially treated” gas, and to the fact that after it is sold by 
Phillips in one of the transactions which the Supreme Court, in the Phillips 
case, Supra., found to be a sale in interstate commerce, the two most impor- 
tant steps needed to make the gas suitable for transportation in high-pressure 
pipe lines is performed by the company to which Phillips sells the gas. It 
ean no longer be disputed that when the gas js sold and delivered by Phillips 
to El Paso it is delivered into the stream of interstate commerce. No one 
has argued, either, that the gas so delivered is not “natural gas.”!2 Yet after 
the receipt thereof, El Paso treats the gas for removal of carbon dioxide, 
hydrogen sulphide, dehydrates it and raises the pressure to 550-600 pounds. 
Certainly it is then ready for transportation and it is then transported in a 
high-pressure interstate transmission line. 

The witness gave another illustration of gas already moving in interstate 
commerce which is treated for the removal of carbon dioxide; an example of 
gas actually moving in interstate commerce before the completion of the 
preparation for transportation which in the words of the witness makes the 
gas salable as natural gas, per se. 

Again in Michigan Wisconsin Pipe Line Company v. Calvert, 347 U. S. 157, 
the Court notes that after the gas has been taken into the Michigan-Wisconsin 
pipes it flows a distance of approximately 1215 feet to a compressor station 
where it is compressed, cooled, scrubbed and dehydrated. 

It should be noted too that the “gas” which Deep South sells to Texas 
Gas is defined in the contract of sale as “natural gas”. The gas which it 
sells to United Gas Pipe Line Company is defined in that contract as 
“merchantable gas as produced in its natural state from the wells.” 

As defined in the Statutes of the State of Texas “natural gas” and “gas” 
mean the same thing. “Casinghead gas” means “gas and/or vapor indigenous 
to an oil stratum and produced from such stratum with oil.” Thus, it appears 
that in the contemplation of the Texas statutes casinghead gas and natural 
gas are the same. 

When asked what the difference, if any, is between the properties of casing- 
head gas and gas well gas a Shell witness, who is an expert on the subject, 
replied : 


12 In fact Shell’s witness testified that the principal components of the gas produced on 
the McElroy lease are the same as the principal components of gas which is used by the 
ultimate customer. 
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It is not possible to give a definite answer to that. Most gas well gas, 
so-called, contains some of these intermediate to heavy hydrocarbons. 
The north Texas Panhandle is a very good example. Over most of the 
area there, the gas has no association with oil at all, and yet contains 
somewhere around a third to a half a gallon of natural gasoline, and 
most of it contains a lot of propane, or bottled gas material, and butanes, 

If you set about to draw a line between the two types of production, 
two types of wells, you would say in general that casinghead gas, asso- 
ciated with oil, usually has a larger percentage of the liquefiable hydro- 
carbons than gas well gas, and that is about the end of it. That is the 
only distinction I know. 


Later, along the same line, the witness repeated that there is no sharp line 
of distinction between so-called dry gas well gas and casinghead gas; that 
usually the latter has more liquefiable hydrocarbon components, but, he said, 
it is all natural gas. 

No one contends, as indeed they could not, that the gas produced and sold 
by Shell, Humble and Deep South does not contain the ethane and methane, 
which the evidence shows, constitutes the bulk of the fuel gas distributed to 
domestic, commercial and industrial customers. The extraction process to 
which the gas is subjected, both before and after delivery is made to the inter- 
state pipe line, does not create, or add to the constituents of the casinghead 
gas, any amount of either of those components. Those processes merely 
extract and remove from the casinghead gas stream, by simple changes in their 
physical environment, impurities such as carbon dioxide, nitrogen, helium, 
compounds of sulphur and oxygen, water and water vapor, drilling mud, rust, 
sand, dirt, and in addition liquid hydrocarbons. Throughout all those changes 
the “natural gas” flows continuously and without interruption, first with, and 
later without, those impurities and other components, through the intercon- 
nected pipe lines, including those which actually cross state boundaries, to the 
burner tips of the consumers thereof. 

Thus, it must be concluded that for the purposes of regulation under the 
Natural Gas Act the gas sold by the several petitioners herein is “natural 
gas” within the meaning of that Act. 


SALES FOR “RESALE” 


Petitioners contend that the sales of “casinghead gas” which they make are 
not “sales for resale” but for “manufacture”. 

The contract between International Petroleum Corporation and Phillips 
Petroleum Company (Standard Form Revised—Natural Gasoline Association— 
1932) under which, by assignment, sales are made by Shell to Phillips, con- 
tains the following paragraph: 

Purpose—The gas hereby sold is conveyed to the Buyer for the purpose 
of manufacturing gasoline or such other product or products as may be 
manufactured at Buyer’s Plant. 

As pointed out by Shell, the evidence shows that on May 7, 1936 (the date 
of the execution of the contract), and for a number of years thereafter the 
residue gas from which heavier hydrocarbons had been extracted by Phillips, 
other than that used by Phillips for gasoline plant operation and by the Seller 
for the development and operations of seller’s lease, was flared. In fact, it 
was not until July 17, 1950 that a market became available for the remainder 
of that residue gas. Phillips then began to make deliveries thereof to El Paso 
Natural Gas Company, an interstate natural-gas pipeline company. Since 
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then, even though, as before, a part of the residue gas has been used by 
Phillips for gasoline plant operations, and a part has been used by Seller for 
the development and operations of its lease, most of it has beer sold by 
Phillips to El Paso, and it has been, by the latter, transported and sold in 
interstate commerce. 

The testimony is that after the delivery of the gas to Phillips, Shell has no 
more control over the gas or voice in its sale. The evidence does not show 
that Shell had anything to do with the sale by Phillips to El Paso of the 
residue gas. It should be noted, however, that the contract to which we 
have just referred contains the following provisions: 


It is agreed and understood by and between the parties hereto, that if 
and when the residue gas remaining after the eztraction of gasoline from 
such casinghead gas shall be more than sufficient for the needs of the 
Buyer in the operation of said gasoline plant and more than sufficient for 
the needs and requirements of Seller for the development and operating 
purposes upon the premises from which the said casinghead gas is produced, 
then, and in that event, the Buyer shall have the right without the 
obligation to sell any or all surplus residue gas so remaining; provided 
that in the event of sale by the Buyer of any or all of such residue gas, 
Buyer shall pay to the Seller herein fifty percent of the net proceeds re- 
ceived from the sale of such gas, such payments to be made at the same 
time as other payments hereunder. Net proceeds as herein used is de- 
fined as the gross proceeds less any cost of boosting and/or transportation 
necessary to market such gas. *** (Emphasis supplied) 


In a later supplement to that contract, dated October 1, 1952 (which is, of 
course, after sales to El Paso began) there appears this statement: 


2. It is understood that the casinghead gas purchased under said 
Casinghead Contract [of May 7, 1936 referred to] is processed by Phillips 
in its Crane Natural Gasoline Plant and that *** (Underscoring added) 


The supplement goes on to provide for the payment by Phillips to Shell 
each month of the value of the amount of hydrogen sulphide contained in 
acid gas removed by Phillips from the casinghead gas purchased from Shell. 

Regardless of the words contained in the “Purpose” paragraph of the 
original contract, it is perfectly clear that the true purpose of the sale was 
to provide a market for the casinghead gas (including all component parts 
thereof) delivered by the Seller; that so far as Seller was concerned his 
primary purpose was to subject the casinghead gas to a process by means 
of which the components could be appropriately extracted. The manufacture 
of natural gasoline from components of the casinghead gas was one of such 
means, and at the time apparently the only means. Consequently, the price 
to be paid for the residue gas was directly related to the revenue to be de- 
rived from the gasoline which was to be manufactured from the components 
extracted in pursuit of that purpose. Furthermore, even though there was 
not then a market for the residue gas, the possibility of such an eventuality 
was not overlooked and provision therefor was made. And Seller’s claim to 
part of the proceeds from the sale of elements other than natural gasoline and 
residue gas extracted from the commingled gas is also recognized. It seems 
clear, therefore, that the purpose of the sale of gas by the original Seller was 
not in any sense intended as a limitation or restriction to use for purposes of 
“manufacture”. Furthermore, to say that after the sale and delivery of the 
gas by Shell to Phillips the former no longer has any control over it, appears, 
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in the light of all of the provisions of the contracts and its supplements, to be 
not without some doubt. 


It seems appropriate, also, to point out that the original contract provided 
that: 

Term—HEither party shall have the right to terminate this contract at 
the expiration of five years from the date thereof or on any anniversary 
of said date thereafter by giving the other party thirty (30) days notice, 
in writing, of its intention to do so. *** 


It must be assumed that Shell has been aware of the sales of residue gas 
by Phillips to El] Paso on every anniversary of the date of the contract since 
the beginning of such deliveries on July 17, 1950, and by continuing rather 
than terminating the contract, it has tacitly, at least, joined in such sale. 

In any event the determination of the question whether the gas is sold for 
manufacture must rest upon the actual disposition of the gas today rather than 
upon the now anomalous provision of a contract entered into under wholly 
different conditions. 

As we have seen, 36 of the 48 contracts for the sale of casinghead gas by 
Humble to others are on the same form as that described above, namely 
Standard Form Revised—Natural Gasoline Association—1932 contracts, and 
contain identical “purpose” clauses. Those contracts also contain the clause 
quoted above which retains in the seller the right to demand and receive 50% 
of the net proceeds from the sale by Buyer of all residue gas remaining after 
the extraction of the other components of the casinghead gas. 

The 1939 form on which 8 of the contracts are written do not contain a 
similar “purpose” clause. Instead, the relevant provision states: 


Transfer of Title—Upon receipt of said casinghead gas by Buyer, title 
thereto shall pass to and vest in Buyer at the delivery place described 
herein without regard to the purpose for which said casinghead gas may 
thereafter be used by Buyer. (Emphasis added) 


Since the principal business of the Buyer under those contracts namely, El 
Paso, is the purchase, transmission and sale in interstate commerce of natural 
gas, there is no provision in them for the resale to others of such gas. 

There is no limitation, either, upon the use of the gas sold under the Division 
orders, but they clearly contemplate the extraction from the casinghead gas 
of the various components in such a way as to make possible the most ad- 
vantageous marketing of the gas, and of the components, by the Seller and the 
Buyer. Thus, in those instances, the Seller is compensated for the casinghead 
gas on the basis of the value which the Buyer realizes from the several com- 
ponents of the casinghead gas after the extraction has occurred. Here 
again, even though the contract recites that the title passes upon delivery, 
and even though Seller does not participate in the choice of the one to whom 
the residue gas is sold, the Buyer might conceivably, for some purposes, be 
considered as the consignee of the casinghead gas and its component parts, 
responsible to the Seller for an accounting with respect thereto. 

The 1932 and 1939 contracts contain clauses which contemplate fixed terms 
with the privilege of cancellation on anniversary dates thereafter. Sales under 
division order are cancellable at the will of the owners of interests in the 
properties. The purpose of the sale under those orders appears to be no 
different than those under the contracts described above. 

Neither the contract under which Deep South sells gas to Texas Gas nor 
the contract under which it sells gas to United contains a “purpose” clause. 
In the former “gas” is defined as “natural gas of merchantable quality, com- 





DEEP SOUTH OIL COMPANY OF TEXAS ET AL. 327 


mercially free of solids, dust, liquid water and hydrates and shall not contain 
more than 40 grains of sulphur per Mcf.” This contract provides for two 
price components, one for the separator overhead gas and the other for crude 
oil removed by the separator. The first component is the equivalent of the 
average of the three highest prices for gas (excluding gas condensate and 
other liquefiable hydrocarbons) paid to producers in that Railroad Commission 
District. 

In the contract with United, the gas to be delivered must “[b]e merchantable 
gas as produced in its natural state from wells free of any objectionable 
liquids and solids except that Seller shall separate or cause to be separated, any 
liquid hydrocarbons. Seller may extract, or cause to be extracted, any natural 
gasoline and other liquefiable hydrocarbons which may be produced with or 
as a part of such gas, provided that by such separation or extraction the heat- 
ing value of the gas shall not be reduced to less than 950 gross British 
Thermal Units per cubic foot, ***. In extracting the natural gasoline and 
separating the liquid hydrocarbons or condensable hydrocarbons from the gas 
to be delivered hereunder, Seller agrees that it will not subject or permit 
said gas to be subjected to any treatment in such extraction or separation 
processes which will change the chemical composition of any of the com- 
ponent parts of said gas, ***” (Emphasis added). 

It seems clear that under both of those contracts, Deep South does nothing 
more nor less than sell the gas which it produces. It is not concerned with 
what, if any, “processing” or “manufacture” may take place after it sells and 
delivers its gas. Neither is it concerned, so far as the contracts disclose, 
with to whom the residue gas or any of the components of the casinghead gas 
which it sells to Texas Gas and United may be resold. It must be aware that 
those purchasers of casinghead gas will, in turn, resell the residue gas, and 
the components thereof, and that they will resell such residue gas to others for 
domestic, commercial, industrial or other uses. 

With respect to the gas produced by Shell in the Nome field the sale is 
made by Shell in the field in close proximity to the producing well or wells. 
However, the sale and the delivery are made to a company which owns and 
operates (or will in the immediate future own and operate) pipeline facilities 
which transport natural gas across a state line and by means of which such 
natural gas is transmitted in interstate commerce. 

Nevertheless, the pipeline into which Shell makes deliveries is a “gathering” 
line as that term is used in the industry, and from that line the gas flows 
into facilities of a similar nature which are owned, in contemplation of law, 
by a different corporation. After passing through the latter’s facilities the 
gas is redelivered to Pipeline Company into the interstate facilities above 
referred to. 

Since Pipeline Company is wholly owned by Texas Gas, for the purposes of 
determining the jurisdiction of the Commission over the sales of natural gas 
the difference in corporate ownership of facilities may be disregarded. Thus, 
the practical interpretation of this transaction is that Shel! sells this gas to 
an operator who removes such impurities as remain in the gas (including 
liquid hydrocarbons in the full stream gas), processes it by dehydration and 
compression, transports it in interstate commerce and resells it in interstate 
commerce to another pipeline which subsequently itself resells it to local 
distribution companies. 

In connection with the contention that these sales of gas are for “manufac- 
ture” and not in interstate commerce and therefore not subject to the juris- 
diction of the Commission under the Act it is appropriate to note the words 
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of the Supreme Court in Mandeville Island Farms, Inc., et al v. American 
Crystal Sugar Company, 334 U.S. 219 (1948) : 


*** The artificial and mechanical separation of “production” and “manu- 
facturing” from “commerce” without regard to their economic continuity, 
the effects of the former two upon the latter, and the varying methods by 
which the several processes are organized, related and carried on in 
different industries, or indeed within a single industry, no longer suffices 
to put either production or manufacturing and refining processes beyond 
the reach of Congress or of the statute. 


It is concluded that the sales of gas, including casinghead gas, by the peti- 
tioners herein are sales in interstate commerce for resale, or such other 
purpose as the purchaser may choose. Actually the purchaser chooses in each 
instance to remove from the gas certain components from which the purchaser 
manufactures natural gasoline and other products. However, nothing is manu- 
factured from the residue gas and it is resold in interstate commerce. 


SALES IN INTERSTATE COMMERCE 


While petitioners appear to concede that Congress has ample power to regu- 
late and control transactions in interstate commerce and can also exercise such 
regulation and control over activities which may “affect”, or become a “burden” 
upon such commerce, they contend that Congress did not choose to so extend 
the regulatory function of the Commission under the Natural Gas Act. They 
contend that the language of the Act specifically limits such regulation to “the 
sale in interstate commerce”, and expressly makes it inapplicable “to any 
other sale”. 

“Any other sale” under petitioners’ interpretation of the language appears 
to mean any sale prior to and other than the sale which results directly in the 
delivery of the natural gas into the pipeline of the interstate transmission 
line. Based upon that interpretation of the Act, petitioners contend that in 
order for their sales to be subject to the regulation of the Commission they 
must be found to be made directly into the stream of interstate commerce; 
and, that consequently, a sale made prior to such ultimate sale and delivery 
into the interstate pipeline, even though one of a series of sales which eventuate 
therein, is not subject to the Commission’s jurisdiction. 

The evidence shows conclusively that the sales and deliveries of natural gas 
by each of the petitioners is made on or close to the lease on which that gas 
is produced; in close proximity to the end of the well-flow lines, and before 
the gathering operation is completed; and that thereafter, the producer of 
the gas had no further ownership or control over it. It shows further that 
gathering operations have not been completed until the gas reaches, in each 
instance, the processing plant. 

The evidence shows, also, that with respect to the sales and deliveries of 
gas by Deep South from the Refugio lease, the sales and deliveries by Shell 
from the McElroy field, and all of the sales by Humble in connection with 
which Humble presented evidence herein, there is a constant uninterrupted 
flow of gas from the well head through the flow lines, the separators, the 
gathering lines where the gas is commingled with gas from other producers, 
the gasoline plants, the compressing, dehydrating and desulphurizing equip- 
ment, into interstate transmission lines. Aside from impurities and so much 
of such gas as is removed from the stream in those plants in the form of 


13 That contention would seem to produce the same result as the earlier one that the 
Phillips decision does not go beyond that single, narrow point. 
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heavier hydrocarbons, all of the gas produced by petitioners in those areas 
follows such a course. 

The characteristics of the sales and deliveries of gas by Deep South to 
Texas Gas, and the sales by Shell to Pipe Line are, or will be, identical with 
the others just described except that in those instances after the commingled 
gas leaves the plant, substantial quantities thereof are sold locally and con- 
sumed within the State of Texas, and except, also, that all of the commingled 
gas is not the property of the plant operator but some of it, theoretically, is 
returned to the owner after processing. The evidence shows that if they 
have not already begun, there will begin in the very near future the sale and 
delivery by Texas Gas to Pipe Line Company of substantial volumes of gas 
processed at the plant, including the gas produced by Deep South and Shell, 
which gas will thereafter move in interstate commerce and will be sold for 
resale therein. The gas thus produced by Deep South and by Shell, therefore, 
flows in a continuous and uninterrupted stream from the point of production 
in the State of Texas to the point of consumption in another State. 

It should also be said that evidence respecting the transportation and sale 
of specific quantities of the gas sold by Shell to Phillips, by Deep South to 
United, and by Humble to its several purchasers does not appear from the 
record. Perhaps in the usual case, it would be desirable and, in fact necessary, 
that more evidence on that point be required. However, it is clear that from 
the mass of gas with which the gas of those sellers is commingled soon after 
passing the delivery point, substantial volumes, which must include portions 
of that produced by those sellers, are transported in interstate commerce for 
resale. 

In these proceedings the petitioners have asked for an interpretation of their 
status which interpretation would, they expect, exclude them from the Com- 
mission’s jurisdiction. It seems to me that in such case the burden in each 
instance should be upon the petitioner to prove that he does not come within 
the purview of the Act rather than upon the Staff to prove that he does. It 
is recognized that the evidence upon which conclusive findings on those points 
could be made was not readily available to petitioners. That, however, would 
not relieve petitioners of the responsibility of exhausting such means as were 
at their command to reveal the relevant facts. Under the circumstances it must 
be concluded that in such a proceeding as this is, as distinguished from the 
usual one, inferences least favorable to the petitioners must be drawn from the 
evidence in the record on certain points. 

In support of the contention that the sales made by petitioners are not sales 
in “interstate” but in “intrastate” commerce and that they are not therefore 
subject to the jurisdiction of the Commission, counsel for petitioners cite a 
large number of cases ranging in point of chronology from Coe v. Errol, 
116 U.S. 517 (1886) to Michigan-Wisconsin Pipe Line Company vy. Calvert, 
847 U.S. 157 (1954). The Examiner has read and carefully considered all of 
those cases, but has not found any of them helpful in the solution of the 
problem with which we are here confronted. 

Without important exception all of the cases cited involve a determination 
of the power of the state with respect to regulation and taration and turn 
upon the rationalization by the Supreme Court of the point to which a state 
may, but beyond which it may not, go in the licensing of activities within its 
borders and the taxing of properties lying therein which licensing and taxing 
have a relationship to interstate commerve. To illustrate the absence of 
analogy there are set out below quotations from two of the more recent of 
the cases cited. 


468917—59——24 
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In Richfield Oil Corporation v. State Board of Equalization, 329 U.S. 69, 
75-76 (1946) the court said: 


It is well established that the Commerce Clause is a limitation upon the 
power of the states even in the absence of action by Congress * * *. But 
the scope of the limitation has been determined by the Court in an effort 
to maintain an area of trade free from state interference and at the same 
time to make interstate commerce pay its way. As recently stated 
*** the law under the Commerce Clause has been fashioned by the Court 
in an effort “to reconcile competing constitutional demands, that commerce 
between the states shall not be unduly impeded by state action, and that 
the power to lay taxes for the support of state government shall not be 
unduly curtailed.” That accommodation has been made by upholding taxes 
designed to make interstate commerce bear a fair share of the cost of the 
local government from which it receives benefits *** and by invalidating 
those which discriminate against interstate commerce, which impose a 
levy for the privilege of doing it, which place an undue burden on it. 


To the same effect in the more recent case of Michigan-Wisconsin v. Calvert, 
Supra, the Court said: 


*** Numerous cases have upheld state levies where it is thought that the 
tax does not operate to discriminate against commerce or unduly burden 
it either directly or by the possibility of multiple taxation resulting from 
other taxes of the same sort being imposed by other states. The re- 
curring problem is to resolve a conflict between the Constitution’s mandate 
that trade between the states be permitted to flow freely without un- 
necessary Obstruction from any source, and the State’s rightful desire to re- 
quire that interstate business bear its proper share of the cost of local gov- 
ernment in return for benefits received. Some have thought that the 
wisest course would be for this court to uphold all state taxes not patently 
discriminatory, and wait for Congress to adjust conflicts when and as it 
wished. But this view has not prevailed, and the Court has therefore, 
been forced to decide in many varied factual situations whether the ap- 


plication of a given state tax to a given aspect of interstate activity 
violates the Commerce Clause. 


The cases thus cited by the petitioners simply reflect the practical operation 
of our peculiar form of government coordinating the action of two sovereignties, 
the more powerful in the area benevolently yielding to the lesser to the extent 
necessary to allow the latter to meet the pragmatic demands upon it, yet 
jealously guarding its own and more widespread interests from unreasonable 
discrimination and undue burden. 

But in every one of the cases cited there had been action by the State and 
the proceedings, in each instance, were to determine whether the State had 
gone further than it should have in the exercise of its authority to tax or 
regulate. No situation analogous to that is present in this proceeding. The 
evidence here shows that regulations prescribed pursuant to the laws of the 
State of Texas require authorization to drill oil and gas wells, the filing of 
monthly and special reports covering operations, the taking of different tests, 
including bottom hole pressures; and those regulations impose limitations 
upon the amount of oil and gas which is produced, and certain limitations 
as to the spacing of wells. The laws of the State also require the payment of 
a severance tax on distillate and gas. Although there is no evidence on the 
point, it is assumed that local authority also levies ad valorem taxes upon the 
properties and facilities of the producers of gas and oil. But, so far as the 
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evidence discloses, the taxes and regulations thus enumerated are the only ones 
imposed upon petitioners as producers and gatherers of natural gas by the State 
or other local authority. There is no evidence that the State levies a license 
tax upon the production or the gathering of gas or oil even though it un- 
doubtedly could do so if it saw fit. Neither is there evidence that the State 
of Texas imposes minimum price regulations at the well head of the wells 
in the State producing gas. 

The Federal Power Commission has never, of course, undertaken to regulate 
or tax the physical activities, facilities or properties used in the production 
and gathering of natural gas. Consequently, there is not in this record any 
evidence of conflict or duplication of regulation as between the State of Texas 
and the United States, nor is there any attempt on the part of the State to 
impose taxation or other burden upon commerce in connection with the pro- 
duction, gathering or sale of natural gas. Neither the State of Texas nor the 
regulatory agency of that State indicated interest in the proceeding or any 
thought that its authority would be impinged upon. So far as this record is 
concerned, in the absence of regulation by this Commission, the price of natural 
gas would be unregulated. The question whether, if the State of Texas had 
fixed a well head price for gas in these fields as was fixed by the Oklahoma 
Commission (Peerless case, supra.) recognition would have to be given to such 
regulation in determining the jurisdiction of the Commission herein is not 
presented in this proceeding. 

As pointed out by counsel for the petitioners, interstate commerce is an 
intensely practical concept drawn from the normal and accepted course of 
business. With counsel we must agree, too, that we must accordingly mark 
the beginning and end of a particular kind of interstate commerce by its 
own practical considerations. 

Relative to the question here in issue, it appears pertinent to quote the 
language of the Supreme Court in Mandeville Island Farms, Inc., vy. American 
Crystal Sugar Co., supra: 


The Shreveport doctrine cut Congress loose from the haltering labels of 
“production” and “manufacturing” and gave it rein to reach those processes 
when they were used to defy its purposes regarding interstate trade and 
commerce. In doing so the decision substituted judgment as to practical 
impeding effects upon the commerce for rubics concerning its boundaries, 
as the basic criterion of effective congressional action. 


And what the Congressional purposes were regarding interstate trade and 
commerce in the enactment of the Natural Gas Act seem distinctly to appear 
from further language of the Court in the Phillips case, supra., as follows: 


Regulation of the sales in interstate commerce for resale made by a 
so-called independent natural-gas producer is not essentially different from 
regulation of such sales when made by an affiliate of an interstate pipe- 
line company. In both cases, the rates charged may have a direct and 
substantial effect on the price paid by the ultimate consumers. Protection 
of consumers against exploitation at the hands of natural-gas companies 
was the primary aim of the Natural Gas Act. *** Attempts to weaken 
this protection by amendatory legislation exempting independent natural- 
gas producers from federal regulation have repeatedly failed and we re- 
fuse to achieve the same result by a strained interpretation of the 
existing statutory language. 


By that language*‘ the Supreme Court made it crystal clear that the over- 


14and that heretofore quoted at page 32, supra. 
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riding consideration motivating Congress in the passage of the Act was the 
protection of gas consumers from exploitation. Construing the provisions of 
the Natural Gas Act so as to protect the ultimate consumer of natural gas 
from exploitation as contemplated by Congress and for that purpose to fill the 
“gas” between state and Federal regulation, it must be concluded that no 
conceivably useful purpose would be served by determining a point at which, 
under other circumstances and for other purposes “production” and “manufac- 
turing” might end. “Interstate commerce” as the term is used in the Act is, 
at least, coextensive with the “gap” to which the Court referred. 

It must be concluded, therefore, that in those instances in which a state or 
state commission exercises no control, regulation or limitation upon or over 
the price of gas at the well head, a sale of gas produced therefrom which 
results in the delivery thereof into a stream of commerce in which gas pro- 
duced at a point in one state is transported and sold at a point outside thereof 
is a sale in interstate commerce of natural gas for resale within the meaning 
of the Natural Gas Act, whether, before, or after such sale there shall be 
extracted therefrom liquid hydrocarbons and impurities, and whether such 
gas shall have been dehydrated, compressed or otherwise similarly processed. 

Having reached that conclusion it is unnecessary to labor the contention of 
the petitioner Humble that another characteristic of its sales which dis- 
tinguishes them from interstate sales is petitioners’ lack of knowledge as to 
purchasers intended disposition of either the “products” or the residue gas. 
We are not here concerned in any way with the products. 

The evidence in this record respecting the redisposition of residue gas by 
those to whom Humble sells and delivers casinghead gas is quite sketchy and 
inconclusive. It is based, in fact, upon information furnished Humble’s wit- 
ness by casinghead gas plant operators in response to inquiries as to whether 
or not such plants were selling residue gas to pipelines “[t]hat moved the gas 
finally into interstate commerce, or across the State line.” The cases repre- 
sented by the 44 contracts and 4 division orders were determined so to be. 
Thus, if another of the parties were charged with the burden of proving the 
interstate nature of the movement of such gas after its sale and delivery by 
Humble, some question might arise as to the adequacy of the proof. However, 
it is not believed that anyone else has that burden. This is an instance in 
which it appears appropriate to derive from the evidence inferences least 
favorable to Humble. 

With the possible exception of the sales to El Paso,” there is no evidence 
that either at the time the contracts were executed or since, Humble has had 
more than an indifferent knowledge of the purchaser’s contemplated disposition 
of the residue gas. The residue gas may be returned to the lease, used in 
plant operation, sold to local markets, or, in some cases, sold to interstate 
pipeline companies. 

In support of his position counsel, says that “where disputed sales or opera- 
tions have been held to be interstate, courts have stressed this consideration.” 
No cases sustaining the converse are cited. Superior Oil Co. v. Mississippi, 
280 U.S. 390, also cited, is not helpful. But it is not believed that one who 
sells and delivers gas into an interstate stream of commerce can alter or 
otherwise affect the nature of that flow by pleading indifference to, or in- 
different knowledge of, the destination thereof, nor can he avoid, thereby, 
the regulation and control of so much of that stream as is contributed by him. 

For the purpose of removing uncertainty with respect to the status of the 
sales of gas by Humble as shown in the evidence herein, such sales are’ found 
to be sales in interstate commerce of natural gas for resale. 


15 There appears to be no serious question as to the character of this movement. 
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A similar conclusion must be reached with respect to Shell’s sales from the 
McElroy Field?® and Deep South’s sales from the Refugio Field.1* 

However, a further point is raised by Deep South with respect to gas which 
it sells to Texas Gas. 

We have seen that gas produced by Deep South in the Big Hill area and by 
Shell in the Nome Field is (or will be) commingled with gas purchased by 
Texas Gas from many other producers. Furthermore, all of the gas which 
flows through the Winnie Plant is not owned by Texas Gas. Some of it is 
merely processed by the plant, the owner apparently retaining title to it. 
Quantities of residue gas equivalent to the volume to which he is entitled is 
returned to that owner. Large percentages of residue gas taken from the mass 
of such gas emerging from the plant are used and consumed locally. Thus 
it is impossible to demonstrate uniquely that any particular molecules of gas 
produced by Deep South in the Big Hill area or by Shell in the Nome Field 
actually and physically flow across state lines and are sold thereafter. 

But under such circumstances it is not believed necessary that there be 
proved that the gas of these producers is the gas which is transported and 
sold in interstate commerce. To so require would make it possible to avoid 
with ease the regulation of such sales for resale. Federal jurisdiction is not 
believed to rest on so tenuous a foundation. 

It is concluded, therefore, that the sales of gas here under consideration, 
and each of them, made by the petitioners herein, respectively, are sales in 
interstate commerce of natural gas for resale within the purview of the Natural 
Gas Act. Consequently, it is concluded that the petitioners, and each of them, 
is engaged in the sale in interstate commerce of natural gas for resale, and is, 
therefore, a natural-gas company within the meaning of the Act. The prayer 
of such petitioners respectively for an order declaring that its such sales are 
not subject to regulation under the provisions of the Natural Gas Act and 
that the petitioners, respectively, are not natural-gas companies within the 
meaning of the Act by reason of such sales, must be and is, therefore, denied. 

Epwarp B. Marsa, 
Presiding Examiner. 


IN THE MATTER OF 
TRANSCONTINENTAL GAS PIPE LINE CORPORATION 


Upon an Application for a Certificate of 
Public Convenience and Necessity 


Docket No. G-9035 
August 9, 1955* 
Syllabus 


Commission issues certificate of public convenience and necessity under sec- 


tion 7 of the Natural Gas Act authorizing Transco to construct and 
operate facilities for the transportation and sale of natural gas. P. 336. 


16 All of the residue of which appears to be sold and delivered to El Paso. 

17 Inferred from the evidence as explained above. 

18 Cf. Jersey Central Power and Light Co. v. Federal Power Commission, 319 U. S. 61. 

* No exceptions to the initial decision having been filed or review initiated by the Com- 
mission, the decision became effective on September 12, 1955, as the final decision and 
order of the Commission. 
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George J. Meiburger and Richard J. Connor of Gallagher, Conner and Boland, 
and James P. Henderson for Transcontinental Gas Pipe Line Corp. 
William L. Brunner for the staff of the Federal Power Commission. 


Stupson, Presiding Examiner: This proceeding is upon an application for 
a certificate of public convenience and necessity pursuant to Section 7 of the 
Natural Gas Act (Act) filed by Transcontinental Gas Pipe Line Corporation 
(Transco or Applicant) on June 14, 1955, supplemented by “First Supplement 
to Application for Certificate of Public Convenience and Necessity” filed 
July 14, 1955, relating to gas supply data.1 

Pursuant to notice of application and date of hearing entered by the Sec- 
retary of the Commission July 11, 1955, this proceeding came on for hearing, 
was duly heard, and the hearing concluded on July 29, 1955. As provided by 
the notice aforesaid various petitions to intervene were filed on or before the 
due date of July 28, 1955.2 Prior to action by the Commission in the premises 
these petitioners were permitted to participate in the proceedings subject to 
the provisions of Section 1.8(f) (2) of the Rules of Practice and Procedure. 

Proposed findings and conclusions with form of order have been filed by the 
applicant Transco. Though provision was made in hearing for the filing on 
or before August 8, 1955, of proposed findings and conclusions by the other 
participants, none such in either support of or opposition to the certificate 
requested have been filed herein. 

By its supplemented application, aforesaid, Transco seeks authorization 
(a) to transport 10,000 Mcf of natural gas per day on a firm basis for Sun Oil 
Company (Sun) for delivery by Transco at Sun’s refinery at Marcus Hook 
(Pa.) on the terms and subject to the conditions stated in the 20-year con- 
tract between Transco and Sun dated May 26, 1955 (Exh. 7), in addition to 
natural gas now delivered Sun at that point, and (b) to construct (by con- 
tract), install and operate therefor six different sections of loopline of various 
lengths and two sizes totalling approximately 12.83 miles of 30-inch and 
13.91 miles of 36-inch along Transco’s existing pipeline system in the States of 
Louisiana, Georgia, North Carolina, Virginia, and Maryland, respectively, at an 
estimated overall cost of $3,426,000 based substantially upon the Applicant’s 


1On July 11, 1955, Transco filed its “Application for Temporary Certificate Authoriza- 
tion” to enable construction of the facilities proposed herein along with the construction 
then in progress pursuant to the Commission’s authorization in Docket Nos. G-2367 and 
G-4185, and thus effect alleged savings in costs from coordination of construction and 
avoid delay in the initiation of the service here proposed. A temporary certificate was 
issued by the Commission on July 22, 1955, on this request. 

2 Thus, the several petitioners were: Consolidated Edison Company of New York, Inc., 
The Brooklyn Union Gas Company, Long Island Lighting Company, Public Service Electric 
and Gas Company, The United Gas Improvement Company, and Philadelphia Electric 
Company. 

On July 8, 1955, Fort Hill Natural Gas Authority filed a petition to intervene to seek 
an additional allocation of natural gas. This petition was denied by the Commission by 
order issued July 26, 1955, wherein it is stated, in substance, that Fort Hill Natural Gas 
Authority had not shown an interest in this proceeding which would be adversely affected 
by the issuance of a certificate for the purposes requested. 

The Public Service Commission of New York filed a notice of intervention but entered 
no appearance at hearing. 

8 Proposed to be filed as Transco’s FPC Rate Schedule X-1. This agreement provides 
for a firm transportation service of 20,000 Mcf per day (14.7 psia) for a period of 20 years, 
and supersedes a previous contract between the same parties dated August 25, 1954, pro- 
viding for a firm transportation service of 10,000 Mcf per day previously authorized by 
the Commission in Docket No. G-2368. It is anticipated that at 100% load factor ap- 
proximately 3,650,000 Mcf of natural gas will be delivered annually to Sun under this 
agreement in addition to that’ previously authorized as aforesaid. 
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experience in previous construction together with current estimates of material 
costs. 

Sun’s Marcus Hook refinery is one of the nation’s major refineries with a 
rated capacity in excess of 145,000 barrels daily. It has produced large quan- 
tities of aviation gasoline as well as other military products. It has recently 
installed and operates a catalytic reformer and expects to begin operating a 
second such reformer this August. These produce high octane components 
required for motor gasoline, as well as the aromatic hydrocarbons benzene, 
toluene, and xylene, which are essential ingredients of high octane aviation 
gasoline, synthetic rubber, plastics, and other products, and also produce by- 
product hydrogen gas. The combined output of hydrogen gas will enable 
Sun to install a syntheticcammonia plant of 300 tons daily capacity which 
will be placed in operation late this year. The ammonia so produced is 
useful and will be used in the manufacture of basic chemical products used 
in the production of fibers, films, and plastics, and in the manufacture of 
pharmaceuticals, aniline, fertilizers and explosives. 

Sun proposes to use 4,000 Mcf of the additional firm 10,000 Mcf per day 
here involved for gas engine driven compressors installed as an integral part 
of Sun’s ammonia plant, 4,000 Mcf as replacement for cracked refinery gases 
lost to the refinery fuel system with the shut down of two thermal cracking 
units required by the installation of the second new catalytic reformer, above, 
and 2,000 Mcf for additional fuel for vertical radiant heat type furnaces used 
in the production of high quality automotive and aviation type lubricating oils. 
The amount of 10,000 Mcf per day appears to be the minimum for essential 
refinery fuel for which no other fuel is suitable or available, with no part 
thereof to be used for the generation of steam. 

The gas to be transported by Transco is to be supplied by Sun to Transco 
at the tail-gate of Sun’s Starr County (Texas) gasoline plant* from Sun’s 
natural gas reserves not dedicated or subject to any other contract, either with 
Transco or any other person, Transco having no obligation to make firm de- 
liveries to Sun in the event Sun fails to provide the stipulated volume for 
transportation. In the event of some future impairment of Transco’s capacity 
for delivery, Sun, under the terms of the contract of May 26, 1955, supra, 
would be entitled to its proportion of total deliveries from Transco’s overall 
line capacity as its contract demand bears to the total of then contract and 
billing demands of all of Transco’s customers entitled to receive natural gas 
from the line system. Insofar as Transco’s other customers are concerned, 
however, it does not appear from the evidence that Transco’s gas reserves 
will be affected, nor that its ability to render adequate service will be im- 
paired, by the additional transportation service to Sun here proposed. 

Pursuant to the terms of the contract, aforesaid, Sun is to pay Transco a 
rate consisting of a demand charge equal to that contained in Transco’s filed 
FPC Rate Schedule CD-3 (or any successor tariff) and a commodity charge 
equal to that therein contained less the average Mcf cost of gas purchased by 
Transco® for resale thereunder including taxes related to such purchases. At 
these rates Transco estimates twelve months incremental operating revenues 
in the amount of $875,095 and corresponding utility income in the amount 
of $367,758, yielding an estimated incremental rate of return in the order of 
11% which in effect provides a margin against cost of service from the system 
as a whole. 


4 Or such other point mutually agreed upon by Transco and Sun. 
5 I.e., in Texas, Louisiana and Mississippi. 
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Transco plans to finance the cost of construction and installation of these 
facilities temporarily by short-term bank loans and thereafter to issue bonds 
to the extent of 60% of such cost with the balance to be financed by use of 
company funds. 

Upon due consideration of the evidence of record in these proceedings it is 
further found that: 

(1) Applicant is a “natural-gas company” within the meaning of the Act 
as heretofore found by the Commission (7 FPC 24 and 7 FPC 139). 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation of natural gas in interstate commerce subject to the jurisdic- 
tion of the Commission, as integral parts of Applicant’s existing pipe-line 
system, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Act. 

(3) The estimated total cost of the facilities appears to be reasonable and 
adequate. 


(4) Applicant’s proposed plan of financing appears to be reasonable and 
adequate. 

(5) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Act and the re- 
quirements, rules and regulations of the Commission thereunder. 

(6) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (c)(1), (c)(3), (c) (4), and (e) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure should 
attach to the certificate hereinafter issued, and to the exercise of the rights 
granted thereunder, and that the time within which construction of facilities 
authorized by this order shall be completed and in actual operation should be 
fixed at November 1, 1955. 

Wherefore it is ordered, subject to review by the Commission on appeal, or 
on its own motion, as provided by its Rules of Practice and Procedure, that: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities here- 
inbefore described, all as more fully described in the application, supplement 
and exhibits appended thereto in this proceeding for the transportation of 
natural gas therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant and the general terms and conditions set forth 
in paragraphs (a), (c)(1), (c) (3), (c) (4), and (e) of Section 157.20 of the 
Commission’s Rules and Regulations shall attach to the issuance of the cer- 
tificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) Construction of the facilities herein authorized shall be completed and 
the operation and service herein authorized shall be actually undertaken and 
regularly performed by Applicant on or before November 1, 1955. 

Ewinc G. SIMPson, 
Presiding Examiner. 
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IN THE MATTER OF 
TIDE WATER ASSOCIATED OIL COMPANY 


Upon Applications for Certificates of 
Public Convenience and Necessity 


Docket Nos. G-8718 through G-3723, G-3726 through G-—3740, G-3742, 
G-8748, and G—4576 


August 29, 1955* 


Syllabus 


Commission issues certificates of public convenience and necessity under sec- 
tion 7 of the Natural Gas Act to Tide Water authorizing the sales by it 
of natural gas in interstate commerce. P. 337. 


Gene M. Woodjin and Clyde Willbern for Tide Water Associated Oil Co. 
E. B. Blackmon for the staff of the Federal Power Commission. 





Ivins, Presiding Examiner: These proceedings arose upon applications filed 
on September 30, 1954 by Tide Water Associated Oil Company (Tide Water) 
in compliance with the Commission’s Order No. 174, as amended, for certificates 
of public convenience and necessity pursuant to Section 7 of the Natural Gas 
Act (Act) authorizing Tide Water to continue to sell natural gas under cer- 
tain contracts which were in force with and under which service was being 
rendered to Texas Illinois Gas Pipeline Company, United Gas Pipe Line 
Company, Iroquois Gas Corporation, Texas Eastern Transmission Company, El 
Paso Natural Gas Company, Transcontinental Gas Pipe Line Corporation, 
Tennessee Gas Transmission Company, and Arkansas Louisiana Gas Company, 
on June 7, 1954.1. Such contracts were heretofore filed with the Commission as 
rate schedules and permitted to become effective under the provisions of Sec- 
tion 4(d) of the Act, and regulations promulgated pursuant thereto. 

These proceedings were consolidated and set for hearing on May 16, 1955 
pursuant to a notice of application and date of hearing issued by the Secretary 
of the Commission on April 19, 1955.2 

Petitions seeking leave to intervene were filed by Transcontinental Gas 

ipe Line Corporation, Public Service Electric and Gas Company, Brooklyn 
Union Gas Company, Long Island Lighting Company, and were granted by the 
Commission in its order issued June 6, 1955. The Public Service Commission 
of the State of New York filed a notice of intervention pursuant to Sec- 
tion 1.8 (a)(1) of the Commission’s Rules of Practice and Procedure. 

On May 16, 1955, prior to the date when the Commission issued its order 
granting the petitions to intervene referred to above, these matters came on 
originally to be heard before the Presiding Examiner and the above named 
petitioners and the State Commission sought permission to make statements 
for the record. Such permission was granted and the hearing was recessed 
to June 27, 1955, when these matters came on for further hearing. 





* No exceptions to the initial decision having been filed or review initiated by the Com- 
mission, the decision became effective on September 29, 1955. 

10n July 16, 1954, the Commission issued Order No. 174 containing rules and regula- 
tions applicable to certain transactions and operations conducted on and after June 7, 
1954 (See page 2, Order No. 174). 

2 Published in the Federal Register on April 26, 1955 (20 FR 2777), and served upon 
the parties. 


338 FEDERAL POWER COMMISSION 


The Applicant introduced evidence to support its applications. No objection 
to the evidence introduced into the record was offered by any party, and no 
evidence was offered by any party to controvert the evidence presented by 
the Applicant. 

All contesting interveners* requested time to file briefs and proposed findings 
and such requests were granted. All contesting interveners, except Public 
Service Electric and Gas Company, thereafter filed written requests for per- 
mission to withdraw from further participation in the proceedings. Intervener 
Public Service Electric and Gas Company filed a statement on July 28, 1955 
referring, among other things, to the Commission’s order issued July 1, 1955 in 
The Matter of Lexia Buchanan, et al., Docket G-3864, 14 F. P. C. 831, and stating 
~ that insofar as it was concerned “no useful purpose would be served by submis- 
sion now of a brief * * *’. 

The Commission on July 19, 1955 issued its order denying the motion made 
at the hearing for omission of the intermediate decision procedure. 

A memorandum brief in support of the applications has been filed by the 
Applicant. Commission Staff Counsel has filed a memorandum brief together 
with proposed findings and order issuing certificates of public convenience and 
necessity. 

It appears that all parties to these proceedings concede that this record is 
not factually distinguishable from the record presented in the Lezia Buchanan 
case, Supra., and similar independent producer certificate cases heretofore 
adjudicated by the Commission. 

The Presiding Examiner finds that these proceedings are not factually dis- 
tinguishable from the Leria Buchanan case, and considers that the principles 
announced by the Commission in Lezia Buchanan are binding upon him in 
disposing of the instant proceedings. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record made in this proceeding, the evidence 
adduced, the briefs filed, and the proposed findings and order submitted by 
the Staff Counsel, the Presiding Examiner finds and concludes, in addition to 
the findings and conclusions hereinbefore stated, that: 

(1) Tide Water Associated Oil Company (Applicant), an independent pro- 
ducer with its principal place of business in Houston, Texas, filed applications 
on September 30, 1954, for certificates of public convenience and necessity, 
pursuant to Section 7 (c) of the Natural Gas Act, authorizing the Applicant 
to sell natural gas as hereinafter described, subject to the jurisdiction of 
the Commission, all as more fully represented in the respective applications. 

(2) Applicant sells natural gas for transportation in interstate commerce 
for resale, as follows: 


Docket No. | Location of field Buyer 


G-3718_.....| Old Ocean Field, Brazoria County, Texas__...| Texas Illinois Gas Pipeline Company. 
G-3719_....- Red Fish Bay Field, Nueces County, Texas__.| United Gas Pipe Line Company. 
G-3720-_..... Sheridan Field, Colorado County, Texas Iroquois Gas Corporation (Buyer). 
Tennessee Gas Transmission Company 
(Transporter). 
G-3721......| Henze, Holzmark, Maley, Minoaks, San Do- | Texas Eastern Transmission Company 
mingo, South Karon, West Cosden, and (Buyer). 
Yoward Fields, Bee and Live Oak Counties, | Wilcox Trend Gathering System, Inc. 
Texas. (Transporter). 


$3 This includes all interveners except Transcontinental. Transcontinental supported 
the applications. 
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Docket No. Location of field 














G-3722......| Spraberry Area, Glasscock, Midland, Regan, | El Paso Natural Gas Company. 
and Upton Counties, Texas. 
3-3723.:....| East Bay City Field, Matagorda County, | Texas Illinois Natural Gas Pipeline Com- 
Texas. pany. 
G-3726......| Brandt, North Charco, and South Weesatche | United Gas Pipe Line Company. 
Fields, Goliad County, Texas. 
G-3727.....- La Gloria Field, Brooks and Jim Wells Coun- | Transcontinental Gas Pipe Line Corpora- 
ties, Texas. tion. 
G-3728...... East Bernard Field, Wharton County, Texas_| Tennessee Gas Transmission Company. 
G-3729...... Ray-Wilcox Field, Bee County, Texas_.__......| Transcontinental Gas Pipe Line Corpora- 
tion. 
G-3730... --| Sublime Field, Colorado County, Texas......| Tennessee Gas Transmission Company. 
G-3731_......| North Lansing Field, Harrison County, Texas.| Arkansas Louisiana Gas Company. 
G-3732_...-. La Gloria Field, Brooks and Jim Wells Coun- | Texas Illinois Natural Gas Pipeline Com- 
ties, Texas. pany. 
G-3733....... West Bernard Field, Wharton County, Texas.| Transcontinental Gas Pipe Line Corpora- 
tion. 
G-3734......| Ike Field, Live Oak County, Texas........... | Transcontinental Gas Pipe Line Corpora- 
tion. 
G-3735......| Levelland Field, Hockley County, Texas — E] Paso Natural Gas Company. 
G-3736_...-- | Mustang Island Field, Nueces County, Texas-_| Tennessee Gas Transmission Company. 
G-3737_.....| West Bernard Field, Wharton County, Texas.| Texas Illinois Natural Gas Pipeline Com- 
| | pany. 
G-3738_.....| West Bishop Field, Nueces County, ‘Texas....| Tennessee Gas Transmission Company. 
G-3739...... Shield Field, Nueces County, Texas..........| Transcontinental Gas Pipe Line Corpora- 
tion. 
G-3740......| East Bay City Field, Matagorda County, | Tennessee Gas Transmission Company. 
Texas. 
G-3742_.....| West Tuleta Field, Bee County, Texas____.__- Transcontinental Gas Pipe Line Corpora- 
| | tion. 
G-3743...... Placedo Field, Victoria County, Texas_.._...- | Tennessee Gas Transmission Company. 
G-4576_....- Burnell and North Pettus Fields, Bee, Goliad | United Gas Pipe Line Company. 
and Karnes Counties, Texas. 


| 
' 


(3) Applicant, an independent producer of natural gas, is engaged in the 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption, subject to the jurisdiction of the Commission, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act. 

(4) The sales of natural gas hereinbefore described, as more fully described 
in the applications, are made in interstate commerce, subject to the jurisdiction 
of the Commission, and such sales by Applicant, together with the operation of 
any facilities subject to the jurisdiction of the Commission necessary therefor, 
are subject to the requirements of subsections (c) and (e) of Section 7 of 
the Natural Gas Act. 

(5) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(6) The sales of natural gas by Applicant, together with the operation of 
any facilities subject to the jurisdiction of the Commission necessary therefor, 
are required by the public convenience and necessity, and certificates therefor 
should be issued. 

(7) The applications of Interveners Brooklyn Union Gas Company, Long 
Island Lighting Company, and of the Public Service Commission of the State 
of New York, for permission to withdraw from further participation in these 
proceedings, not having been acted upon by the Commission should be herein 
granted in accordance with Section 1.12(d) of the Commission's Rules of Prac- 
tice and Procedure. 
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ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
upon its own motion as provided in the Commission’s Rules of Practice and 
Procedure, that: 

(A) Certificates of public convenience and necessity be and are hereby issued, 
upon the terms and conditions of this order, authorizing the sales by Applicant 
of natural gas in interstate commerce for resale, together with the continued 
operation of any facilities, subject to the jurisdiction of the Commission, used 
for the sale of natural gas in interstate commerce, as hereinbefore described 
and as more fully described in the applications and exhibits in this proceeding. 

(B) The certificates shall be accepted in writing and under oath by Applicant 
within 30 days from the issuance of this order. 

(C) The certificates are not transferable and shall be effective only so long 
as Applicant continues the acts or operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, and the applicable rules, regula- 
tions and orders of the Commission. 

(D) The grant of the certificates herein shall not be construed as a waiver 
of the requirements of Section 4 of the Natural Gas Act, or of Section 154 of 
the Commission’s Rules and Regulations thereunder requiring the filing of rate 
schedules for the service herein authorized; and is without prejudice to any 
findings or orders which have been or may hereafter be made by the Commis- 
sion in any proceeding now pending or hereafter instituted by or against the 
Applicant. Further, our action in this proceeding shall not foreclose nor 
prejudice any future proceedings or objection relating to the operation of any 
price or related provision in the gas purchase contracts herein involved. 

(E) Interveners Brooklyn Union Gas Company, Long Island Lighting Com- 
pany, and the Public Service Commission of the State of New York, be, and 
they are hereby permitted to withdraw from further participation in these 
proceedings. 

RicHarp N. Ivins, 
Presiding Examiner. 


IN THE MATTERS OF 


J. M. HUBER CORPORATION, G-3038 AND G-4957; NORTHERN NATURAL 
GAS COMPANY v. J. M. HUBER CORPORATION, G-4326 


Upon Application for Certificate of Public Convenience and Necessity, and 
Application for Permission to Abandon Service 


June 15, 1955* 
Syllabus 


1. The prerequisite in section 7 (e) of the Natural Gas Act, that applicant 
be found willing to perform the service proposed, does not apply where 
applicant seeks a certificate authorizing the continued sale of natural gas 
in which the applicant has been engaged for a period of years. P. 346. 

2. Commission finds that applicant has facilities used for its sale of natural 
gas which are not production or gathering facilities and concludes that 


* Initial decision became the final decision and order of the Commission by order of the 
Commission issued October 6, 1955, infra, p. 353. 

Rehearing denied by order issued November 29, 1955. 

Ep1Tor’s Notre: Affirmed 236 F. 2d 550 (CA3, 1956), cert. denied 352 U. S. 971. 
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applicant renders a service to Northern by means of facilities subject to 
the jurisdiction of the Commission. P. 346. 

8. The coverage of section 7 (b) of the Natural Gas Act cannot be affected by 
the coverage of section 7 (c) or 7 (e). P. 349. 

4. Commission issues a certificate of public convenience and necessity under 
section 7 of the Natural Gas Act authorizing the sale by Huber of natural 
gas in interstate commerce for resale, together with the facilities used for 
this sale and denies Huber’s application to abandon its facilities. P. 352. 

Commissioner Dicsy concurs. 
Commissioner Stvueck not participating. 


Henry H. Fowler of Fowler, Leva, Hawes & Symington, and Howard K. 
Phillips for J. M. Huber Corp. 

Lawrence I. Shaw, F. Vinson Roach, John T. Grant, and Justin R. Wolf for 
Northern Natural Gas Co. 

William J. Grove and Harry L. Albrecht for the staff of the Federal Power 
Commission. 


PurpvuE, Presiding Examiner: On September 24, 1954, J. M. Huber Corpora- 
tion (Huber), filed an application in Docket No. G—3038 for a certificate of 
public convenience and necessity authorizing the sale by it to Northern Natural 
Gas Company (Northern) of natural gas which Huber produces from acreage 
located in Carson County, Texas, in the West Panhandle Field. The applica- 
tion recited that the same was filed under Section 157.23 et seq. of Commission 
Order No. 174-A;* that the application was filed under protest; and that the 
sale was not subject to the jurisdiction of the Commission. On the same date, 
Huber submitted for filing, as a rate schedule,? a contract between it and 
Northern, dated April 21, 1936, and amendments thereto, covering the afore- 
mentioned sale. On the same date, September 24, 1954, Huber also filed a 
“Notice of Cancellation” of such rate schedule, to become effective on March 1, 
1955. The notice requests that the Commission grant permission for abandon- 


1 Commission Order No. 174-A, adopted July 30, 1954, issued inter alia, the following 
“Regulations under the Natural Gas Act” governing the filing of rate schedules and ap- 
plications for certificates of public convenience and necessity by natural-gas companies 
which are also producers and gatherers of natural gas: 

§ 154.91. “Independent producer” defined. An “independent producer” as that term 
is used in §§ 154.91 to 154.102 means any person as defined in the Natural Gas Act 
who is engaged in the production or gathering of natural gas and who transports 
natural gas in interstate commerce or sells natural gas in interstate commerce for 
resale, but who is not primarily engaged in the operation of an interstate pipeline. 

§ 154.92. Filing of rate schedules by producer-gutherer “natural-gas companies.” 
(a) Every independent producer who, on or since June 7, 1954, has engaged in the 
interstate transportation or sale of natural gas subject to the jurisdiction of the 
Commission shall on or before October 1, 1954, file with the Commission rate sched- 
ules * * * setting forth the terms and conditions of service and all rates and charges 


for such transportation or sale effective on June 7, 1954. * * * 
- 7. . >. 


§ 157.23. Applications for certificates of public convenience and necessity by inde- 
pendent producer. (a) Every independent producer of natural gas who, on or since 
June 7, 1954, has engaged in the interstate transportation or sale of natural gas 
subject to the jurisdiction of the Commission, and who has not heretofore obtained 
from the Commission a certificate of public convenience and necessity pursuant to 
section 7 of the Natural Gas Act, as amended, shall, on or before October 1, 1954, file 
with the Commission an application * * * in accordance with §§ 157.24 through 157.27. 
* © * Pending action by the Commission on an application hereunder, the service for 
which authorization is sought shall be continued. 

These Regulations were revised in certain minor respects, immaterial here, by Commis- 
sion Order No. 174-B, adopted December 16, 1954. 
2 See note 1, supra. 
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ment of the sale to Northern. ‘This notice was docketed, in Docket No. G-4957, 
as an application pursuant to Section 7(b) of the Natural Gas Act for per- 
mission and approval of the Commission for an abandonment of service. There- 
after Huber filed a pleading in Docket No. G-4957 in which it alleged want of 
jurisdiction of the Commission over the abandonment of service. 

Northern intervened in Docket No. G-8088. In its petition for leave to inter- 
vene, Northern alleged that Huber proposed to cancel the contract effective 
March 1, 1955, and that the continuation of the sale was in the public interest. 
On October 29, 1954, in Docket No. G-4326, Northern filed a complaint against 
Huber wherein Northern objected to the proposed cancellation of the rate 
schedule and proposed discontinuance of the sale; and prayed that the Com- 
mission institute an injunction proceeding against Huber, and for proper relief 
in the premises. Thereafter Huber filed an answer to the complaint, wherein 
it alleged that complainant was entitled to no relief. 

The Commission set the three matters for hearing, consolidating Docket Nos. 
G-4326 and G-4957 for the purpose of hearing and providing that the hearing 
in Docket No. G-3038 be held simultaneously with that in the other two pro- 
ceedings, on a consolidated record. 

The three preceedings came on for hearing before the Examiner on January 
26, 27 and 28, 1955. Evidence both oral and documentary was introduced by 
Huber and Northern. The Staff of the Commission participated in the hearing. 
The parties and the Staff filed briefs after the conclusion of the hearing; and 
the proceedings were submitted for consideration and decision. 

The ultimate questions presented by the proceedings are (1) whether a cer- 
tificate of public convenience and necessity should issue to Huber authorizing 
the sale of the natural gas to Northern, and (2) whether Huber is entitled to 
abandon such sale. 

The Staff, as well as Northern, takes the position that the certificate should 
issue, and that the abandonment should not be permitted. 


STATEMENT OF FACTS 


The following facts relative to the operations of Huber and Northern are 
shown by the evidence: 

Huber is engaged in the sale of natural gas to Northern under the contract 
between the parties dated April 21, 1986 and the amendments thereto. The 
contract is for the sale and purchase of all of the natural gas produced by 
Huber from certain acreage in Carson County, Texas, in the West Panhandle 
Field, on which Huber has leaseholds. The term of the contract is during the 
life of the leaseholds, and as long as gas is produced from such acreage in 
paying quantities. The production is dry gas, from 12 wells. The wells were 
drilled between March 1936 and April 1940. Since the latter date, Huber has 
sold and delivered the production from all 12 of the wells to Northern. In 1954, 
a representative year, the production was approximately 2,784,000 Mcf. A rea- 
sonable estimate, as of December 31, 1954, of the remaining gas reserve in the 
acreage is 28,664,000 Mcf at an assumed abandonment pressure of 50 pounds 
per square inch. The indicated remaining life of the reserves at the current 
rate of delivery is approximately 10 years. 

Eleven of the 12 wells are connected by a gathering system which Huber 
owns and operates. In 1954 the connected wells produced an average of 7,509 
Mcf per day. The gathering system comprises approximately 8 miles of pipe- 
line, from 4 to 10 inches in diameter. The distance between the respective 
11 wells varies from approximately one-half mile to one and one-half miles. 
The gathering system is generally in the form of an arc extending in an east- 
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erly and southerly direction, with lateral lines running from the arc to indi- 
vidual wells. Through this gathering system, the gas flows to a central point 
on the easterly side thereof. The easterly side of the gathering system consists 
of a 10-inch pipeline which extends in a general northerly-southerly direction. 
At such central point, Huber owns and operates a system of block valves. The 
block valves are three in number, located in a gate-valve box. The pipelines 
in and extending from the gate-valve box are shaped like the letter T. The 
crossbar of the T runs northerly and southerly, and the stem runs in an 
easterly direction. The first of the valves is attached to the northerly arm of 
the T; the second, to the southerly arm; and the third, to the stem. The stem 
of the T consists of a pipeline some two or three feet in length, owned and 
operated by Huber, which connects with an 8-inch pipeline of Northern. North- 
ern has a meter run in its 8-inch pipeline, a few feet east of the point of con- 
nection with Huber’s facilities. All of the gas gathered by Huber in that 
portion of its system lying north and west of the T flows in a southerly direc- 
tion through the first of the three valves. All of the gas gathered by Huber 
in that portion of its system lying south of the T flows in a northerly direction 
through the second valve. All of Huber’s gas from both the north and the 
south flows through the third valve; and thence is delivered into Northern's 
facilities. 

Northern’s 8-inch pipeline, commencing at the point of connection with 
Huber’s facilities, extends thence in an easterly direction for a distance of 
between 5% and 6 miles to its terminus at a main-line compressor station of 
Northern, designated Skellytown Compressor Station. A few hundred feet east 
of the meter run, Northern has a field compressor station on the 8-inch pipeline 
known as Burnett Compressor Station. 

Between the meter run and Burnett Compressor Station, a gathering system, 
owned and operated by Northern, ties into Northern’s 8-inch pipeline. This 
gathering system consists of some 5 miles of 4inch and 6-inch pipeline con- 
necting four wells of a subsidiary of Northern, Northern Natural Gas Pro- 
ducing Co., and one well of Cities Service Gas Producing Co. These wells are 
within a radius of approximately one and one-half miles of the point of con- 
nection of such gathering system with the 8-inch pipeline. Northern purchases 
and gathers the gas produced at these 5 wells. Their total production is 
approximately 2,345 Mcf per day. 

Other than the aforementioned two connections with Northern’s 8-inch pipe- 
line—namely, that of Huber’s gathering system and that of Northern’s gather- 
ing system—there is no pipeline connection either into or out of the 8-inch 
pipeline throughout its length. All of the natural gas from both gathering 
systems enters Northern’s main transmission system at its Skellytown Com- 
pressor Station. 

A main, 24-inch pipeline of Northern extends generally northward from 
Skellytown Compressor Station. Northern’s pipeline system thence continues, 
northward and northeasterly, from Texas through Oklahoma, Kansas, Nebraska, 
Iowa and South Dakota, and into Minnesota. 

The pressures at which the natural gas is produced by Huber range at the 
well-mouths from 120 to 160 pounds per square inch. The natural gas flows 
through the facilities of Huber into the facilities of Northern under the 
pressure which is generated out of the wells. The gas is metered at Northern's 
meter run and continues its flow in Northern’s 8inch pipeline. This gas 
becomes commingled with the gas from Northern’s gathering system which enters 
Northern’s 8-inch pipeline between the meter run and Burnett Compressor 
Station. The commingled stream of gas from the two gathering systems enters 
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Burnett Compressor Station at 90 to 95 pounds pressure per square inch; and 
is there compressed and discharged at 250 to 260 pounds pressure. The gas 
then continues its flow through the 8-inch pipeline to the inlet side of Skelly- 
town Compressor Station, where it is commingled with gas purchased by 
Northern from other independent producers in the West Panhandle Field. The 
gas enters Skellytown Compressor Station at pressures of from 225 to 235 
pounds per square inch; and is there compressed to a pressure of from 495 to 
500 pounds per square inch, and is dehydrated. The gas then passes into 
Northern’s 24-inch pipeline, and moves through the pipeline system of Northern 
and connecting pipeline systems to points of ultimate consumption in Texas, 
Oklahoma, Kansas, Nebraska, Iowa, South Dakota and Minnesota. Northern 
sells natural gas transported in its pipeline system, directly and for resale, in 
over 800 communities in the five last mentioned States. 

Except for such times as Huber’s wells may be closed in by reason of regu- 
latory requirements of the Railroad Commission of Texas, there is a con- 
tinuous and uninterrupted flow of the natural gas from Huber’s wells, through 
Huber’s pipelines and other facilities, through Northern’s meter run, compressor 
stations, pipelines and other facilities, and the facilities of the connecting com- 
panies, on to ultimate markets in the aforementioned States. 

Huber’s sales of natural gas to Northern are made as an established course 
of business. Huber knows that the natural gas delivered by it to Northern 
from its 11 connected wells (except that consumed in Texas, line losses and 
that consumed as fuel by Northern in its compressor stations) is destined to 
be, and is, transported by Northern and connecting companies to points of 
ultimate consumption in Oklahoma, Kansas, Nebraska, Iowa, South Dakota 
and Minnesota. 

In 1954, Northern purchased approximately 2,741,000 Mcf of gas produced 
from Huber’s 11 connected wells, of which at least 2,000,000 Mcf was trans- 
ported and sold by Northern north of the Texas—Oklahoma state line. 

The one remaining well, the production of which Huber sells to Northern, 
is located in Section 92, Block 4, L&G.N. R.R. Survey, in the vicinity of Skelly- 
town Compressor Station. The gas produced from such well is transported 
through a separate pipeline of Huber to such station, wholly within the State 
of Texas, and is there consumed as fuel. In 1954, the total volume-of gas 
from this well was approximately 43,000 Mcf. 


DIscuUSsSION 


Certificate of Public Convenience and Necessity 


In its briefs, Huber does not contend that its sale of natural gas to Northern 
from the 11 connected wells is not subject to the jurisdiction of the Commission. 
Apparently Huber has forsaken the position taken in its application for a 
certificate of public convenience and necessity, in which it disputed such juris- 
diction. But inasmuch as jurisdictional findings and conclusions are necessary 
in making a determination as to whether a certificate shall issue, the question 
whether such sale and the seller are subject to Commission jurisdiction will be 
briefly considered. 

The pertinent provisions of the Natural Gas Act are as follows: 


Sec. 1(b). The provisions of this act shall apply to the transportation 
of natural gas in interstate commerce, to the sale in interstate commerce 
of natural gas for resale for ultimate public consumption for domestic, 
commercial, industrial, or any other use, and to natural-gas companies 
engaged in such transportation or sale, but shall not apply to any other 
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transportation or sale of natural gas * * * or to the production or gather- 
ing of natural gas. 





Sec. 2(6). “Natural-gas company” means a person engaged in the trans- 
portation of natural gas in interstate commerce, or the sale in interstate 
commerce of such gas for resale. 






In the light of the facts above found, under settled law Huber is a “natural- 
gas company” within the meaning of the Act; and its sale of natural gas 
from the 11 connected wells is a sale in interstate commerce of natural gas 
for resale within the meaning of the Act, and is subject to the jurisdiction of 
the Commission. Phillips Petroleum Co. v. Wisconsin, 347 U.S. 672, and cases 
cited at page 677. 

It is equally clear, from the Act and the Regulations thereunder, that a 
certificate should issue authorizing Huber to sell the natural gas produced 
from the 11 wells. Section 7(c) of the Act declares as follows: 


No natural-gas company or person which will be a natural-gas company 
upon completion of any proposed construction or extension shall engage in 
the transportation or sale of natural gas, subject to the jurisdiction of the 
Commission, or undertake the construction or extension of any facilities 
therefor, or acquire or operate any such facilities or extensions thereof, 
unless there is in force with respect to such natural-gas company a certifi- 
cate of public convenience and necessity issued by the Commission author- 
izing such acts or operations: Provided, however, That if any such natural- 
gas company or predecessor in interest was bona fide engaged in transpor- 
tation or sale of natural gas subject to the jurisdiction of the Commission, 
on the effective date of this amendatory Act [February 7, 1942], over the 
route or routes or within the area for which application is made and has 
so operated since that time, the Commission shall issue such certificate 
without requiring further proof that public convenience and necessity will 
be served by such operation, and without further proceedings, if applica- 
tion for such certificates is made to the Commission within ninety days 
after the effective date of this amendatory Act. Pending the determination 
of any such application, the continuance of such operation shall be lawful. 


In Section 154.91 of the Regulations, a company engaged in such operations 
as Huber, and who sells natural gas in interstate commerce for resale, is 
defined as an “independent producer.” Section 157.23(a) of the Regulations* 
provides the mechanics by which an independent producer may make the filing 
required by the Act. No elaboration upon the plain language of the Act and 
the Regulations need or should be made in order to conclude, as the Examiner 
does, that the certificate should issue to Huber. 

It should be observed that on January 14, 1955, Huber filed a document 
designated, “Withdrawal of Application for Certificate of Public Convenience 
and Necessity to the Extent Permitted by Law.” This document is without 
effect. In view of the public interest in the efficacious administration of the 
Natural Gas Act, the intervention by Northern in the certificate proceeding, 
and the requirements of Section 7 of the Act, the attempted withdrawal of the 
application was and is unavailing. Cf. Jones v. Securities € Exchange Comm’n., 
298 U.S. 1, 22-23; Sunshine Anthracite Coal Co. v. National Bituminous Coal 
Comm’n., 105 F. 2d 559, 565-66, certiorari denied, 308 U.S. 604. 

Huber contends that the Commission is without power to issue a certificate 
of public convenience and necessity covering the deliveries to Northern inas- 


3 See note 1, supra. 
4 See note 1, supra. 
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much as Huber is unwilling to continue to render such service. Huber relies 
upon Section 7(e) of the Act, which provides in part: 


Except in the cases governed by the provisos contained in subsection (c) 
of this section, a certificate shall be issued to any qualified applicant 
therefor, authorizing the whole or any part of the operation, sale, service, 
construction, extension, or acquisition covered by the application, if it is 
found that the applicant is able and willing properly to do the acts and 
to perform the service proposed * * * . 


Huber’s contention is without merit. Section 7(e), with the prerequisite 
there set out that the applicant be found willing to perform the service pro- 
posed, has application to new service as distinguished from a service in effect 
on February 7, 1942. From the very language of Section 7(e), such pre- 
requisite does not apply to a case such as the instant one, where an applicant 
seeks a certificate authorizing the continued sale of natural gas in which the 
applicant was engaged on February 7, 1942. 

Evidence in support of an application for a certificate relating to new opera- 
tions must include a showing of ability and willingness. When, however, as 
here, the operations in question are operations which have persisted over a 
period of years, when the application for a certificate authorizing the service 
is finally filed to avoid continued violation of the Act, and further when there 
is filed concurrently an application for abandonment of the same service, 
unwillingness, which is a self-serving position, cannot be given controlling or 
any effect. 

The sale of natural gas produced from the 12th Huber well, that located in 
Section 92, Block 4, L&G.N. R.R. Survey, not being made in interstate com- 
merce, is obviously not subject to the Commission’s jurisdiction; and no certifi- 
cate of convenience therefor should or can be required. 


Abandonment of Service 
Section 7(b) of the Act is as follows: 


No natural-gas company shall abandon all or any portion of its facilities 
subject to the jurisdiction of the Commission, or any service rendered by 
means of such facilities, without the permission and approval of the Com- 
mission first had and obtained, after due hearing, and a finding by the 
Commission that the available supply of natural gas is depleted to the 
extent that the continuance of service is unwarranted, or that the present 
or future public convenience or necessity permit such abandonment. 


Huber’s “primary contention” is that Section 7(b), read in conjunction with 
Section 1(b), hereinbefore quoted, does not confer upon the Commission 
authority to prevent the abandonment of the sale in question, for the reason 
that the sale is not made by means of any “facilities subject to the jurisdiction 
of the Commission.” Huber asserts that it has no facilities for making deliv- 
eries of gas to Northern which are not also production or gathering facilities, 
and argues that since Section 1(b) excludes facilities used for the production 
and gathering of natural gas from the Commission’s jurisdiction, Huber has 
no facilities used in making the sale to Northern which are subject to such 
jurisdiction. It follows from the language of Section 7(b), so the argument 
runs, that Commission approval is not required for the abandonment of the 
service in question. Huber’s premise is erroneous, and its contention falls. 
For, as hereinafter shown, the evidence discloses that Huber has facilities for 
the sale of the gas to Northern which have no production or gathering function. 
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It is physically impossible to make a sale and delivery of natural gas without 
having facilities therefor. In other words, there is no physical means by which 
a vendor of natural gas can transfer the gas or give possession of it to the 
vendee without providing facilities at and adjacent to the point of transfer. 
The truth of these propositions is readily apparent when the nature and proper- 
ties of natural gas are considered. Natural gas partakes of the character of 
the elements air and water, and is more volatile than air. Wood County 
Petroleum Co. v. West Virginia Transp. Co., 28 W. Va. 210, 215, 57 Am. Rep. 659, 
662. It can only be controlled if it is confined in a pipeline or some other 
facility. Natural gas is caused to flow in a pipeline by difference in pressure 
between any two points along the pipeline. Lichty, Natural Gas, p. 371. The 
pipeline must be of such resistance as to withstand the pressure at which the 
gas moves. /d., p. 491. Also, natural gas can be held at a particular point 
and the flow controlled by means of a valve. Webster’s New International 
Dictionary defines “valve” as 


Any of numerous devices by which the flow of liquid, air or other gas, 
loose material in bulk, etc., may be started, stopped, or regulated by a 
movable part which opens, shuts, or partially obstructs one or more ports 
or passageways. 


King, Oil Refinery Terms in Oklahoma (Publication No. 9 of the American 
Dialect Society) defines “gate valve,” “also called a ‘block valve,” as follows: 


A valve that has a channel of the same diameter as the pipe line of 
which it is a part. Closed, this valve stops the entire flow. 


In the case of Huber, the sale facilities which it provides are (1) the stub- 
pipe connection between its 10-inch northerly-southerly gathering line and 
Northern’s 8-inch pipeline, at the point adjacent to Northern’s meter run; and 
(2) the system of block valves. The function of the stub-pipe connection is 
that of moving the gas into Northern’s facilities, and thereby effecting its sale 
and delivery. The three block valves also serve an important function in the 
making of the sale. By means of the valves, Huber has absolute control of 
the volume of gas which moves to Northern. The gas is either permitted to 
flow freely ; or the flow is stopped or cut down, at Huber’s will. The valve on 
the northerly arm of the T controls the volume of gas permitted to go to 
Northern from the northerly and westerly portion of Huber’s gathering system ; 
and the valve on the southerly arm controls the volume permitted to go to 
Northern from the southerly portion. The valve in the stem of the T further 
controls the entire movement of the gas to Northern. 

In its reply brief, Huber in effect concedes the utility and function of the 
foregoing facilities in the making of the sale to Northern, in the following 
language : 


Obviously, wherever there is a sale there are going to be valves, and 
short segments of pipe, such as the Commission Staff here claims as a basis 
for jurisdiction, which are used in or useful to the sales. There can be no 
sale unless the seller’s and buyer’s facilities connect. 


Huber urges, however, that the sale to Northern is made during the course 
of gathering; and that the stub-pipe connection and the system of valves are 
gathering facilities as well as facilities for making the sale. Huber says that 
the gathering process has not been completed at the point where Huber delivers 
the gas to Northern; that at such point Northern itself is operating as a 
gatherer; and that Northern continues to gather gas at points beyond the 
place of delivery by Huber. Specifically, Huber asserts that gathering is being 
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conducted by Northern’s 8-inch pipeline at the point between Northern’s meter 
run and Burnett Compressor Station where the gas from the five wells of 
Northern's subsidiary and the Cities Service Company enters Northern’s 8-inch 
pipeline. 

Even assuming, arguendo, that the gathering process continues as far as the 
latter point, the three block valves would still be only sale facilities. Certainly, 
the valve in the stem of the T, adjacent to Northern’s meter run, could only 
have use in connection with the sale and delivery to Northern. 

However, the gathering process does not in fact continue to the aforemen- 
tioned point between the meter run and Burnett Compressor Station. The 
Examiner finds that gathering ends before the Huber gas enters Northern’s 
8-inch pipeline. Such gas, produced from a group of wells, has been assembled 
at a common point through the connecting pipelines of Huber’s gathering sys- 
tem. Northern’s 8-inch pipeline is a transmission pipeline in its entirety. It 
carries throughout its length of nearly six miles the large volume of gas 
received from Huber, assembled into a commingled stream and directed as 
such on its way to ultimate markets. The fact that a second gathering system 
is connected with such pipeline cannot change the character of that pipeline 
which distinguishes it as being a transmission pipeline. The second gathering 
system is separate and apart from Huber’s gathering system, and is properly 
to be considered an independent system, standing by itself. The sole function 
of the 8inch pipeline is to carry gas from each of the two gathering systems. 

The precise point where the gathering of the Huber gas ends need not be 
determined. Certainly, such gathering is ended at the commencement of the 
system of block valves, for nothing then remains to be done by Huber but to 
turn the gas over to Northern. Whether or not gathering of the Huber gas 
ends before such point is reached is immaterial. 

The Examiner accordingly finds that Huber has facilities used for its sale 
of natural gas to Northern which are not production or gathering facilities, 
and concludes that Huber renders a service to Northern by means of “facilities 
subject to the jurisdiction of the Commission.” Under Section 7(b), Huber 
cannot abandon such service without obtaining the consent of the Commission. 

Huber cites Federal Power Comm’n vy. Panhandle Eastern Pipe Line Co., 
8337 U.S. 498. That case is not applicable here. It concerned the right of a 
natural-gas company to dispose of gas reserves—facilities used for production— 
without the consent of the Commission. 

Huber, relying on Section 7(e), argues that a certificate covering the sale 
in question would be illegal since Huber is “unwilling” to continue to serve 
Northern; ergo that the Commission may not lawfully require Huber to con- 
tinue the sale. In similar vein, Huber argues that the Commission should not 
construe Section 7(b) as requiring the Commission’s consent to the abandon- 
ment of the sale, in the absence of there being an outstanding certificate issued 
under Section 7(c) authorizing such sale and the operation of the facilities. 
These arguments are without force or merit. We have already shown that 
Huber’s “unwillingness” cannot operate to vitiate the requirement that Huber 
obtain a certificate of convenience and necessity. Nor is a natural-gas company, 
by adopting a self-serving plea of “unwillingness,” to be permitted to vitiate the 
prohibitions of Section 7(b). To acknowledge such a principle would be to 
accord to the recalcitrant person who has failed or refused to comply with 
the provisions of the Natural Gas Act an advantage over those who have fully 
complied during the years. The law does not recognize any such advantage 
growing out of noncompliance. Furthermore, under the Act as originally 
adopted, in 1988, the coverage of Section 7(b) bore no relationship to the 
coverage of Section 7(c), and there was not even any Section 7(e). Section 
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7(c) then only required a certificate where the transportation was to, or the 
sale was in, a market in which natural gas was already being served by 
another natural-gas company.5 Thereafter, in 1942, Section 7(c) was materially 
amended, so as to require that a certificate be obtained in all cases for the 
transportation or sale of natural gas, subject to the jurisdiction of the Com- 
mission, and for the construction or operation of facilities therefor; and Sec- 
tion 7(e) was added. But no change was made in Section 7(b). Section 7(b) 
today reads exactly as it did in 1938. So at present, as originally, the coverage 
of Section 7(b) cannot be affected by the coverage of Section 7(c); nor can 
it be affected by the coverage of Section 7(e). 

Huber asserts that it should not be required to sell gas to Northern since 
no certificate has been issued to Northern for the operation of the latter com- 
pany’s 8-inch pipeline into which Huber delivers the gas. Huber complains 
that the Commission would thereby be contributing to the continuation of an 
unlawful act by Northern in operating the pipeline without a certificate. 
Whether or not the operation of such pipeline of Northern has been certificated 
by the Commission depends upon the construction accorded to a Commission 
order issuing a certificate of convenience and necessity to Nerthern under the 
“grandfather” clause of Section 7(c). 3 F.P.C. 967. That question need not 
be decided in these proceedings. Assuming that the operation of Northern’s 
8-inch pipeline has not been authorized, any unlawful operation by Northern 
eannot justify unlawful operation or acts by Huber. Northern’s want of a 
permit can be no legitimate ground for the Commission permitting Huber to 
abandon its sale to Northern. 

Next, Huber argues that it has a contract right, which it has exercised, to 
terminate its contract with Northern as of March 10, 1955, and therefore is 
entitled to abandon the service. It is apparent that Huber misconstrues the 
contract. The contract provides (1) that the seller may add to the purchase 
price of the gas any production tax imposed by the State of Texas; and (2) 
that if a governmental regulatory body establish a purchase price less than 
the price provided for in the contract, the seller shall have the right to cancel 
the contract upon 180 days’ notice. On September 1, 1954, the Texas produc- 
tion tax was increased. Huber, claiming that Commission Order No. 174-A 
prevented it from receiving from Northern, and Northern from paying to it, 
the amount of the increase, served a notice of cancellation on Northern to 
become effective March 1, 1955. No justification exists for Huber undertaking 
to cancel the contract. The regulations prescribed by Order No. 174-A do not 
prevent Northern from paying to Huber, or Huber from receiving, the increased 
purchase price resulting from the tax increase. Section 154.94 of the Regula- 
tions, thereby prescribed, provided that no change should be made in any rate 
in effect on June 7, 1954 for a sale of natural gas subject to the Commission's 
jurisdiction by an independent producer without first filing a change in rates 
pursuant to Section 4(d) of the Act; and specified that a change which was to 
become operative prior to September 15, 1954, might be filed on less than 30 
days’ notice. Section 4(d) of the Act provides that unless the Commission 






5 Section 7(c) as originally adopted is, so far as pertinent, as follows: 
No natural-gas company shall undertake the construction or extension of any facili- 
ties for the transportation of natural gas to a market in which natural gas is already 
being served by another natural-gas company, or acquire or operate any such facilities 
or extensions thereof, or engage in transportation by means of any new or additional 
facilities, or sell natural gas in any such market, unless and until there shall first 
have been obtained from the Commission a certificate that the present or future pub- 
lie convenience and necessity require or will require such new construction or opera- 
tion of any such facilities or extensions thereof: * * *. 
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otherwise orders, no change shall be made by a natural-gas company in a rate 
except after 30 days’ notice. Section 4(e) provides that upon the filing of a 
new rate schedule the Commission may suspend the operation thereof for a 
specified limited period of time pending a hearing and decision upon the ques- 
tion of the lawfulness of the rate; and that on expiration of the suspension 
period, the change of rate, on motion, shall go into effect. Section 5(a) pro- 
vides that the Commission, after a hearing, may determine and fix a reason- 
able rate. Huber has not filed a change in rate to reflect the increase occa- 
sioned by the augmented production tax. Northern has not paid the amount 
of the increase to Huber, but stands ready to do so upon the change in rate 
being filed with the Commission and becoming effective. Plainly, the Commis- 
sion has not established a purchase price less than the contract price (includ- 
ing the amount of the increased production tax), and the provisions of the 
contract above referred to do not enable Huber to cancel the contract. Huber’s 
failure to comply with the Commission’s Regulations and the Act is responsi- 
ble for its not having been paid the amount of the increase. 

Even though Huber, under the provisions of the contract, could have termi- 
nated it, Huber would not have been relieved from the necessity of meeting the 
statutory requirements of Section 7(b) as a prerequisite to an abandonment 
of service. Congress may properly enact legislation which has the effect of 
abrogating existing contract rights. Philadelphia, etc. Railroad Co. v. Schubert, 
224 U.S. 603, 613-14; Federal Radio Comm’n. v. Nelson Brothers Bond & Mort- 
gage Co., 289 U.S. 266, 282-83; Colorado Interstate Gas Co. v. Federal Power 
Comm’n (C.A. 10), 142 F. 2d 943, 953, affirmed 324 U.S. 581. 

Next, Huber claims that the public convenience and necessity permit the 
abandonment. Huber is engaged in the manufacture of carbon black as well 
as in the production and sale of natural gas. Huber says that it needs the 
supply of gas which it sells to Northern for carbon black production. The 
evidence shows that such use of the gas would be profitable to Huber. But 
these are private considerations, as distinguished from considerations of the 
public convience and necessity; and are immaterial to the issues presented 
here. Cf. Michigan Consolidated Gas Co. v. Sohio Petroleum Co., 321 Mich. 
102, 82 N. W. 2d 353, 357; Illinois Cent. R. Co. v. Illinois Commerce Comm’n., 
897 Ill. 323, 74 N. E. 2d 545, 547. 

Huber points out that carbon black is used in the manufacture of materials 
for the armed forces and is essential to the national defense. It urges that its 
own industrial use of natural gas for carbon black manufacture is superior to 
the uses to which gas is put which is sold by Northern for industrial pur- 
poses. The record discloses that some 54% of Northern’s sales are to indus- 
trial customers, mainly for the processing of agricultural products; and that 
most of these customers are served on an interruptible basis. Granting that 
use of natural gas in making carbon black is a superior use to those to which 
it is put by the industries supplied by Northern, there is no justification for 
finding that the public convenience and necessity permit the abandonment of 
Huber’s sale to Northern. The Huber gas is an integral part of Northern’s 
total gas requirements for interstate sales, and no warrant exists for finding 
that such gas is used in industrial plants to a greater extent than other gas 
in Northern’s system. Further, there is no showing that there are not gas 
supplies available to carbon black manufacturers from other sources than 
Huber, adequate and ample to meet the nation’s requirements for carbon black. 

Huber further urges that public convenience and necessity permit the 
abandonment since the gas which it sells constitutes but a “minute” part of 
Northern’s total supply, and that Northern’s ability to serve its customers 
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would not be impaired. Huber points out that while, in 1954, Northern pur- 
chased an average of 7,509 Mcf of gas per day from Huber, Northern’s total 
certificated capacity is 1,100,000 Mcf per day. These circumstances do not 
justify the Commission authorizing the proposed abandonment of service. The 
volume of Huber gas is substantial and constitutes an integral part of North- 
ern’s total supply. Huber’s demands are purely individualistic and are for 
personal profit. In the past, the Commission has relied upon the Huber 
reserves, among other reserves, in authorizing Northern to increase the 
eapacity of its system. Also, if the gas supply from Huber wells were not 
available to Northern, the continued operation of Burnett Compressor Station 
would be economically unfeasible. This compressor station has three units; 
installed in 1948, 1949 and 1953 at a cost of $225,000. 

In addition, if Huber were to be permitted to abandon the sale for the reason 
that the gas involved is but a small part of Northern’s total supply, then all 
other suppliers of Northern of an equivalent or lesser volume of gas would be 
entitled to receive the same treatment. No evidence was adduced at the 
hearing as to the number of producers from whom Northern purchases gas, 
and the volume of the respective purchases. Hence the Examiner is unable 
to make a finding as to the total volume of Northern’s purchases to which a 
decision authorizing Huber to abandon the service, for the reason aforesaid, 
would be applicable as a precedent should the other sellers seek to abandon 
their service. But it may well be that such total volume would constitute a 
considerable portion of Northern’s gas supply. In 1948, at least, 77% of 
Northern’s gas supply consisted of purchased gas. F.P.C. Directory of Electric 
and Gas Utilities in the United States (1948), p. 225. 

Lastly, Huber attacks the constitutionality of Section 7(b) if applied to in- 
dependent producers. “It is not within the Commission’s province to pass 
upon the constitutionality of statutes enacted by Congress.” Jn Re The East 
Ohio Gas Co., 1 F.P.C. 586, 592. However, it may be noted that the United 
States Supreme Court has upheld the constitutionality of other provisions of 
the Natural Gas Act. Federal Power Comm’n. v. Natural Gas Pipeline Co., 
$15 U.S. 575, 582-83, 585-86; Federal Power Comm’n. v. Hope Natural Gas Co., 
320 U.S. 591, 601-02; Colorado Interstate Gas Co. v. Federal Power Comm’n., 
$24 U.S. 581, 603-04, 605. And the constitutional power of Congress to regu- 
late field sales of natural gas was conceded in a case before the Supreme Court. 
Interstate Natural Gas Co. v. Federal Power Comm’n., 331 U.S. 682, 686. 


ULTIMATE FINDINGS AND CONCLUSIONS 


Upon consideration of the evidence adduced and the briefs of counsel, it is 
further found and concluded that: 

(1) On February 7, 1942, Applicant was bona fide engaged in the sale of 
natural gas subject to the jurisdiction of this Commission over the routes 
described in its application for a certificate of public convenience and neces- 
sity and exhibits attached thereto, and has so operated since that time. 

(2) The sale of natural gas by Huber, hereinbefore described, produced by 
it from its 11 connected wells located on its acreage in Carson County, Texas, 
as more fully described in such application and exhibits attached thereto, is 
made in interstate commerce, subject to the jurisdiction of the Commission. 

(3) The sale of natural gas by Huber, hereinbefore described, produced 
by it from its well located on its acreage in Section 92, Block 4, L&G.N. R.R. 
Survey, Carson County, Texas, as more fully described in such application and 
exhibits, is not made in interstate commerce, and is not subject to the juris- 
diction of the Commission. 
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(4) The following facilities of Huber are necessary facilities for the sale 
of the natural gas referred to in Finding (2), supra, and are subject to the 
jurisdiction of the Commission: (a) the stub-pipe connection between Huber’s 
10-inch northerly-southerly gathering line and Northern’s 8-inch pipeline, at 
the point adjacent to Northern’s meter run, more particularly hereinbefore 
referred to; (b) the system of 3 block valves more particularly hereinbefore 
referred to. 

(5) The sale of natural gas referred to in Finding (2), supra, together with 
the operation of the facilities referred to in Finding (4), supra, is subject to 
the requirements of subsection (c) of Section 7 of the Natural Gas Act, and 
of Part 157 of the Commission’s Regulations under the Natural Gas Act. 

(6) The available supply of Huber’s natural gas underlying the acreage 
referred to in Finding (2), supra, is not depleted to the extent that the con- 
tinuance of the sale to Northern rendered by means of the facilities referred 
to in Finding (4), supra, is unwarranted. 

(7) Neither the present nor future public convenience or necessity permits 
the abandonment by Huber of the facilities referred to in Finding (4), supra, 
or the sale rendered by means of such facilities. 


ORDER 


Wherefore, tt is ordered, subject to review by the Commission on appeal, 
or review by the Commission on its own motion, as provided in its Rules of 
Practice and Procedure, that: 

(A) A certificate of public convenience and necessity be and is hereby issued, 
upon the terms and conditions of this order, authorizing the sale by Applicant 
of natural gas in interstate commerce for resale, referred to in Finding (2), 
supra, together with the continued operation of the facilities referred to in 
Finding (4), supra, used for the sale of natural gas in interstate commerce, 
as hereinbefore described and as described in the application for a certificate 
of public convenience and necessity and exhibits attached thereto. 

(B) This certificate is not transferable and shall be effective only so long 
as Applicant continues the acts or operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, and the applicable rules, regu- 
lations and orders of the Commission. 

(C) The grant of the certificate herein shall not be construed as a waiver 
of the requirements of Section 4 of the Natural Gas Act, or of Section 154 of 
the Commission’s Rules and Regulations thereunder requiring the filing of rate 
schedules for the service herein authorized; and is without prejudice to any 
findings or orders which have been or may hereafter be made by the Commis- 
sion in any proceeding now pending or hereafter instituted by or against the 
Applicant. 

(D) Appropriate evidence of the issuance of this certificate shall be furnished 
to the Applicant. 

(E) The application for a certificate of public convenience and necessity, 
insofar as it seeks authorization for the sale of the natural gas referred to in 
Finding (3), supra, be and the same is hereby dismissed for want of juris- 
diction. 

(F) The application of Huber for permission and approval to abandon its 
sale of natural gas to Northern be and the same is hereby denied, except as 
it relates to the sale of natural gas produced from the well referred to in 
Finding (3), supra, and as to the latter sale, the application be and the same 
is hereby dismissed for want of jurisdiction. Permission and approval be and 
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the same is hereby denied for Huber to abandon its facilities referred to in 
Finding (4), supra or any portion thereof. 

(G) The relief requested by Northern in the prayer to its complaint in 
Docket No. G-—4326 is granted to the extent hereinbefore specifically provided 
for; and in all other respects such prayer is denied. 

HOWELL PURDUE, 
Presiding Examiner. 


Order affirming decision of presiding examiner 
October 6, 1955 


The Presiding Examiner’s Decision in this matter was issued on June 15, 
1955. Thereafter J. M. Huber Corporation filed exceptions to the Examiner’s 
Decision, together with a brief in support of said exceptions. Upon request of 
J. M. Huber Corporation, oral argument was heard by the Commission con- 
cerning matters included in the exceptions. 


The Commission finds: 

Upon consideration of the evidence, the briefs filed before the Presiding 
Examiner, the Decision of the Presiding Examiner, the exceptions thereto, the 
matters stated in oral argument and the entire record, the Decision of the 
Presiding Examiner herein issued June 15, 1955, should be affirmed in its 
entirety. 


The Commission orders: 

The Decision of the Presiding Examiner issued herein on June 15, 1955, be 
and is hereby affirmed in its entirety, and said decision shall become effective 
as the decision of the Commission as of the date of issuance of this order. 

Commissioner STUECK not participating. 

Commissioner Diesy stated that he concurs in this order but does not ap- 
prove the language of the decision providing for the certification of the in- 
dependent producer’s facilities. See p. 1251. 


IN THE MATTER OF 
UNITED GAS PIPE LINE COMPANY 


Upon an Investigation of Rates Pursuant to Section 5 (a) of 
the Natural Gas Act 


Docket Nos. G—1142, G-2019, et al. 
July 21, 1955* 
Syllabus 


1. Commission finds that the employment of the calendar year 1952, as the test 
period, and the use of this period with the major adjustments made is 
fairly representative and affords a proper and lawful basis for fixing rates 
for United for the immediate future. P. 372. 


* Initial decision became the final decision and order of the Commission by order of the 
Commission issued November 8, 1955, infra, p. 406. Rehearing denied by order issued 
January 6, 1956. 

Epitor’s Note: Reversed in part 252 F. 2d 619 (CADC, 1957) cert. denied 355 U.S. 904. 
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2. Commission rejects Mississippi’s contention that the cost of gas purchased 
from producers, who have failed to file either rate schedules or obtain 
certificates of public convenience and necessity, cannot be included in 
United’s recoverable cost of service for the test period. P. 378. 

8. Commission finds that the prices paid for gas by United to Union, an affiliate, 
although not reached as a result of arm’s length bargaining, were not 
above prices reached between United and non-affiliated producers as a 
result of arm’s length bargaining. P. 379. 

4. Commission finds that a rate of return of 6 percent is a fair, just, and 
reasonable return to United. P. 388. 

5. Cost of service studies for specific customers are not generally required in 
proceedings where a general revenue increase is sought except in extraor- 
dinary situations, which are not present here. P. 395. 

6. To permit Mississippi to have two rates based allegedly on historical con- 
tract relationships between United and Mississippi, without regard to the 
rights of others in the same class, receiving the same service in the same 
rate zone would amount to unlawful discrimination against such cus- 
tomers, and would not be in the public interest. Instead a rolled-in rate 
should be applied. P. 397. 

7. Separate billing is not justified, where gas procured from various sources 
is delivered through general system facilities, and is commingled prior 
to receipt. In such circumstances, an average cost should be assigned. 
P. 398. 

8. Contract provisions that would afford Mississippi a preferential right to 
acquire additional gas requirements from United would be discriminatory 
as respects United’s other customers, and should be eliminated in United’s 
rate schedule and tariff provisions. P. 402. 

9. Commission finds that the inclusion in United’s tariff of a minimum 72 per- 
cent take-or-pay-for provision is lawful, just and reasonable. P. 403. 

10. Section 5 (a) of the Natural Gas Act does not preclude the Commission 
from eliminating existing unlawful discrimination, undue preference, and 
unreasonable rates. P. 403. 

11. Commission orders United to make an appropriate filing which will eliminate 
the two rate schedules now applicable to Mississippi and to apply a single 
rate schedule which will be just and reasonable. P. 406. 


W. O. Crain, George D. Fiser, E. J. Freiberg, C. Huffman Lewis, Vernon 
Woods, Thomas Fletcher, and W. Scott Wilkinson for United Gas Pipe Line Co. 

Louis L. DaPra, Sherman 8. Poland, and Lambert McAllister for the staff 
of the Federal Power Commission. 


Brnver, Presiding Examiner: These proceedings involve the determination 
of just and reasonable rates and charges, within the meaning of the Natural 
Gas Act of 1988 (the Act) for the delivery and sale of natural gas for resale 
by United Gas Pipe Line Company (United) to Mississippi River Fuel Corpora- 
tion (Mississippi). 

JURISDICTION 


It clearly appears from the evidence that United is a natural gas company 
within the purview of the Natural Gas Act and is engaged in the interstate 
transportation of natural gas and the sale of natural gas for resale in inter- 
state commerce.! 


13 FPC 863, 4 FPC 307, 10 FPC 35. 
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PROCEDURAL AND OTHER BACKGROUND FACTS” 


On October 12, 1948 the Federal Power Commission (Commission) instituted 
a proceeding in Docket G—1142 pursuant to Section 5(a) of the Act to deter- 
mine whether United’s rates and charges for transportation or sale of natural 
gas for resale, subject to the Commission’s jurisdiction, were just and rea- 
sonable, and to establish just and reasonable rates if, after hearing, it was 
found that any of its rates were unjust, unreasonable, or otherwise unlawful. 

Subsequent to the institution of the Commission’s investigation proceeding 
in Docket No. G—1142, pursuant to Section 4 of the Act and Part 154 of the 
Commission’s Rules and Regulations, as amended, United filed at various times 
between July 3, 1952 and January 25, 1954, a total of five separate and succes- 
sive applications for increases in its rates and charges to its jurisdictional 
customers. The issues in ali such rate increase applications (insofar as 
Mississippi is concerned) except the first one filed, viz., Docket No. G—2019, 
were disposed of in Commission Opinion No. 277, and accompanying order. 

Docket No. G-2019 is a filing by United made on July 3, 1952 in which 
such company sought increases in its rates and charges to five pipeline com- 
panies which are natural gas companies within the meaning of the Act, viz., 
Mississippi, Southern Natural Gas Company (Southern), Tennessee Gas Trans- 
mission Company (Tennessee), Texas Gas Transmission Corporation (Texas 
Gas), and Texas Eastern Transmission Corporation (Texas Eastern), of ap- 
proximately $9,500,000 annually, based on estimated sales for the twelve-month 
period ending April 30, 1953. In Docket G-—2019, United sought, among other 
things, to establish a higher as well as a uniform rate for all sales made to 
the above pipe-line companies under contracts dated prior to May 15, 1951. 
This rate schedule PL-3 increased the demand charge to Mississippi under 
one of its two gas purchase contracts with United from 45¢ to 65¢ per Mcf 
of demand, and the commodity charge from 61%4¢ to 9¢ per Mcf of com- 
modity. Pursuant to Section 4(e) of the Act, the Commission suspended the 
increases sought in Docket G—2019 until January 3, 1953, when, among other 
things, United’s increased rates relating to its Rate Schedule PL-3 were per- 
mitted to become effective subject to refund. 

Rate Schedule PL-2 came into existence as a result of proceedings in 
Docket No. G-1447 where United sought a certificate of public convenience and 
necessity to enlarge its pipe-line facilities for general system purposes, includ- 
ing service of additional supplies of natural gas to Mississippi. Following the 
issuance of the Commission’s opinion and order in Docket No. G—1447, United, 
on March 24, 1952, filed, in purported compliance therewith, FPC Rate Schedule 
No. 115 (in the form of a contract with Mississippi) which became effective 
on April 24, 1952. 

On July 3, 1952, United filed a tariff which conformed to the requirements 
of Part 154 of the Commission’s Rules and Regulations, as amended. This 


2 These proceedings require a consideration and determination of all matters at issue in 
which Mississippi has a material interest. Commission Opinion No. 277 (pp. 1-10) con- 
tains an extended description of the various proceedings which culminated in the issuance 
of the latter opinion and order. Such opinion and accompanying order and a Commission 
order issued December 2, 1954 left open for hearing and determination here the level and 
form of United’s rates which should be made applicable to Mississippi and in addition 
thereto certain issues regarding changes in United’s tariff provisions from those in exist- 
ence prior to January 3, 1953. In view of the description of all the prior proceedings 
contained in Opinion No. 277, references to procedural background herein will be limited, 
insofar as practicable, to such matter as is necessary to an understanding of the issues 


left for determination. 
3 See Commission Opinion No. 277, pp. 1-10 for description of such filings. 
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tariff has been referred to as the conversion tariff because it converted 
United’s schedule of rates from contract to tariff form as required by the 
Commission’s rules. Among other things, such tariff embodied the rates and 
charges contained in United’s filing of March 24, 1952 in the form of Rate 
Schedule PL-2, which provided for an initial rate consisting of $1.30 per Mcf 
per month of demand and a 12%4¢ per Mcf commodity charge. 

When the facilities authorized by the certificate issued by the Commission 
in Docket No. G-1447 became operative, Mississippi received natural gas 
from the earlier facilities of United and from the newer facilities authorized 
in Docket No. G—1447 at the same delivery point, but paid for such gas under 
two rate schedules although such gas was commingled prior to delivery to 
Mississippi. As we have noted, the PL-2 rate schedule provided for sub- 
stantially higher rates and charges than did the PL-3 rate schedule. 

Between March 3, 1953 and August 17, 1954, hearings were held from time 
to time relating to Docket G—1142, G-2019 and the other rate increase filings 
made by United. On August 17, 1954 all parties agreed to a disposition of 
the matters at issue without further hearing except Mississippi. Included 
among such parties were the other pipe-line customers of United, i.e., Southern, 
Texas Eastern, Texas Gas, and Tennessee, all of whom agreed that the pro- 
posed settlement rates and charges were just and reasonable. Mississippi alone 
disagreed as to the justness and reasonableness of the proposed rates and 
charges, and made a counter-proposal which was opposed by all customers 
affected by it and by the Staff of the Commission. 

The Commission approved the settlement proposed as fair and reasonable, 
and such settlement was implemented by the filing of an appropriate tariff 
which was made applicable to all customers except Mississippi. The proposal 
was not made applicable to Mississippi because the latter objected to it and 
was therefore entitled to a determination made after full hearing under Sec- 
tions 4 and 5 of the Act. 

The Commission rejected Mississippi’s counter proposal and issued its order 
directing that a further hearing be held so that Mississippi could be afforded 
a full hearing with regard to all matters at issue as to which Mississippi 
had a material interest. 

In connection with such further hearings, it will be noted that under 
Section 4(e) of the Act, United had the burden of establishing that the in- 
creased rates were just and reasonable. It will also be observed, however, 
that the Commission’s order in Docket G—1142 imposed certain duties upon 
the Staff, namely, to establish by evidence, at a hearing, the existence of any 
unjust, unreasonable or discriminatory rates in United’s system for the pur- 
pose of effectuating the removal of such rates, if any such rates were found 
to exist, and to enable the Commission to establish just, reasonable and non- 
discriminatory rates for United. The duty of the Staff with regard to the 
presentation of proof in such connection was applicable not only to the level of 
United’s Rate Schedules PL-2 and PL-3, but to the removal of any forms 
or combinations of forms of rates which were unjust, unreasonable or unduly 
discriminatory.* 


4 Mississippi's brief (page 1) appears to imply that the Staff had no obligation in rela- 
tion to United’s Rate Schedule PL-3 or to its employment simultaneously with Rate 
Schedule PL-2 in the rendition of service to Mississippi. To the extent that any such 
implication is intended, it is incorrect. The Commission has pointed out that Sections 4 
and 5 of the Act are interdependent, and has emphasized the relationship between Sec- 
tions 4 and 5 in their impact upon discriminatory rates and charges. (Cf. Commission 
Opinion No. 281, In the Matter of Northern Natural Gas Company, Docket No. G-2217, 
16: @ C25). 
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The Commission’s order issued December 2, 1954, sets forth the order in 
which proof was to be presented. In substance, the Commission’s procedural 
directions required United to present initially such additional evidence as it 
was prepared to offer. The order then required the presentation of the 
“testimony of such witnesses as may be offered in connection with Exhibits 77 
through 80”, together with such additional testimony as the Staff may have 
to offer. Since Exhibits Nos. 77 through 80 were exhibits prepared by members 
of the Staff of the Commission, these directions necessitated the testimony of 
Staff witnesses. The order further provided for the opportunity of cross- 
examination of witnesses and for the opportunity for the presentation of 
evidence by Mississippi and all other parties. 

Exhibits 77 through 80 are central to the agreement reached by the various 
parties (except Mississippi) disposing of this matter without further proceed- 
ings. (See Commission Opinion No. 277, page 11, et seq.). These exhibits, in 
general, may be said to be exempletive of the Staff's position regarding just 
and reasonable rates both from the standpoint of level as well as form for 
United.® 

At the further hearings held herein, the initial presentation was made by 
Staff witnesses who sponsored the aforesaid exhibits in the course of their 
testimony. In principal part, Exhibits 77 through 80 are documents showing 
(1) United’s rate base, and annual return of six percent, (2) cost of service 
and allocation thereof, (3) the rates of United which were currently in effect 
compared with rates contended by the Staff to be just and reasonable, and 
(4) a proposed FPC Gas Tariff for United. The purpose of the latter, of 
course, was to implement the agreement reached.® 


UNITED'S AFFILIATIONS, 
SIZE, GROWTH AND OPERATIONS 


Clear understanding of what the issues are, how they arose, and how they 
should be resolved will be aided by a brief explanatory statement concerning 
United’s system, including its affiliations, size, recent history, growth, and 
operations. The relative position of Mississippi in the picture of United’s rate 
structure, as a whole, may thus be seen in correct perspective. 

United Gas Corporation (United Gas) has owned all the stock of United 
and of Union Producing Company (Union) since 1937. Union is a producing 
and exploration company. United is a pipe-line company, very largely engaged 
in transmission activities. United Gas, in addition to holding the securities 
of United and Union and other companies, is engaged in the local gas dis- 
tribution business. The principal officers and directors of United Gas are 
the principal officers and directors of United and Union. United Gas is the 
parent of United and Union, and controls both companies. 

United is one of the largest pipe-line companies in the world, serving large 
markets in Texas, Louisiana, Mississippi, Alabama, and Florida. It also sup- 
plies part of the requirements of transmission lines serving the Appalachian 





5S Exhibit 81 is an exhibit relating to rate of return. United adopted the testimony of 
Staff witnesses, but did not adopt the testimony of the Staff witness relating to rate of 
return or Exhibit 81. However, United did not offer rebuttal to such witness’ testimony 
or cross-examine him. The rates put into effect pursuant to the agreement with United 
and the other parties were based on a 6% annual rate of return, a rate which the Staff 
witness supported in his testimony. 

6 Such proposed tariff has since been filed by United but was not made applicable to 
Mississippi since the latter had not agreed to accept the rates contained therein as just 
and reasonable. The rates contained in such tariff were made effective, except as to Mis- 
sissippi, as of August 1, 1954. 
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area, the Atlantic seaboard, and portions of the Midcontinent area. It owns 
and operates approximately 1,200 miles of field lines and approximately 8,000 
miles of main transmission lines. United purchases, transmits, and sells 
natural gas at city borders, to other pipe-line companies, to gas distributing 
utilities, to large industrial companies for their own consumption, and in 
addition, has some plants for the separation of gasoline and liquid hydro- 
carbons from the gas in the line. United purchases natural gas from more 
than 200 gas fields and from hundreds of gas producers in Texas, Louisiana, 
and Mississippi who are unafliliated with it. In addition, United purchases 
substantial quantities of natural gas from Union, an affiliate? It contracts 
(both with unaffiliated producers and with Union) for gas purchases which 
cover various periods of time and various prices. 

In recent years and particularly since the advent of long distance trans- 
mission pipe lines, competition in the purchase of gas has increased very sub- 
stantially. During these years, United has experienced increasing competition 
in negotiating contracts for the purchase of gas from producers because of 
the increase in the number and size of new pipe-line companies which are 
also seeking to augment their supplies. In addition, the tremendous increase 
in the demand for natural gas has been a major factor in the increase in 
price. These and other factors have impelled United to pay higher prices to 
obtain new contracts than such company paid previously and also to pay higher 
prices in connection with the extension of old contracts. The result has been 
a continuing increase in the price of gas to United during the years this 
matter has been under consideration. The volume of United’s gas purchases 
for the year 1952 as adjusted for known changes runs well over a trillion 
cubic feet. 

There is nothing to indicate any diminution in the demand for natural gas 
in the United States, nor is there any evidence in this record to indicate 
that gas prices will be lower in the immediate future. Because of the increas- 
ing demand for natural gas and despite the rise in the price of gas in recent 
years, United has engaged and is continuing to engage in the expansion of 
its system, and in the pursuit of relationships with gas producers which it 
considered would assist it to maintain and improve the sources from which it 
could obtain its gas requirements. 

A large expansion occurred following the grant of a certificate of public 
convenience and necessity to United in Docket No. G—1447.° 

Since the effects of the expansion of United's facilities authorized in Docket 
No. G—1447 are important to the rate-making problems dealt with herein, it 
appears advisable to make somewhat extended reference to the Commission’s 
decision in that docket as it related to four matters: (1) What the expansion 
was, (2) the purposes for which the Commission authorized such expansion, 
(3) the rates made applicable to Mississippi in such decision, and (4) the 
dynamic character of United’s history, growth operations and development of 
its gas reserves. 

Specifically, the Commission described the proposal made by United in 
Docket No. G—1447 at page 37 of its opinion as follows: 


* * * the construction of approximately 1,005 miles of gas transmission 
pipe lines and apurtenant facilities consisting of two major pipe lines, one 
in the eastern and one in the western portion of its system. The west 


7 See 10 FPC 35, referring to United Gas Corporation as the parent of United Gas Pipe 
Line Company, and Union Producing Company as an affiliate of United Gas Pipe Line 
Company. 

8 See Exh. 161. 

9 See United Gas Pipe Line Company, 10 FPC 35. 
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line would consist of approximately 510 miles of 30-inch, 26-inch, and 24- 
inch diameter pipe, extending from the Aqua Dulce Field in southern 
Texas northeasterly to the vicinity of Perryville, Louisiana. Compression 
facilities aggregating 42,200 horsepower are proposed to be installed on 
this line. The east line would consist of approximately 305 miles of 
30-inch, 26-inch, 24-inch, and 20-inch diameter pipe, extending from Pure 
Oil Company’s offshore acreage * * * in the Eugene Island area of the 
Gulf of Mexico, in a northeasterly direction to a point near Kosciusko, 
Mississippi, with 20,800 horsepower compression. Three supply and de- 
livery lines, consisting of approximately 179 miles of various diameter 
pipe would extend from southern and southeastern Louisiana and Missis- 
sippi gas fields to various points of connection with the east line. 

The proposed construction is designed to increase United’s system 
capacity by 920,000 Mcf per day, to an estimated total of 3,805,200 Mcf 
per day inclusive of gas transported for and exchanged with others * * * 


(2) Purpose of the Expansion: 


In connection with the purposes for which the facilities described above 


were to be constructed, the Commission stated at page 41: 






United except Wichita Falls.) 


sion’s Opinion referred to above in Docket No. G-1447. 


The facilities proposed in Docket No. G—1447 are intended to accomplish 
these general objectives: (1) Provide for a more balanced withdrawal 
and distribution of gas supply from presently-connected and from new gas 
fields; (2) increase the flexibility of the present system; and (3) enable 
United to meet the increased requirements of present customers and pro- 
vide additional capacity required by the demands of new customers pro- 
posed to be served. It is estimated that with the proposed additional 
capacity, United would be able to provide for existing and future peak 
requirements in 1952-53, with the exception of the Wichita Falls District 
in which it is estimated that a deficiency of 27,400 Mcf will occur on the 
peak day in 1952-53. It is not now proposed that the Wichita Falls 
District will be connected with the rest of the system.?® 

In addition to accomplishing these general objectives, United proposes 
to make new sales of gas to Texas Eastern Transmission Corp. (Texas 
Eastern) and to Mississippi River Fuel Corp. (Mississippi River) * * * 

United’s proposed project is designed for a better balancing of gas 
supply in relation to the concentrated markets which United now serves 
and intends to serve. A relation of estimated requirements by districts 
and points of delivery in such districts to the location of United’s various 
major sources of gas supply, indicates the need for additional facilities 
if the system is to be operated in the manner contemplated. The estimated 
peak-day requirements in volumes of gas, exclusive of gas transported for 
and exchanged with others, which could be made available through exist- 
ing and proposed facilities to meet such requirements, by districts, is 
shown to be as follows: 


(A table is then shown setting forth the requirements of all districts of 


The opinion continues: 


* * * We think that this concentration of major sources of gas supply 
in the southern portion of United’s system requires the proposed trans- 


mission facilities in order to properly balance markets and supply in the 
existing systems, and for the transportation of large volumes of gas from 





” United has disposed of its Wichita Falls property since the issuance of the Commis- 
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the southern part of the system to meet the requirements of customers 
now served and proposed to be served in the Monroe and Jackson dis- 
tricts. 

The system flexibility which United contends would result from con- 
struction of the proposed facilities relates to the ability to shift available 
supplies of gas over the system, rather than the over-all operational 
flexibility which results from interconnections between existing and new 
facilities. United concedes that prudent engineering and operating prac- 
tice would suggest the advisability of establishing interconnections in 
certain locations between the existing and proposed facilities, but it has 
not proposed to do so. We think that in order to assure more flexibility 
in operation and better service on the system, interconnections for emer- 
gency use should be made between existing and proposed new facilities * * * 

We are of the opinion, and find, that the facilities proposed are rea- 
sonably adequate and necessary for the service proposed to be rendered 
thereby. * * * 

Mississippi River, whom United proposes to serve with additional vol- 
umes of gas through the proposed facilities, presented evidence tending 
to show that the annual requirements of that company as presented by 
United are slightly high. This evidence shows that although Mississippi 
River presented evidence in the hearings upon its application in Docket 
No. G-1281 to the effect that it would purchase approximately 100,000 Mcf 
per day from United on a 72% load factor, the requirements of its cus- 
tomer companies have increased at a greater rate than had been previously 
anticipated. However, the evidence in this record shows that Mississippi 
River doubts that its requirements will equal 150,000 Mcf per day on a 
95% load factor, as shown by United, because it presently is investigating 
the possibilities of underground storage and of obtaining gas either from 
new sources or from renewal of other supply contracts.™ 


(3) The Rates Made Applicable to Mississippi: 

The conclusion that the Commission in effect fixed the rates set in G—1447 
at rates which were to be reconsidered upon the conclusion of the over-all 
investigation of United’s rates which was taking place in Docket G—1142 is 
made clear by the following language at page 45 of the Commission’s opinion: 








There is now pending at Docket No. G-1442 (sic) an investigation into 
the rates charged by United, and we therefore think it proper at this 
time to consider only the rates proposed to be charged for the new sales 
to Texas Eastern and Mississippi River. It is expectéd that the Com- 
mission’s rate investigation will be concluded before the facilities herein 
authorized for the sale to Texas Eastern and Mississippi River are com- 
pleted and that we will have considered on the record not only United’s 
rates for existing sales but also the rates for the two new ones. * * * 

It appears from the record that United assumed a systemwide rate of 
return of 6 per cent and then designed a rate for the deliveries to Texas 
Eastern and to Mississippi River which would result in the revenues re- 
quired to reach the assumed over-all return. United submitted a system- 
wide cost of service study including a 6 per cent rate of return which 
shows an average cost of 13.16 cents per Mcf on the system. However, the 
record shows there is a wide disparity in rates on the system, both 
above and below the indicated present average cost of service, and in many 
instances United presently is making sales at a rate less than the average 


11 Since the issuance of the Commission's decision in Docket No. G-1447, Mississippi 
has contracted for 150,000 Mcf per day. 
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cost of purchased gas. The conclusion of the pending investigation of 
United’s rates should eliminate undue discrimination and may result in a 
revision of the company’s rate structure. (Emphasis supplied) 


These quotations from the Commission’s Opinion make it very clear that 
the construction sought to be made by United and authorized in Docket 
No. G-1447 by the Commission was for general system purposes, and that the 
Commission intended to review the rates fixed in such docket for the sale of 
gas to Mississippi and other companies upon the conclusion of the Commis- 
sion’s investigation pending at Docket No. G-1142. (See 10 FPC at pages 45 
and 46). Indeed, the language employed by the Commission gave direct notice 
that the rates which were being made applicable to Mississippi in Docket 
No. G—1447, ie., the PL-2 rates, were rates to be reconsidered in the in- 
vestigation in Docket No. G—1142, particularly in the light of United’s rate 
structure as a whole, and that the conclusions reached as a result of such 
investigation might “result in a revision of the company’s rate structure.” 
(4) The Dynamic Character of United’s Growth and Operations: 

The Commission referred to the dynamic character of United’s history, 
growth, and operations, and discussed its gas reserves in its opinion in Docket 
No. G-1447 (p. 48) in the following language: 


The record shows the operating history of United for the past 20 years 
with respect to its gas purchase contracts with companies other than its 
affiliate, Union Producing Company. On January 1, 1930, United had 
145 gas purchase contracts with non-affiliated producers, as compared with 
402 such contracts as of November 1, 1950. On January 1, 1930, United 
was receiving gas from 27 fields under such contracts as compared with 
207 fields on July 1, 1950, and during the intervening period deliveries 
were commenced under 756 contracts and deliveries ceased under 456 con- 
tracts. Cessation of deliveries for most of the contracts terminated was 
a result of the depletion of the supply. 

During the period of 1945 through the first 10 months of 1950, in which 
there has been extensive growth in interstate gas transmission lines with 
a corresponding increase in competition for natural gas reserves, United 
entered into 343 new gas purchase contracts, which is almost three times 
as many contracts as were entered into during the six-year period of 
1939 to 1944. In the period from 1945 to November 1, 1950, United ex- 
tended the term of 178 of its gas purchase contracts as compared with 
54 contracts which were extended during the 15 years prior to that time. 
The 178 extensions of contracts were for the most part for periods of 
10 years. Between November 1 and December 31, 1950, United entered 
into eight new gas purchase contracts for substantial reserves, and extended 
the term of 15 gas purchase contracts. 

On the basis of the record, United has increased its recoverable reserves 
from an estimated total of 2.3 trillion cubic feet in 1930 to over 20 trillion 
cubic feet as estimated by Ralph E. Davies, or 16.4 trillion cubic feet as 
estimated by the Staff, as of July 1, 1950, although the company sold 
almost 6 trillion cubic feet of gas between 1930 and 1949. 

The record also shows that United has never had to cancel a sales con- 
tract because of inability to renew a gas purchase contract. 


In connection with the dynamic character of United’s growth, it may be 
observed that since the proceeding in Docket No. G—1447 was concluded the 
records of the Commission show that it has issued 19 certificate orders author- 


468917—59 26 


362 FEDERAL POWER COMMISSION 


izing increases in United’s facilities ranging from comparatively small amounts 
to over 5% million dollars and totalling in excess of 181% million dollars.12 

United’s history makes it clear that the selection of a test period cannot 
be predicated upon the assumption that any period selected will reasonably 
reflect what United’s experience for the future will be unless adjustments to 
past experience are made. No matter what period is determined to be appro- 
priate, “normalization”, or the making of adjustments for known changes, 
would be an absolute requisite in order to arrive at a reasonable judgment 
regarding rates for United. 

The principal issues for determination here are as follows: 

(1) Is calendar year 1952, adjusted for known causes, a reasonable, proper, 
and lawful test period. 

(2) How much is United entitled to recover in its cost of service for cost 
of gas purchased for calendar year 1952, adjusted. 

(3) What are just, reasonable and lawful rates for United’s service to 
Mississippi. 

(4) In the case of an integrated and interconnected pipe-line system such 
as United, should cost be based on allocations of specific facilities and sources 
for particular customers or should there be adherence to the principles of cost 
allocation heretofore followed by the Commission. 

(5) Should two separate rates or a single rolled-in rate be established for 
service to Mississippi. 

(6) Did United have the right to omit from its conversion tariff a pro- 
vision in a 1945 contract with Mississippi requiring United to supply Mississippi 
with such additional quantities of gas as Mississippi might nominate at any 
time to May 1, 1961 as necessary to meet its requirements. 

(7) Should a minimum 72% take-or-pay-for provision be included in a single 
rate schedule applicable to Mississippi? 

Other issues have arisen which are ancillary or related to those enumerated 
above and they will be discussed herein. 


THE CONTENTIONS MADE BY THE PARTIES REGARDING “TEST PERIOD” 
AND THEIR RESOLUTION 


Upon the resumption of the hearings following the issuance of Commission 
Opinion No. 277, the Staff, among other things, presented proof regarding 
United’s rate base, return, and cost of service, using the calendar year 1952, 
adjusted for known changes, as the proper test period. Mississippi challenged 
the use of calendar year 1952, as adjusted, claiming that the use of such 
period was improper and unlawful. 

The Staff’s contentions regarding the propriety of using calendar year 1952, 
as adjusted for test period purposes, may be summarized as follows: 

(a) The rate schedules and the data filed in support thereof by United on 
June 24, 1953 in connection with the rate increase sought in Docket No. G—2210 
are the latest full and complete statements for United’s system, as a whole, 
which have been filed with the Commission. Such data are based upon 
ealendar year 1952, as adjusted for known changes, and conform to the in- 
formational standards promulgated by the Commission in Order No. 165 (effec- 
tive July 1, 1953) amending Section 154.63(b) (3) of its General Rules and 
Regulations prescribing requirements to govern the filing of rate increases 
under the provisions of Section 4 (d) of the Act. Section 154.63 (b) (3) (i) 


12 See Docket Nos. G-1465, G-1491, G-1571, G-1628, G-1826, G-1843, G-1879, G-1880, 
G-1904, G-1951, G-2064, G-2158, G-2258, G-2259, G-2416, G-2885, G-2886, G-4279, 
G-6885. 
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requires that financial data submitted in connection with an increased rate 
filing “shall be based upon a test period consisting of 12 consecutive months 
of most recently available actual experience, adjusted for changes in * * * costs 
which are known * * * and which will become effective within seven months of 
the last month of available actual experience.” 

(b) The revenues and the costs shown by the record for the test period em- 
ployed by the Staff, i.e., 1952 adjusted, are representative of the relationship 
that will exist between those items in the immediate future. 

(c) The increase in United’s PL-3 rate schedule was permitted to become 
effective under bond on January 3, 1953. Consequently, the year 1952 repre- 
sents the 12-month period immediately preceding the earliest date upon which 
a decision here may be made effective as to such rates. 

(d) The data covering calendar year 1952, as adjusted, are the ultimate 
product of an extensive investigation into an extremely large and complex 
pipe-line system involving the examination of hundreds of contracts, a tre- 
mendous number of figures, books, ledgers, engineering data, etc. Of neces- 
sity such investigation took a long period of time to complete. The figures 
arrived at as a result of such investigation are as dependable and reliable 
as can be obtained in a rate proceeding involving as dynamic a company as 
is United in an industry setting as kaleidoscopic as the natural gas industry 
has been in recent years. Moreover, insofar as United’s costs for purchased 
gas are concerned, the facts are that the prices it paid for such gas were 
determined on the basis of known figures as at December 31, 1953, and such 
figures were applied to normalized volumes for the calendar year 1952. 
Accordingly, insofar as the data covering cost of gas purchased is concerned, 
the record reflects the results of actual 1953 experience applied to the test 
period. As Mississippi has pointed out, the cost of purchased gas is, dollar- 
wise, the most important item in the cost of service figures. 

(e) No authentic figures for United’s 1953 operations containing adjust- 
ments for known causes of a character which would correctly reflect an 
appropriate basis for rate-making purposes were presented. 

(f) To attempt a further investigation to cover calendar year 1953 and to 
check figures in United’s books for such period and make proper adjustments for 
known causes is a long and expensive task, which of necessity would involve 
the taking of a substantial additional period of time. At the conclusion of 
such investigation, the same contention as is made here could be made again— 
namely, the figures are not sufficiently recent. If this contention were ac- 
cepted, there would never be an end to these proceedings which are already 
too attenuated. 

Mississippi’s contentions regarding use of calendar year 1952 as the test 
period may be summarized as follows: 

(a) The data relied upon by the Staff to support rates for United are not 
supported by any United witness. 

(b) The use of calendar year 1952 requires the making of major adjust- 
ments because of the completion of large additions to United’s plant facilities 
during the period, and, accordingly, the use of this period is inappropriate 
and unlawful. 

(c) Pursuant to an order of the Commission issued on or about April 1, 
1954, United filed with the Commission, or made available to the Commission’s 
Staff and to parties to the proceeding, on or about April 30, 1954, “data show- 
ing the actual results of United’s latest 1953 operations as adjusted to reflect 
changes during the year.” The latter data should have been employed as the 
basis for determining rates for United, and the employment for rate-making 
purposes of any other data is improper and unlawful. 
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(d) Actual 1953 data (which Mississippi sought to introduce as an exhibit by 
reference to the files of the Commission or as a numbered exhibit) show that 
“United’s estimated purchased gas costs for 1952 adjusted * * * exceeded the 
actual purchased gas costs in 1953 * * *” by $4,800,000. 

(e) The use of calendar year 1952, as adjusted for known changes, con- 
stitutes an improper and unlawful test period for determining United’s rates. 

In general, it may be said that the most important reason why it is neces- 
sary to arrive at a proper conclusion regarding cost of service is that the 
amount of such cost is the amount which the Commission normally allows a 
natural-gas company, subject to the Act, to recover in the form of revenues. 
Accordingly, it is important that the test period employed for establishing cost 
of service be one which is as representative of an applicant’s future cost of 
services as the circumstances will reasonably permit. 

As the above summary indicates, Mississippi’s contention regarding the 
impropriety of using calendar year 1952, adjusted for known causes, as the 
test period is integrated with its other contention, namely, that proper ad- 
justments have not and cannot be made to the aforesaid test period because 
the adjustments made to rate base and cost-of-service figures for 1952 could 
not be considered of a sufficiently adequate character to bring the evidence 
relating to test period up to a point where it was properly representative of the 
future for rate-making purposes. 

Mississippi casts reflections upon the test period employed by the Staff 
by presenting arguments relating to the propriety of the adjustments made 
for such period. Accordingly, it becomes necessary in considering the propriety 
of the test period employed to discuss Mississippi’s contentions concerning the 
adjustments made by the Staff. 

Parenthetically, it may be observed that if one were engaged in rate making 
for a static company in a static industry, any year might be considered repre- 
sentative. Such a situation, however, has not obtained in the natural gas 
industry in recent years; and in particular such a situation has not obtained 
in regard to United and its operations. In fact, it has been brought out 
that no recent year of United has been like any prior year. Thus, it appears 
that what is under consideration here is the determination of future rates 
for a very large, dynamic and expanding company in an industry distinguished 
by kaleidoscopic growth. United, as we have pointed out before, like many 
other pipe-line companies, has, in recent years, undergone a very large ex- 
pansion. The fact that United’s growth and continuing expansion has had 
the effect of making rate-making difficult does not deprive such company of 
its right to obtain increases in its rates, if such increases are just and 
reasonable. 

In the course of the several years during which this matter has been under 
consideration, testimony has been given from time to time with regard to 
various test periods. When the matter was set down for hearing after the 
issuance of Commission Opinion No. 277 and accompanying order and the 
Commission’s Order of December 2, 1954, Staff witnesses used calendar year 
1952, adjusted for known changes, as the test period for the purpose of de- 
termining a cost of service upon which rates for United for the future could 
be based. 

Mississippi claims that the data relied upon by the Staff to support the 
proposed rates were not supported by any United witness. The short answer 
to this contention is that United adopted the testimony of Staff witnesses and 
the exhibits sponsored by them. Accordingly, the data relied upon. was 
supported by United. There would be no point to having any of United's em- 
ployees take the witness stand to reiterate the testimony of Staff witnesses. 
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Moreover, as Staff witnesses have testified, a substantial part of these data 
were obtained from the books and records of United after lengthy and in- 
tensive investigation by the Staff, and the Staff’s testimony, insofar as the 
facts are concerned, has not been contradicted by any United, Mississippi, or 
other witness.15 

Mississippi argues that the use of calendar year 1952 requires the making 
of major adjustments because of the completion and operation of large addi- 
tions to United’s plant facilities. In this connection, Mississippi refers to 
“the completion of United’s $225,000,000 expansion program late in 1952 * * *”, 

Although Mississippi referred a number of times in its brief to a United 
$225,000,000 program, the fact is that United Gas Pipe Line Company did 
not have a $225,000,000 expansion program. This statement regarding the size 
of United’s expansion program is probably extracted from the testimony of 
United’s Treasurer, who was discussing at one point in the record the expan- 
sion program of United’s parent, United Gas Corporation and its sub- 
sidiaries. United’s expansion program in Docket No. G-—1447 was, dollarwise, 
approximately half of that referred to by Mississippi. 

Mississippi’s brief, in discussing the adjustments made by the Staff, refers 
initially to the “magnitude” of the adjustments to United’s rate base. These 
adjustments were very large, but it may be pointed out that such adjustments 
were based upon known facts and not upon estimates or guesses. At the 
time that the Staff presented its evidence regarding rate base, the so-called 
G-1447 facilities, which formed the major part of the increase in United’s 
plant, had been completed and the facts with regard to the investment in such 
facilities were known. It appears from the evidence that every major adjust- 
ment made relating to rate base was supported by known facts. 

There is no reason to assume that if 1953 figures had been employed that 
there would have been any material change in the rate base reached as the 
result of making adjustments brought about by the increase in plant facilities. 

It is interesting to note that in the figures presented by Mississippi in 
its brief in connection with the “magnitude” of the adjustments, that the 
adjusted total rate base found by the Staff is almost identical with the net 
plant investment at December 31, 1952—which makes clear that substantially 
what was involved, regardless of the large amount under consideration, was 
simply making an adjustment to plant base to put the additional facilities 
in as if they were in operation for a full year. This was not a complex 
or difficult calculation, nor unusual in any situation where there has been 
an enlargement of plant facilities during a test period. 

The important factor was not whether the adjustments were large, but 
whether the adjustments to rate base figures were supported by substantial 
evidence. The Presiding Examiner finds that they were so supported, and that 
the employment of calendar year 1952 with the adjustments as made by the 
Staff for known causes presented an appropriate period for rate-making pur- 
poses for United, insofar as rate base determination was concerned. 

We turn now to a consideration of Mississippi’s major contentions concern- 
ing the use of calendar year 1952, as adjusted, for purposes of ascertaining 
United’s cost of service. The largest element in United’s cost of service is the 
cost of purchased gas, and as we have noted, Mississippi integrates its attack 
upon the selection of test year with an attack upon adjustments made in regard 
to cost of gas purchased. 

The Staff ascertained, as a result of its investigation, the prices which 
United was paying for gas at December 31, 1953, and used the unit prices at 


13 This is not to say that Mississippi has not challenged the conclusions to be drawn 
from the facts. 
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such date as one of the principal bases in determining the cost of purchased 
gas for the test period. As Mississippi pointed out in its brief: 


Actually most of the Staff’s purchased gas costs were based on the 
results of 1953 operations. (Exh. Nos. 83, 84, 84-A, 84-B, 85, 85—A, 85-B, 
86, 86—A, 87, 88).14 

The price of purchased gas to United as determined by the Staff at De- 
cember 31, 1953 was 8.50¢ per Mcf. The cost to United for gas purchased 
from non-affiliated producers determined by prices as of December 31, 1953 
was not contradicted, except for Mississippi's contentions concerning the pos- 
sible applicability of Order No. 174-A. The fact that the actual cost of gas 
for 1952 or 1953 was less than gas priced as of December 31, 1953 cannot be 
considered a contradiction. It appears that the adjustment for purchased 
gas, at least, insofar as the price of gas per Mcf was concerned, was not based 
upon guess, but upon knowledge of the facts regarding United’s actual 1953 
operations, and this knowledge was applied to the test period.15 

Mississippi contends that the “* * * use of such 1952 adjusted figures re- 
quired major adjustments—such as an assumed nearly 40% increase in the 
cost of purchased gas.” In this connection, Mississippi points out that “The 
Staff's $89,218,255 for the cost of purchased gas for the year 1952, adjusted 
(Exh. 77-B), is 38% above the actual purchases of $64,873,699 for that year 
(Item E, Schedule F, Page 1).” The fact of the matter is that Item U 
(United Gas’ FPC Form No. 2, Annual Report to the FPC for 1953) shows 
that the volume of gas actually purchased by United in 1953 was 1,087,995 
MMcf costing $84,415,828.00 and the adjustment for test period purposes was 
made at 1,050,000 MMcf. Having in mind that the purchased gas costs were 
based by the Staff on the known prices paid per Mcf for gas at December 31, 
1953, and the known facts regarding the quantity of gas purchased for 
calendar year 1953, the figures as to cost of gas purchased, as adjusted by the 
Staff for test period purposes, appear exceedingly accurate. 

To support its contention, that the test period employed by the Staff and 
adopted by United was improper and unlawful, Mississippi presented figures 
in its brief purporting to show the difference both volumetrically and dollar- 
wise between sales made by United during 1953, computed at the rates 
established in United’s filing of July 2, 1953, and sales for 1952, as adjusted 
by the Staff.1¢ The difference between the adjusted sales and actual sales 
runs from a 6% difference for Texas Eastern to a 37% difference for Texas 
Gas, and averages 14% with the adjusted sales being the higher figure. The 
difference between actual and adjusted sales for Mississippi is 14%. 

Mississippi’s comparison taken as a whole appears to be unsound because 
the comparison assumes that all pipe lines were connected during the entire 
period selected for comparison when such was not the fact. No adjustment is 
made to account for the fact that one of the pipe-line customers, viz., Southern 
Natural did not take deliveries from the enlarged facilities of United until 
April 1, 1953, and another pipe-line customer, viz., Texas Gas, did not take 
deliveries until August 1, 1953. Taking actual 1953 figures as a basis without 
proper adjustment for known causes would be incorrect because actual 1953 
without such proper adjustments would not be representative of the future 
for United. 

The use of these unadjusted data by Mississippi illustrates vividly how 
easily incorrect and misleading conclusions may be obtained by employing 
actual 1953 data and not investigating and finding out all the pertinent and 


14 Mississippi Brief, page 12. 
15 See further discussion regarding cost of purchased gas hereinafter. 
16 Mississippi Brief, P. 23. 
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relevant facts and making necessary adjustments on the basis of such facts. 
If 1953 data were to be taken, the only reasonable course would be to accept 
figures relating to actual 1953 operations only after giving consideration and 
effect to such adjustments as were necessary to reflect the future correctly. 
The determination of the correctness of all such adjustments would, of course, 
require an additional period of time (during which determination of the 
issues would be further delayed) while the Staff and the intervening parties 
entered upon another field investigation, study, and analysis of United’s 
operations. This process would, of course, further prolong this already pro- 
tracted and lengthy hearing. 

Among the matters which would have to be given consideration anew 
would be sources of supply. This matter was considered by the Staff in con- 
nection with the cost of purchased gas for the test period, and in its study 
of this problem through the end of 1953 the Staff gave consideration to shifts 
in sources of supply “ as well as contract prices, both of which influenced the 
cost of purchased gas. Such factors would require adjustments after in- 
vestigation, no matter what test year was selected. 

Mississippi’s contentions, insofar as they are specifically related to being 
adversely affected by an incorrect estimate of gas sales by the Staff in this 
proceeding, appear to be without merit. In regard to this phase of the matter, 
Mississippi’s brief states that the Staff, in making adjustments for the cal- 
endar year 1952, incorrectly estimated that Mississippi would receive a higher 
volume of gas than it actually received and that for such gas it would pay 
more dollars than it actually paid. Mississippi points out that it received 
less gas and paid less dollars than the Staff estimated. Assuming that 
Mississippi were right, and that the figure it set forth in its comparison’ 
should have been applied, the effect of the Staff’s allegedly incorrect estimates, 
insofar as the level of rates to Mississippi is concerned, would be to lower the 
unit cost of gas to Mississippi and not to increase it. Had the Staff used 
as a basis for determining rates the lesser volume of gas contended by 
Mississippi as being the correct amount, the overall effect would have been to 
spread United’s fixed costs over a smaller number of units. This would tend 
to increase rates to Mississippi, rather than to decrease them. Accordingly, 
even if there were error of the character referred to by Mississippi in the 
Staff's estimates, such error could not be said to have contributed in any 
degree to raising United’s rates to Mississippi, and may have resulted in 
lowering United’s rates to such company. The use of such 1952 figures as 
estimated by the Staff could not be said under the circumstances to have 
adversely affected Mississippi. 

The fact that some adjustments may not have been mathematically exact 
is hardly a sound basis on which to reject the adjustments when considered 
as a whole, where such adjustments are, on an overall basis, supported by 
substantial evidence, and where on the whole they are correct. Rate making 
is not an exact science, and where an error cannot be said to be either 
substantial or prejudicial, it cannot exercise a controlling effect on the de- 
cisional process. 

The Presiding Examiner finds that the contentions of Mississippi regarding 
adjustments made to cost of purchased gas, as indicative of the employment 
of an improper test period, are without merit; and also finds that the adjust- 
ments made to purchased gas costs are supported by substantial evidence and 
were proper, correct, and based on sound principles. 


17 See pp. 16, 17 herein referring to shifts in United’s sources of supply adverted to in 
the Commission’s Opinion in Docket G-1447 as an example. 
18 Mississippi Brief, p. 23. 
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Mississippi claimed in one section of its brief, as it did during the hearing, 
that United “did file with the Commission and present data as to the actual 
results of its operations for the year 1953, adjusted, * * *” (p. 11, Mississippi 


Brief). However, at a later point in its brief (pp. 24, 25) Mississippi shifted 
its ground, as it did at the hearing, and stated that 


this data showing the actual results of United’s latest 1953 operations 
(as. adjusted to reflect changes during the year) was submitted to the 
Commission’s Staff—about April 30, 1954—and was made available to the 
parties to this proceeding (R. 3997) .19 


The facts are that counsel for Mississippi sought to have certain ma- 
terial, which he described as United’s actual 1953 figures, adjusted, pertaining 
to cost of service, introduced in evidence by reference to the files of the 
Commission, as permitted by Rule 126(c)(2)(i) of the Commission’s Rules 
of Practice and Procedure. As it turned out, and as was pointed out at the 
hearing, Mississippi’s counsel was in error in that the material in question had 
never been filed with the Commission by United. Accordingly, the material 
could not be received in evidence as an exhibit by reference to the files of the 
Commission. Mississippi's counsel, under such circumstances, at the hearing 
requested that the material be marked as Exhibit 99 for identification and 
the Presiding Examiner directed that such material be so marked. Mississippi 
then requested that Exhibit 99 for identification be received in evidence. At 
the hearing, Mississippi’s counsel further stated that he understood the 
documents in his possession (Exh. 99 for identification) contained United's 
actual 1953 figures “with full explanation for each adjustment and justifica- 
tion therefor”. 

Mississippi presented no proof whatever of the authenticity of its claim 
that the documents in question were genuinely what its counsel understood 
them to be, ie. figures which United acknowledged, claimed, admitted, or 
represented as being its “actual 1953 figures with full explanation for each 
adjustment and justification therefor”. And such failure to present proof 
concerning the character of the documents in Mississippi’s possession occurred 
in the face of the affirmative assertion by United’s counsel that the documents 
(Exh. 99 for identification) were not what counsel for Mississippi understood 
them to be. In this connection, it may be noted that the following statement 
by United’s counsel appears in the transcript : ” 


Mr. Horning [counsel for Mississippi who sought to introduce Exh. 99 
for identification into the record] is mistaken in his statement that they 
are actual figures. They are figures that contain some character of an 
adjustment. I do not recall what that adjustment was, but they are not 
actual figures. They are actual plus some character of an adjustment. 
So in any event it is not competent. 


The Presiding Examiner asked counsel for United the following question: 
The figures, as I understand, are really not a full and complete study 
of 1953. Is that correct Mr. Fletcher? 
The following answer was made: 
Yes, sir. And they are clearly irrelevant for the reasons I stated, as 
well as those of Mr. McAllister. 


19 Mississippi’s record reference does not: support its statement as to the facts regard- 
ing the furnishing of such material to the Staff by United. Staff counsel denied on the 
record having received such material from United. No proof to the contrary was offered 
by Mississippi. 

20 Tr. 4007. 














UNITED GAS PIPE LINE COMPANY 369 


The record also shows that Texas Gas objected to the receipt in evidence 
of the proffered exhibit,22 pointing out that it could not “[bjind any of the 
parties until they are supported by competent testimony in this particular 
record * * *. They are absolutely meaningless, incompetent and of no value 
at all until they are supported, and they haven’t been supported”. 

No witness was offered to substantiate Mississippi’s claim that it was offer- 
ing authentic figures constituting United’s cost of service for 1953, as ad- 
justed; nor was any witness presented to show what in fact these documents, 
which were being offered, were. The statement of counsel as to what they 
were, particularly in the fact of a denial by opposing counsel is not a sub- 
stitute for proof. No foundation upon which these documents could be 
received in evidence was laid, and they were excluded. 

Thus it is clear there was no proof whatever that the documents offered 
by Mississippi (Exh. No. 99) were in fact United’s actual 1953 figures, as 
adjusted for known causes. 


Staff counsel having this case in charge also denied receiving the proffered 
exhibit from United. 

Another claim made by Mississippi in its brief is to the effect that actual 
1953 data show that “[U]nited’s estimated purchase gas costs for 1952 ad- 
justed * * * exceeded the actual purchased gas costs in 1953 * * *” by $4,800,000 
(P. 25, Mississippi Brief). 

The amount actually paid by United for 1,037,995,212 Mcf of gas during 
1953 as reflected in its annual reports to the Commission was $84,415,828.34 
(Item U). The average cost during 1953 as reflected in such report was 
8.13¢ per Mcf. The price of gas per Mcf for United, based on contract prices 
with its suppliers at December 31, 1953, was very close to 8.50¢ per Mcf. The 
Staff estimated United’s gas requirements at 1,050,000,000 Mcf. The Staff, 
for test period purposes, normalized gas costs at the prices current at De- 
cember 31, 1953, namely, 8.50¢ per Mcf. The difference between the unit price 
of 8.13¢ and 8.50¢ per Mef, together with the difference in volumes accounts 
for the $4,800,000 referred to by Mississippi. The normalization in pricing 
gas was supported by substantial evidence and was proper. 

Oddly enough, Mississippi urges that this difference of $4,800,000 between 
the actual and the adjusted figures for gas purchases for 1953 requires a re 
opening of the hearing to receive 1953 adjusted data, when it is quite apparent 
that 1953 gas purchase figures, as adjusted, were used to obtain appropriate 
figures for United’s cost of gas purchased and applied to the test year, viz., 
calendar year 1952, as adjusted. It may be a work of supererogation to point 
out that if 1953, as adjusted, were employed as the test year, proper normal- 
ization of gas prices for United would have required that prices be fixed at 
a date subsequent to December 31, 1953. There is no ground to believe that 
gas prices subsequent to December 31, 1953 were lower than they were at 
that date, and there is good ground to believe that they were higher. If the 
normalization, which Mississippi apparently seeks, were made, the cost of pur- 
chased gas would be higher, not lower. 

Mississippi cites Indianapolis Water Company v. McCart, et al., 89 F. 2d, 
522 (1937), affd. 302 U.S. 419 (1938) to support its contentions regarding 
appropriate test period. The McCart case is typical of a line of rate cases 
following Smyth v. Ames, 169 U.S. 166 (1898), in which emphasis was laid 
principally upon rate base. This major emphasis was brought about by the 
Supreme Court’s declaration that the constitution required rates to be cal- 
culated on “fair value’. The Supreme Court in McCardle v. Indianapolis 


1 Tr, 4004. 
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Water Company, 272 U.S. 400, determined that “spot” reproduction cost was 
practically decisive of fair value. 

The line of reasoning employed by the Courts in these earlier cases has 
not been followed since 1944 when the Supreme Court, in FPC v. Hope Natural 
Gas Company, 320 U.S. 591, radically changed the course of utility regulation 
by holding that commissions could lawfully use an original cost rate base. 
Since 1944 the Federal Power Commission and the commissions in most of the 
States have used original cost. 

In passing, it may be observed that both the problems and the company 
involved in the McCart case were totally unlike that under consideration here. 
However, Mississippi referred to some language in the McCart case apparently 
in an effort to analogize the time factors in such case with those in the 
instant case. 

The facts in the McCart case, insofar as they relate to appropriate test 
period, may be summarized as follows: 

In 1931, the City of Indianapolis filed a petition with the Public Service 
Commission of Indiana seeking a reduction of water rates for small consumers. 
The Commission fixed rates in 1982, effective January 1, 1933. The water 
company filed a bill in the District Court on December 31, 1932 alleging such 
rates were confiscatory. The District Court appointed a special master who 
held hearings and filed a report on May 18, 1934 finding the “fair value”, i.e, 
the reproduction value of the water company’s properties as of April 1, 1933. 

After a hearing upon exceptions to the special master’s report, the District 
Court dismissed the water company’s bill of complaint alleging confiscation. 
In the District Court’s final decree the Court found that the “fair value” of 
the company’s property on November 29, 1985 was the same as it was 32 months 
earlier, ie., on April 1, 1933. 

An appeal was taken to the Court of Appeals for the Seventh Circuit. The 
Appellate Court took judicial notice of the upward trend of prices between 1932 
and 1935, and held that the District Court had erred in determining in its 
decree that the valuations as of April 1, 1983 were applicable to the date 
of the decree in November 1935, without taking into appropriate account the 
changed conditions in the interval. 

A casual reading of Mississippi’s quotation from the opinion of the Court 
of Appeals in the McCart case might lead one to the conclusion that such 
court had sent the case back to the District Court because it had found the 
test period for determining cost of service was unlawful or improper. Such 
was not the case, however. The Court of Appeals sent the case back to the 
District Court only for the purpose of determining the “fair value” of the 
water company’s properties. In this connection, it will be observed that in 
the course of the hearings before the special master an estimate of the net 
income applicable to the return for the year 1933 was given by a witness 
employed by the Public Service Commission and a second estimate was given 
by a witness for the water company. The hearings before the special master 
were held between May 1, 1933 and August 10, 1933, and a reopened session 
was held on October 18, 19383. Although the special master offered to receive 
evidence on April 18, 1934 as to actual operations, the parties informed the 
master that they did not desire to offer such testimony. However, the Appellate 
Court did not send the case back to receive such additional evidence, saying 
that if the water company chose not to put into evidence the actual results of 
1983 operations and was content to rest on the estimates appearing in the 
record, the latter was in no position to complain, and the Court accepted 
“the figures as found by the master and approved by the Court”. 
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About seven years after the initiation of the proceedings by the City of 
Indianapolis, the case reached the Supreme Court which held that the Court 
of Appeals was correct in taking judicial notice of the trend upward in com- 
modity values and that reversal of the District Court was right. By this time, 
however, so much time had elapsed that the Supreme Court sent the case back 
to be tried anew as to all issues.?2 

A time factor of seven years is not analogous to the time factors involved 
here. The McCart case is of no value as precedent in relation to any phase 
of the instant proceeding. 

New England Telephone & Telegraph Company vy. Department of Public 
Utilities (Mass.) 2 P.U.R. 3d 464, 476 (Mass. D.P.U., Sept. 30, 1953) and 
6 P.U.R. 3d 65, 79 (Mass. Sup. Ct., Sept. 20, 1954) cited by Mississippi in its 
brief does not assist it. The problem involved in these proceedings was one 
of “reguiatory lag” and the unjust effect of such “regulatory lag” upon utilities 
seeking to increase their rates in inflationary times. 

It has been claimed by many that in times of inflation, rate adjustments lag 
behind the increase in operating expenses, and therefore utilities, operating 
under fixed rate schedules may not earn a fair profit as prices rise. 

The problem of test period, as exemplified in the New England Telephone 
cases points to the possibility of United being injured by the test period em- 
ployed and its customers (including Mississippi) being the correspondent bene- 
ficiaries of lower rates than those which they are entitled to enjoy. It appears 
that the citation of these cases does not help Mississippi to show that it was 
the victim of any injustice or harm, and they are not helpful to Mississippi’s 
contentions here. 

Normal requirements of agency investigation under Sections 4 and 5 of 
the Act inevitably lead to some delay in arriving at conclusions in the rate- 
making process. For example, In the Matter of Canadian River Gas Company, 
3 FPC 32, 54, the test period employed was 1939. Hearings were concluded 
on April 21, 1941. The Commission, after pointing out the difficulties of re- 
‘solving doubts as to the future, held that 


Nevertheless, for purposes of this order, 1939 revenues and costs are to 
be considered representative of the relationship that will exist between 
these items in the future. 


It is fair to observe that it would not be possible for the Commission to 
function unless it afforded its Staff time to analyze the data filed by a company 
in connection with an increased rate filing or to analyze the books and records 


22 The quotation from the McCart case contained in Mississippi’s brief is not complete, 
stopping in the middle of a sentence (see 89 F. 522 at p. 528) without specifically indicating 
such fact. The quotation as set forth in Mississippi's brief reads as follows: 

The question of what the net income had been for the year 1953, under the new 
schedule of rates, was not at that time any longer a matter of estimates but had 
become an established fact and the facts were in the possession of the company. 
Prophecy was then entitled to give way to experience. 

In fact, the word “experience” did not end the sentence, for the last sentence quoted read 
as follows: “Prophecy was then entitled to give way to experience and under such cir- 
cumstances, if the company chose to remain silent with the facts in its possession, it is 
in no position to complain.” 

Apparently, to explain why it did not complete the quotation it chose to employ, Mis- 
sissippi footnoted the quotation as follows: “In that case, it was the company which 
chose to remain silent and was forced to accept the results of the Commission's decision. 
In this case it is United’s gas customers represented by Mississippi, who are injured but 
refuse to remain silent.” 

The fact in these proceedings is Mississippi stands alone and represents no one but 
itself, which it has the right to do. Such fact, however, does not justify Mississippi 
arrogating to itself a position it does not occupy. 
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of the company in an investigation. The hearings themselves are exceedingly 
broad in scope, usually involve highly complex problems, and require a great 
deal of time for preparation as well as for actual hearing. It has been con- 
tended that delay is, in general, far more costly to applicants than it is to the 
customer companies, particularly in times like the present.22 The contention 
to the contrary made here is not supported. 

Taking the evidence as a whole, the Presiding Examiner finds that the 
employment of calendar year 1952, as adjusted, as the test period, was proper 
and lawful, and the use of this period with the adjustments made was fairly 
representative and affords a proper and lawful basis for fixing rates for 
United for the immediate future. Moreover, the use of such period is con- 
sistent with past Commission practice and principles enumerated in numerous 
Commission opinions.*4 


COST OF GAS PURCHASED 


The Staff’s brief, among other things, summarizes the method by which it 
arrived at its independent determination of United’s purchased gas cost and 
it reads, in part, as follows: 


Starting with normalized sales volumes for the test period (T. 3457, 
Exh. 166), witness Stockwell normalized gas purchase requirements after 
verification of gas-supply data furnished by United (T. 3453-54). Checks 
of gas fields and a comparison of normalized requirements with actual 
1953 data demonstrated the accuracy of the normalization (T. 3455, 3458, 
3462, 3464, 3468). The gas requirements were normalized by fields, by 
districts, by areas, and further by purchases from non-affiliated producers 
(arm’s-length sales) and from Union (Exhs. 82-88). Where judgment as 
to the source of gas was vital, Stockwell relied on the experienced judg- 
ment of United’s gas supply department personnel (T. 3741). 


As we have indicated heretofore, we have credited the testimony of staff 
witnesses relating to normalization of natural gas purchase requirements and 
sales volumes for the test period. 

The cost of purchased gas is extremely important in this case because in 
excess of $89,000,000 or over 60% of United’s cost of service for the test 
period, represented the cost of natural gas purchased. 

United provided approximately 22% of United’s natural-gas requirements 
for United’s Monroe, Shreveport, Dallas, Houston and San Antonio operating 
districts for the test period.2> Union is a wholly-owned affiliate of United 
Gas Corporation, as is United. 

Prior to the Panhandle decision (Commission Opinion No. 269) the Com- 
mission determined the cost of natural gas where a natural-gas company 
itself, or an affiliated company was the producer, on the basis of actual 
operating expenses incurred in the production of the gas and allowed a return 


23 Cf., Dougherty, Comments on the Regulatory Lag, 50 P.U. Fort, 631 (1952). 

24 Atlantic Seaboard Corp., Opinion No. 225, 11 F.P.C. 43, 50; Northern Natural Gas 
Co., Opinion No. 228, 11 F. P. C. 123, 129; El Paso Natural Gas Co., Opinion No. 278 
(Mimeo. ed., p. 3) ; Michigan-Wisconsin Pipe Line Co., Opinion No. 275 (Mimeo. ed. p. 8): 
Home Gas Co., Opinion No. 272 (Mimeo. ed., p. 5); Panhandle Hastern Pipe Line Co., 
Opinion No. 269 (Mimeo. ed., p. 10); Méississippi River Fuel Corp., Opinion No. 253, 12 
F. P. C. 151, 157; Pittsburgh v. Pittsburgh and West Virginia Gas Co., 7 FPC 112, 
128-131; Mississippi River Fuel Corp., 4 FPC 340, 349. 

25 While evidence was presented concerning the total amount of gas supplied to United, 
no evidence was presented concerning the percentage supplied by Union for the balance of 
the system for the test period. 
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on the original cost of investment less accrued book depreciation. However, 
where a pipe-line company bought gas from an independent producer, the 
price paid to such independent producer was included as part of the pipe- 
line’s recoverable cost of service. Staff’s presentation included cost of gas 
purchased from independent producers as of December 31, 1953 adjusted to 
calendar year 1952, as part of United’s cost of service. 

During the course of this hearing, Mississippi’s counsel stated that “We 
are not contesting the prices paid non-affiliated producers.” Mississippi, how- 
ever, in its brief objected to the inclusion in United’s recoverable cost of 
service of sums paid by United to non-affiliated producers and to Union in the 
absence of affirmative proof that applications for certificates of public con- 
venience and necessity and rate schedules had been filed pursuant to Com- 
mission Order No. 174~-A. 

Mississippi’s brief asserts (pp. 27, 28) that $17,000,000 out of the total of 
$89,218,255.00 represents cost of gas purchased by United from Union. A 
table at page 31 of Mississippi’s brief shows that $10,340,348.00 represents cost 
of gas purchased from Union for the Monroe, Shreveport, Dallas, Houston, and 
San Antonio operating districts. The table shows cost of gas for other 
operating districts of United of $43,332,200.00, but contains no information 
concerning the percentage of gas supplied by Union. In referring to $17,000,- 
000.00 as the cost of gas purchased by United from Union, Mississippi refers 
to page 3720 of the transcript. The transcript reference does not support 
Mississippi’s statement as to the $17,000,000.00 amount and there is no evidence 
in the transcript as to the total specific amount of dollars paid to Union by 
United for the test period. 

Although Mississippi apparently in one part of its brief included $17,000,- 
000.00 as a sum which United was entitled to receive for gas purchased 
from Union, it objected in another part of its brief to the inclusion of cost of 
gas purchased from Union at any figure. In still another part of its brief, 
Mississippi shifted the emphasis of its objections from the prices paid non- 
affiliated producers for gas purchased to prices paid by United for gas 
purchased from Union. In this connection, Mississippi’s argument may be 
summarized as follows: 

United executed numerous contracts with Union, many as far back as 1937. 
Between 1937 and June 7, 1954, numerous contracts and supplementary or 
amendatory contracts were entered into by these companies. Such supple- 
mentary contracts, among other things, increased the price of gas per Mcf 
payable by United to Union. Mississippi claimed that United was limited in 
the amount which it is entitled to recover for cost of gas purchased from 
Union to the amount per Mcf set forth in initial contracts between United 
and Union, and was not entitled to include in its cost of service natural gas 
as priced and paid for by United in the supplementary or amended contracts. 
Mississippi points out that if its theory of gas pricing for United were applied 
here, the cost of service figures might be so reduced that they would preclude 
any rise in the level of United’s rates.2® Mississippi contends further that, 
on the basis of its analysis of the contracts between United and Union in the 
period between 1987 and 1953, covering gas from the Monroe, Shreveport, 
Dallas, Houston and San Antonio districts alone, United’s cost-of-gas-purchased 
account has been inflated by over 434 million dollars, of which Mississippi is 
being asked to pay over $900,000. 


28 Mississippi's brief, page 38. 
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To support its contentions, Mississippi has cited a line of cases*” which hold 
in substance that where affiliated companies enter into contracts and there is 
“an absence of arm’s length bargaining between two corporate entities in- 
volved, and of all the elements which ordinarily go to fix market value” and 
where an increase of rates is sought, a regulatory agency or a court is justified 
in ignoring such contracts and should look to other factors to determine 
just and reasonable costs. 

Mississippi has established that from 1937 to the present time United Gas 
Corporation has owned all the stock of both United and Union and that the 
power of United Gas Corporation to exercise its control over such companies 
has manifested itself through the election of interlocking directorates and 
the selection of joint officers. 

If there has been an absence of arm’s length bargaining in the making of 
the contracts between United and Union, as there appears to have been, such 
absence is characteristic of both the initial and the amendatory contracts. 
Accordingly, the cases relied upon by Mississippi do not support the conclusion 
that only the initial contracts, but not the amendatory contracts, should be 
considered valid. They establish that both initial and amendatory contracts 
should be ignored unless they are supported by objective criteria. 

If the prices in contracts between Union and United are to be ignored, 
we must then look to other factors to determine what is fair, just and rea- 
sonable for United to obtain for natural gas acquired from Union. However, 
before embarking upon such a determination, it appears advisable to con- 
sider at this time Mississippi’s other contentions relating to cost of gas 
purchased. 

Certain of Mississippi’s contentions are made on an alternative basis. These 
contentions are to the effect that all of United’s “gas purchases must be made 
pursuant to contracts legally filed and accepted by the Commission as rate 
schedules” or that “all of United’s gas purchase costs are subject to in- 
vestigation, cross examination as to the justification for the precise volumes 
and prices used and to possible whole or partial disallowance.” 

The inconsistency of the alternative contentions made by Mississippi is 
apparent when it is realized that the first alternative referred to above, if 
accepted, would require a conclusion that, absent filing pursuant to Commission 
Order 174-A, there could under the law be no recovery for payments made 
for purchased gas, at least for test period purposes, whereas under the second 
alternative mentioned, there can be such recovery even though no filing 
whatever were made under Commission Order 174-A or any other filing rule 
or regulation of the Commission. 

To support its contention that cost of gas purchased from non-filing pro- 
ducers cannot be included in United’s recoverable cost of service for the test 
period, Mississippi cities as precedent Montana-Dakota Utilities Co. v. North- 
western Public Service Co., 341 U. S. 246, 251 (1951). 

The Montana-Dakota case is wholly inapplicable to the instant situation. 
The issue involved in such case was whether an action would lie to recover 
losses alleged to have been sustained by petitioner in paying for service at 


27 Western Distributing Company v. Public Service Commission of Kansas, et al., 285 
U. S. 119 (1932) ; Smith v. Illinois Bell Telephone Co., 282 U. 8. 133, 152-153 (1930) ; 
Cities Service Gas Company v. Federal Power Commission, 155 F. 2d 694 (8th Cir. 
1946), cert. denied, 329 U. S. 773 (1946) ; Colorado Interstate Gas Co. v. Federal Power 
Commission, 142 F. 2d 943, 957 (10th Cir. 1944), cert. denied, 324 U. S. 626 (1946); 
Natural Gas Pipeline Co. v. Slattery, 302 U. S. 300, 307. (1937) ; Dayton Power & Light 
Co. v. Public Utilities Commission (Ohio), 292 U. S. 290, 308 (1934) ; United Fuel Gas 
Co. v. Railroad Commission of Kentucky, 278 U. S. 300, 320 (1929). 
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filed rates when it and the respondent had an interlocking directorate and 
were under common control. The principle which was involved was that, 
where a rate is filed, accepted, or approved by the Commission, a customer 
company cannot be made to pay a different rate than the filed rate, nor, on 
the other hand, can it recover payments made under the filed rates (which 
allegedly were inflated) because acceptance of such filed rates was brought 
about by reason of petitioner’s dominance by the common management of 
petitioner and respondent, and petitioner’s consequent lack of independence 
and ability to protest. It was in this context that the court, in Montana- 
Dakota, said “It [petitioner] can claim no rate as a legal rate that is other 
than the filed rate * * *.” 

This language was quoted by Mississippi in its brief, but a quotation re- 
lating to the inability of a litigant to recover alleged overcharges in filed 
rates which it accepted and paid is not applicable to the instant situation, 
where the value of the gas obtained has been established in these proceedings 
by objective standards. The facts involved in Montana-Dakota are entirely 
different from the facts in the present case. Moreover, the principles of law 
involved and the language quoted from the Montana-Dakota case have no 
application here. It may also be pointed out that the Commission’s rules re- 
lating to filing were not drafted to cover cases such as United’s purchases 
from Union during the test period. 

Certain other cases cited by Mississippi on this point in its brief are equally 
impertinent.28 In general, it may be said that such cases stand for the 
proposition that when rate schedules are filed and accepted, then they are 
paramount to rights established by earlier franchises or contracts entered into 
between customers and the filing company, and also for the proposition that 
when a rate schedule is filed and accepted, no different rate may be charged. 

Neither the Mobile Gas Service case nor the Tyler gas case™ is of assistance 
at this point in the proceeding because the basic issue is such cases related 
to the requirement of payment at increased rates subsequent to filing and 
before a hearing was had concerning the lawfulness of the increased rates 
which were sought. 

Here, a determination is being made after a hearing on the merits. The 
plaintiffs in both Mobile and Tyler recognized, as did both courts of appeal, 
that the Commission after a hearing on the merits could fix the rates at a 
level which it determined to be just and reasonable, and which might be at 
variance with and in complete disregard of the contract rates. Here we are 
engaged in determining just and reasonable rates after a full and complete 
hearing. 

The legal effect upon rate making in this case by reason of a failure to 
file either rate schedules or certificates of public convenience and necessity 


28 North Hempstead v. Public Service Corp., 231 N. Y. 442, 132 N.B. 144 (1921); Pub- 
lic Service Commission v. Pavilion Natural Gas Company, 232 N. Y. 143, 133 N. E. 427 
(1921): Kansas City Power & Light Co. v. Midland Realty Co., 338 Mo. 1141, 93 SW 2d 
954 (1936) affd.; Midland Realty Co. v. Kansas City Power € Light Co., 300 U.S. 109 
(1937) ; Suburban Water Co. v. Borough of Oakmont 268 Pa. 243, 110A 778 (1920); 
Duquesne Light Company v. Public Service Commission 273 Pa. 287, 117A 63 (1922) ; 
Leiper v, Baltimore @ P. R. Co., 262 Pa. 328, 105A 551 (1918); V € S Bottle Co. v. Moun- 
tain Gas Co., 261 Pa. 523, 104A 667 (1918), app. dis. 251 U. S. 544 (1919); Harrison 
Flectric Co. vy. Citizens Ice and Storage Co. 149 Ark. 502, 232 S. W. 932 (1921) ; Colton 
v. Commonwealth Edison Co., 349 Ill. App. 490, 111 N. E. 2d 363, 366 (1953). 

29 United Gas Pipe Line Co. v. Mobile Gas Service Corp. and Federal Power Commission, 
215 F. 2d 883 (8rd Cir., Sept. 7, 1954), certiorari granted February 28, 1955; Tyler Gas 
Service Co., et al. v. United Gas Pipe Line Co., 217 F. 2d 73 (5th Cir., Nov. 24, 1954). 


376 FEDERAL POWER COMMISSION 


pursuant to Commission Order No. 174-A, as modified by any supplier of gas 
to United,®° must be considered in the following context: 

Prior to the Phillips decision,*1 the Commission had exercised its jurisdiction 
under the Act principally to regulate companies primarily engaged in pipe-line 
operations and activities incidental thereto. In such cases where the pipe line 
was affiliated with a gas producer through common control, or where a pipe 
line controlled a gas producer, only the pipe line filed applications for cer- 
tificates of public convenience and necessity under Section 7 of the Act and 
rate schedules pursuant to Section 4 of the Act. Although the Commission 
exercised its rate-making powers with regard to determining how much an 
affiliated producer could get from the pipe line for gas which it produced and 
sold to such pipe line, the Commission did not require a separate filing by 
the producing affiliate under either Section 4 or 7 of the Act. 

The Supreme Court, in Phillips, held that the authority vested in the Com- 
mission by the Act was broader than the Commission had theretofore exercised. 
The Court held, in substance, that the Commission had jurisdiction over sales 
of natural gas in interstate commerce for resale, and that the exclusionary 
provisions of Section 1 (b) of the Act relating to “the production and gather- 
ing of natural gas” did not encompass an exemption from the provisions of the 
Act for sales of natural gas for resale made in interstate commerce. 

Prior to the Phillips decision, the Commission had adopted certain rules 
and regulations under the Natural Gas Act governing the filing of rate 
schedules and certificates of public convenience and necessity by natural gas 
companies, viz., Part 154—Rate Schedules and Tariffs, and Part 157—Ap- 
plications for Certificates of Public Convenience and Necessity, Subchapter E— 
Regulations under the Natural Gas Act, Chater I, Title 18, Code Federal 
Regulations. In general, it appeared that these regulations had been prom- 
ulgated upon an assumption that the ambit of the Commission’s jurisdiction 
was not as large or embracive as that which the Supreme Court in Phillips 
had found to exist. These regulations, which had been adopted long before 
June 7, 1954, when Phillips was decided, were principally designed for filings 
by pipe-line companies. Moreover, a reading of the provisions of these regula- 
tions indicates that they were drafted primarily for application to companies 
which were much larger than many of those held by Phillips to be subject to 
Commission jurisdiction. 

In an effort to provide as workable and simple a set of regulations as was 
reasonably possible for the several thousand persons. engaged in the production 
and gathering of natural gas, who transported or sold such gas in interstate 
commerce and were held by Phillips to be subject to Commission jurisdiction, 
but who were not primarily engaged in the operation of an interstate pipe 
line, the Commission, on July 16, 1954 issued its Order No. 174 prescribing 
rules and regulations governing the filing of rate schedules and certificates of 
public convenience by persons subject to the Act under the Supreme Court’s 
holding. On August 16, 1954, the Commission by the issuance of its Order 
No. 174-A rescinded and superseded Order No. 174. Order No. 174—-A was sub- 
sequently amended by Order No. 174-B issued by the Commission on De- 
cember 17, 1954. 


80 No proof was adduced concerning filings by United’s suppliers under Order 174-A. 
31 Phillips Petroleum Company v. State of Wisconsin, et al., 347 U.S. 672. 
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These new rules and regulations are limited by their terms to transactions 
and operations conducted on and after June 7, 1954, the date of the Supreme 
Court’s decision in Phillips. These rules and regulations treat the rates of 
“independent producers” subject thereto which were in effect prior to June 7, 
1954 as “initial” rates, and such rates are not subject to suspension except 
where increases above prices in effect prior to June 7, 1954 are involved. 
Moreover, the Commission’s accounting requirements are not made applicable 
to filings thereunder.s? The rules do not require persons subject thereto to 
justify the rates in effect prior to June 7, 1954 and filed thereunder, and there 
is no provision for a “roll-back” of rates charged by persons who filed 
pursuant to Orders Nos. 174-A and 174-B. 

It may also be observed that, while the Commission has authority to inves- 
tigate rates subject to its jurisdiction under Section 5(a) of the Act, the 
determination of the reasonableness of prior unfiled rates and past increases 
in contract prices, for the purposes of recovery of sums of money for natural 
gas paid thereunder, is not a matter over which the Commission under the 
Natural Gas Act has any authority. 

The Commission in its El Paso opinion*®* referred to its unwillingness to 
permit its opinion in Panhandle (Opinion 269) to exclude, in the future, 
consideration of other methods of valuing gas and then stated that “We are, 
however, presently of the view that such method as may be adopted in the 
future should be employed for both the independent producer and the pipe-line 
company.” 

The Commission is, of course, faced with many complex matters resulting 
from the Supreme Court’s decision in Phillips particularly with regard to 
establishing principles applicable to fair and lawful determination of rates 
for producers who had believed that they were exempt from Commission 
jurisdiction under the exclusionary provisions of Section 1(b) of the Act. In 
connection with these problems, the Commission pointed out that “To facilitate 
the reaching of an informed opinion on this question, the Commission has 
issued a notice of proposed rule making inviting all interested parties includ- 
ing producers, gatherers, transmission companies, distributors, state commis- 
sions, municipalities, and representatives of consumer interests to submit their 
views to the Commission concerning principles and methods to be applied by 
it which could be used in regulating the price of natural gas sold by pro- 
ducers in interstate commerce for resale. Presumably such principles and 
methods could also be applied to gas produced by transmission companies.” 

It is in this context that Mississippi seeks, in effect, to impose a sanction 
upon United by excluding from its recoverable cost of service for the test 
period amounts paid by United to Union and to non-affiliated producers, by 
reason of United’s failure to put in evidence showing that Union and other 
producers have made filings pursuant to Commission Order 174~A, as amended. 
Mississippi asks that the Presiding Examiner take official notice of Union’s 
action against the Commission in the United States District Court for the 


32 The Commission's Uniform System of Accounts for Natural Gas Companies, among 
other things, requires all cost expense and revenue data submitted in support of filings 
be segregated and classified. The absence of accounting requirements suggests that the 
Commission’s Uniform System of Accounts in its present form is not readily applicable 
for use by an “independent producer” or by combination oil and gas producers and con- 
sequently could not be applied without revisions to companies subject to Order No. 174-A. 

33 In the Matter of El Paso Natural Gas Company, Opinion No. 278 (13 F. P. Cc. —, 
et seq.) 
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District of Columbia** and asserts that Union, and possibly other producers 
have failed to file a rate schedule pursuant to Commission Order No. 174-A, 
as amended. 

It may be that Union or other United suppliers may have become subject 
to the fines and penalties provisions of the Act by reason of their failure to 
file rate schedules under 174-A.55 However, whether such penalty provisions 
are or are not applicable to such producers, it does not follow therefrom that 
Mississippi or any other customer is entitled to have excluded from United’s 
cost of gas purchased for the test period gas purchased from a producer who 
has decided to litigate the question of the validity of the Commission’s order 
before complying therewith. Specifically it does not follow that if Union is 
unsuccessful at the end of the litigation it will not comply with the determina- 
tion made by the courts. The imposition of a sanction such as the exclusion 
from United’s recoverable cost of gas obtained from Union during the test 
period because of Union’s failure to file or because some other producer may 
have failed to file rate schedules for gas which it supplied to United finds 
no warrant in the law. In this connection, it may be pointed out that even 
in the absence of any filing under Order No. 174—-A, as amended, producers 
subject thereto may not under Section 7(b) of the Act abandon service to 
United without an order of the Commission. On the other hand, United 
eannot obtain natural gas without paying for it. 

There was no good ground for granting Mississippi’s application for a 
subpoena duces tecum addressed to a member of the Staff requiring him to 
compile a list of all United’s producers who had filed under Order No. 174—-A. 
The denial of such request did not, as Mississippi contends, deprive it of due 
process. 

As we have noted, one of Mississippi’s alternative approaches to price 
determination was stated as follows: “all of United’s gas purchase costs are 
subject to investigation, cross examination as to the justification for the precise 
volumes and prices used and to possible whole or partial disallowance.” 

(Italics supplied ) °¢ 

This approach, if adopted, would result in the institution of hundreds of rate 
cases which could not even be presented for a considerable period of time 
because the investigation, which would have to be conducted by the Commis- 
sion’s staff before institution of proceedings would necessarily be time con- 
suming and, of course, statutory notice to producers before instituting hear- 
ings would be imperative. If this course were followed, these proceedings 
would be prolonged for several additional years. By the time it was deter- 
mined which of United’s suppliers were subject to the Commission’s jurisdic- 
tion and what the rates of such suppliers should be, the rates charged by 
such suppliers in 1952 or 1953 would be of academic rather than functional 
value for purposes of rate determination. 

As United’s counsel stated in regard to this matter during the course of 
these hearings: 

I am not in disagreement with what Mr. McAllister said. I am not in 
disagreement with what the Examiner said, nor what Mr. Fletcher said 
about getting into 600 rate cases. We are not asking for that. We do 
not intend to do it, and I think it would be a foolish thing, and I think 

it is an illegal thing. 


34 The Presiding Examiner takes official notice of Union Producing Co. v. Federal Power 
Commission, 127 F. Supp. 88 D. C. 

35 It should be made clear that the Presiding Examiner is not attempting to express any 
opinion that such provisions are or are not applicable to Union or any other producer. 
86 Mississippi, Brief, P. 6. 
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Following this “concession” by Mississippi’s counsel Mississippi shifted the 
brunt of its attack from gas prices paid non-affiliated producers to prices 
paid Union. This matter was gone into at great length during the course of 
the hearings. 

The approach of counsel to the Commission to establishing the figure of 
$89,218,255 for cost of gas purchased may be summarized as follows: 

A properly qualified staff witness examined all contracts entered into be- 
tween United and Union, and between United and other producers and found 
out what prices United was paying for natural gas under such contracts as 
of December 31, 1953. The witness applied such prices to nornialized gas 
requirements for the test period and determined in his capacity as an 
accountant that United’s cost of gas purchased was $89,218,255.00. This 
figure of course included gas supplied to United by Union. 

The inclusion in cost of gas purchased of amounts of gas from Union at the 
price per Mcf paid by United is challenged by Mississippi as unjust, un- 
reasonable and unlawful, in part, for reasons already discussed. Mississippi 
also complained that while the Staff witness examined the contracts in ques- 
tion, he made no statement that he “considered such contract costs to be 
proper, fair, and reasonable.” The Staff claimed that the contracts and prices 
contained therein were examined critically and were not considered per- 
functorily or mechanically, as Mississippi claimed that they were. 

It may be pointed out that determination of whether the prices contained 
in United’s contracts with Union were “proper, fair, and reasonable” is u 
matter for the Presiding Examiner or the Commission to decide on the basis 
of the evidence presented, and not a matter for the witness to determine. 
This is not to say that contentions made by the parties, including the staff, 
with regard to the evidence or the law, are not entitled to consideration. They 
are, and they have been considered. 

The Staff claimed that the prices determined upon for gas purchased from 
Union which went into United’s cost of gas were founded upon substantial 
evidence. The evidence and legal considerations which the Staff considered 
applicable to prices of gas obtained from Union rested upon the relationship 
of such prices to prices paid to non-affiliated producers by United in the 
same districts. 

It will be noted that the Staff witness who testified with regard to this 
matter prepared certain exhibits (82-88 inclusive) which were received in 
evidence. Examination of the exhibits shows that on a comparative basis 
United’s gas purchase costs, insofar as gas obtained from Union is concerned, 
were not in excess of the prices paid in the same districts to non-affiliated 
producers, and on an overall basis were less than those paid by United to 
non-affiliated producers. In fact, the exhibits prepared by the Staff and intro- 
duced in evidence show that the weighted average price paid by United to its 
non-affiliated producers is substantially more than the average weighted price 
paid by United to Union, and this fact was not contradicted by any other 
evidence in the record. 

Evidence introduced by United’? shows that the average weighted prices 
paid by United to Union between 1948 and 1953 were lower than the average 
prices paid to non-affiliated producers, i.e., producers whose prices Mississippi 
does not challenge as being unfair, unjust or unreasonable. 

While it is true that United's contracts with Union were not reached as a 
result of arm’s length bargaining, the evidence presented shows that the prices 
contained in such contracts, when based upon objective standards unrelated 


37 See Exh. 161. 
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to the relationship between United and Union, were not above a level which 
Mississippi has conceded to be fair, just, and reasonable for others, i.e; prices 

paid by United to Union were not above prices reached between United and 

non-affiliated producers as a result of arm’s length bargaining. 

In its petition for rehearing filed November 23, 1954, following the issuance 
of Commission Opinion No. 277, Mississippi asserted that “The Commission 
erred in the use of the prices charged by Union Producing Company, an 
affiliate of United, for gas purchased from said affiliate, whereas the Com- 
mission should have determined the price that should be allowed in accordance 
with the principles established in the Panhandle decision (Opinion No. 269), 
and in refusing to determine the reasonableness of the prices paid by United 
to said affiliate and other producers.” 

There is no basis for concluding that if the Panhandle approach to price 
determination were applied here instead of the one that was adopted that 
there would be any reduction in the amount arrived at for gas obtained from 
Union. 

Despite Mississippi’s claim in its petition that the Panhandle approach to 
price determination should have been applied here, during the course of the 
hearing accorded the parties, one of Mississippi’s Counsel appeared to shift its 
position on this point, taking the view that while Panhandle exemplified a 
justifiable legal theory of pricing for a company which produced its own gas, 
it was not applicable in this case because two different companies were 
involved, i.e., United and Union, and “When you have contract relationships 
those contract relationships control.” Accordingly, it appeared that at the 
very same time Mississippi was arguing that “contract relationships control” 
it contended that they did not control because of the affiliations of the con- 
tracting parties. 

In the Panhandle case (Opinion No. 269) the Commission held that “ulti- 
mate public interest will be better served by permitting the pipe-line company 
to receive for the gas which it produces a price reflecting the weighted 
average arm’s length payments for natural gas in the fields (and sometimes 
from the same wells) where it is produced than through the application of the 
‘rate base’ method to this commodity.” 

Although price determination as effected in Panhandle was somewhat dif- 
ferent than the approach to price determination made by the Staff here, 
reference is made to Panhandle in this decision among other reasons because 
of Mississippi’s reliance upon the principles of that case and to point out, in 
addition, that Mississippi does not contend that the “rate base” approach to 
Union’s production should be applied here. Reference is also made to the 
Panhandle case because Mississippi’s statements in reference thereto demon- 
strate that it has accepted the basic principle of Panhandle, namely “that gas 
produced by a natural gas company had the same value as a commodity at 
the wellhead as gas produced by an independent producer, and that such 

value should be attributed to it in determining the rate to which the natural 
gas company was entitled for sales at distant points.”3% This principle which 
Mississippi has urged as being correct and which should be accepted here is 
applicable not only to pipe-line companies which produce their own gas, but 
to pipe-line companies which obtain gas from an affiliate with which it is 
under common control. 

It appears that both Mississippi and the staff accept the proposition that 
gas produced by a pipe-line company should be valued in analogous circum 


38 See In the Matter of El Paso Natural Gas Company, Opinion No. 278, (Mimeo. Bd. 
P. 5). 
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stances at the same price as gas obtained at competitive levels from inde- 
pendent producers. Moreover it appears despite protestations to the contrary 
that when Mississippi’s contentions are subjected to analysis its basic com- 
plaint is not that the principles of Panhandle should not be applied here but 
that the manner in which those principles were applied in these proceedings 
was improper, i.e., only the specific approach made in Panhandle (Opinion 
No. 269) may be used. The method of valuing gas employed in Panhandle if 
applied here would not serve to reduce cost of gas purchased and thus to 
reduce rates to Mississippi and consequently its objections on this score as to 
cost of gas purchased are without merit. 

The Presiding Examiner finds that cost of gas for the test period was 
$89,218,255.00. 

RATE BASE 


“For the most part Mississippi’s attack” on the case presented was directed 
to “(1) the cost of purchased gas used; (2) the applicability of the test 
year 1952, adjusted; and (3) the ‘rolled-in’ basis upon which the Staff’s cost 
allocation determined the same price of gas to be charged by United to 
Mississippi under United’s PL-2 and PL-3 rate schedules.’ 

The Presiding Examiner has found that calendar year 1952, adjusted for 
known causes was a lawful and proper test period and that the cost of pur- 
chased gas to United for the test period was $89,255,218. The problems 
relating to the allocation of United’s cost of service and form of rate to 
Mississippi will be dealt with hereinafter. 

The principal direct attack which can be said to have been made by Missis- 
sippi regarding the amount arrived at in the Staff's evidence concerning 
United’s rate base stemmed from Mississippi’s claims that calendar year 1952, 
as adjusted, was not a proper test period. It may be observed, in passing, 
that the acceptance of 1953 figures as prepared by United concerning rate base 
would have resulted in lowering the rate base and the failure to employ 1953 
data relating to rate base was not prejudicial to Mississippi.*° 

The effect of Commission Opinion No. 277 and accompanying order and 
the Commission’s order of December 2, 1954 was to require proof with regard 
to all material elements necessary to sustain any rate finally reached as fair, 
just, and reasonable for Mississippi including, among other things, proof 
regarding rate base. 

Evidence regarding rate base was presented principally by Staff witnesses 
Luttring and Rainwater.** Evidence concerning rate of return was presented 
by Staff witness Goubleman.42 United contended, comparatively early in the 
proceeding, that it was entitled to a higher rate of return than 6%, the rate 
claimed by the Staff to be just and reasonable. 

The evidence with regard to rate of return as presented by the Staff has 
persuaded the Presiding Examiner that a 6% rate of return is a fair and 
reasonable rate of return for United. Such proof will be discussed herein- 
after. 

Staff witness Luttring sponsored Exhibit No. 77—A entitled “Federal Power 
Commission—United Gas Pipe Line Company—Docket No. G—1142—Rate Base 
Investment and Annual Return, Year 1952.” This exhibit together with the 


39 Mississippi's brief, p. 72. 

40 Total net rate base investment in excluded Exhibit No. 99 for identification was 
claimed by United to be $320,395,413.00 and return was claimed at 6%% i.e., $21,626,- 
690.00. 

41 Rate base figures are contained in Exs. 77 and 77-A prepared by the Staff. 

42 Exhibit 81 sponsored by Staff witness Goubleman. 
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testimony of Staff witnesses reflects the results of an intensive investigation 
and study of United’s books, records and facilities. The exhibit also reflects 
an annual return at 6% for United. Schedules which are part of Exhibit 
No. 77-A show United’s rate base investment by districts, by areas, and by 
functions for year 1952, adjusted.*% 

Schedule 1 of Exhibit 77-A shows the amount claimed as net rate base 
investment by United in an application filed on June 24, 1952, in Docket No. 
G-—2210 and the amount which the Staff after investigation and consideration 
considered to be correct together with references to various schedules which 
explained the reasons for the differences between the Staff’s figures and those 
of United. Schedule 1 of Exhibit No. 77—-A is as follows: 


Exuisit 77-A—ScHEDULE I 
UNITED GAS PIPE LINE COMPANY 


Rate Base Investment and Annual Return—Year 1952 


Differences 
Per Com- 
Particulars panies Per F. P. C. | 

Schedule I staff Under References to 
page 1 of 2! (Over) | differences 
Company 





Gas, plant in service, gross | Schedule 2....| $346,054, 658 | $341,772, 658 | $4,282,000 | Schedule 6. 
plant. | 
Depreciation reserve.......| Schedule 2....| 55,128,711 | 56,067, 105 (938, 394)| Schedule 7. 


ial 
ie chet... " 290, 925,917 | 285, 705, 553 
Contributions in aid of con- 324, 303 324, 303 


struction 


290, 601,644 | 285,381,250 | 5, 220, 394 | 


6,858,801 | 5,102,478 | 1,756,323 | Schedule 8, 
297, 460,445 | 200,483,728 | 6,976, 717 











Working capital provided from 5, 102, 478 | 5, 102, 478 
75 percent of Federal income 
taxes. 





297, 460, 445 | 285, 381, 250 | 12,079, 195 








Account 100.5 gas plant requi- | Schedules 4 15, 307, 372 | 6, 024, 819 9, 282, 553 | Schedule 9. 
sition adjustments. d5 | 


Total rate base invest- 312, 767,817 | 291, 406,069 | 21,361,748 | Schedule 10. 
ment and return. 


Annual return: 
Company at 634 percent--- 21, 111, 828 
Staff at 6 percent | 




















1 Schedule I referred to herein is shown in application dated June 15, 1953, and filed with the Commission 
", Bubedale Er in application filed June 24, 1953, shows Federal income taxes computed by company in 
the sum of $13,189,843. Working capital supplied from this source would make allowance for working 
capital unnecessary. 

It will be observed that the figures presented by the Staff witnesses shrink 
United’s total rate base investment for the test period from $312,767,817.00 to 
$291,406,069.00, a reduction of more than 21 million dollars; and reduce the 
amount of annual return from $21,111,828.00 to $17,484,364.00. 

The differences between the claims of United, regarding rate base as 
asserted in its filings and the amounts which the Staff claimed were just 
and reasonable are largely explained in Schedules 6, 7, 8, and 9 of Exhibit 
No. 77-A. 


43 e.g., Schedules 2 and 3, Exhibit No. 77-A. 
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The differences may be summarized as follows: 

(1) The gas plant in service, gross plant, as shown by the company in its 
application in Docket G—2210 included an item to cover the construction of 
certain facilities to provide additional service of natural gas in United’s 
northern area. United filed an application for a certificate of public con- 
venience and necessity in Docket No. G—1951 to obtain authorization for such 
construction. The Commission found that United’s case was insufficient fo 
grant such certificate. The cost of such facilities was $4,282,000. This amount 
was deducted from United’s cost of service presentation and the Staff recom- 
mended its exclusion from United’s rate base. It is the Commission’s policy 
not to include in rate base determination uncertificated facilities (Exhibit 
No. 77—A, Schedule 6). 

(2) The depreciation reserve as presented in United’s filing amounted to 
$55,128,711. The Staff recommended an increase in the depreciation reserve 
by $938,394. The latter figure was arrived at as follows: 

Schedule A of the application filed June 24, 1953 in Docket G-2210 showed 
the following amounts claimed for annual depreciation expense for the 
year 1952: 


Depreciation per books $8,905,293 
Adjustment for rate purposes 


$11,104,348 


The accrued depreciation amounting to $55,128,711 used for rate purposes 
by United failed to consider the adjustment to annual depreciation expense in 
the sum of $2,199,055 after adjustment of $322,268, ($322,268 is arrived at by 
deducting $150,382 in depreciation attributable to investment in uncertificated 
facilities subject of G—1951, and $171,886, a reduction attributable to change 
in depreciation rates assigned to offshore facilities, ie., a total of $322,268) 
leaving a total of $1,876,788. Since the sum of $1,876,788 is provided in 
monthly amounts during the year 1952, the amount to be added to accrued 
depreciation for rate purposes should be % of $1,876,788 or $938,394 to reflect 
the simple average use of the plant (Exhibit No. 77-A, Schedule 7). 

(3) United represented that its working capital requirement was $6,858,801. 
If it had been considered proper to include working capital as part of the 
investment in United the Staff would have supported a claim in the amount 
of $5,102,478 or $1,756,323 less than that set forth by United. The $1,756,323 
was made up as follows: 

(A) $1,113,565 represents an adjustment downwards made by the Staff in 
connection with United’s Account No. 88. United’s Account No. 88 relates to 
general office materials and supplies. The amount claimed under this account 
was $4,211,820. Substantially all of the charges to this account represent pur- 
chases of pipe. This pipe was intended for use on new construction. Issues 
from Account No. 88 were charged to account 100.3 construction work in 
progress. At December 31, 1952, a substantial amount of the pipe charged to 
account 100.3 had been closed to gas plant in service. Materials and sup- 
plies of this character should have been carried as Construction Work in 
Progress. The Staff allowed $3,098,255, i.e., it recommended the reduction 
in this amount of $1,113,565. 

(B) An additional amount of $642,758 was eliminated from United’s claims 
concerning cash working capital. This figure was arrived at as follows: 

United included in the items used for determining cash working capital, 
royalties and hydrocarbons extracted, which are paid after collection of 
revenues from sale of products in the sum of $5,097,077. In addition, United 
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included as expenses in determining cash working capital operating expenses 
of $44,987 for operation of facilities to connect Phillips Block No. 28, an 
uncertificated facility. 

The total of these two items is $5,142,064.00. If the claim for working 
capital had been supported, it would have been on a basis of 124% of these 
items which amounts to $642,758. 

No part of the working capital requirements as claimed by Unitea, how- 
ever, was included. According to staff witnesses, working capital sufficient 
for the company’s operations can be provided from 75% of Federal Income 
Taxes. (Exhibit 77-A, Schedule 8) 

(4) Account 100.5 Gas Plant Acquisition Adjustments— 

The Company claimed as net investment in utility plant an excess over 
original cost (Account 100.5, Gas Plant Acquisition Adjustments) in the amount 
of $15,307,372, whereas the staff included for this item an amount of $6,024,819, 
which is a reduction of $9,282,553.00. 

The Company’s claim was based on including in the rate base the average 
of the beginning and ending book balances in Account 100.5, less the amortiza- 
tion reserve applicable thereto, for the year 1952. Since January 1, 1948, the 
Company has been amortizing its investment in gas plant acquisition adjust- 
ments (Account 100.5) over a period of fifteen years, ending with the year 
1962 pursuant to the Commission’s Order dated December 16, 1947. In 
accordance with this Order the Company has reduced the investment classified 
in Account 100.5 from $21,773,888 to $15,967,518 at January 1, 1952. Through 
application of monthly amortization accounts the latter amount was reduced 
to $14,647,226 at December 31, 1952. The amount of $15,307,372 by the Com- 
pany in the rate base was compiled by averaging the net balances of $15,967,518 
and $14,647,226. 

Under the Company’s approach claim was made for allowance in the rate 
base of the recorded amounts for gas plant acquisition adjustments; however, 
a Company witness testified that the recorded amounts represented ‘what 
remained on the books from substantially larger sums, the Company having 
written off a portion of the initial investment in 1947. The purport of the 
testimony of the witness was that the Company could have claimed a larger 
investment, had it chosen to do so. 

The approach of the staff to this problem was first to consider the amounts 
initially invested by the Company and its predecessors, which occurred during 
the years 1928 through 1931, through arm’s length transactions. The amounts 
determined to have been legitimately invested at dates of acquisition aggre- 
gated $24,233,094. After eliminating the amounts applicable to the Wichita 
Falls properties that were disposed of during 1952, the total to be considered 
ih the rate base was reduced to $19,067,460.53. The staff then proceeded to 
compute an amortization reserve requirement for the year 1952 applicable 
to each property acquisition on a straight-line basis using a life cycle begin- 
ning with actual date of original acquisition and ending in 1962, as of which 
date the Company is required by Commission Order to have completely amor- 
tized the cost. This computation had the effect of spreading the amortization 
of the Company’s investment over a period of approximately 33 years with 
annual amortization charges of $573,792 as compared with Company’s book 
accrual for 1952 of $1,320,292; moreover, the Staff’s method increased the 
reserve requirement at January 1, 1952 from the book balance of $5,806,370 
to $12,755,745, thus reducing the amount to be included in the rate base from 
$15,967,518, claimed by the Company, to $6,311,715. 

The Staff witness who made this study testified that he had had super- 
vision over the Staff’s original cost investigation of the Company’s property 
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made in 1947 and thus had intimate knowledge as to the appropriate amounts 
to be included as arm’s length costs in Account 100.5. He further testified that 
in his opinion the only equitable way to treat the costs in the rate base and 
in the cost of service was to spread them over the entire period of use of 
the facilities, namely, from dates of acquisition through 1962. While the 
Staff witness did not make an independent investigation to determine the 
consumer benefits resulting from the various acquisitions, he stated that he 
relied upon a study made by a Company witness who testified as to various 
rate reductions and other public benefits of integrating the acquired facilities 
with other properties. 

Under the specific circumstances of this case, the Examiner finds that it is 
appropriate to allow for gas plant acquisition adjustments (Account 100.5) 
in the rate base the amount of $6,024,819 as determined by the Staff. 

(5) The difference in Return Allowance of $3,627,464.00 is based upon the 
lesser rate base and lower rate of return recommended by the Staff. 

For the purposes of this proceeding, United has chosen not to challenge 
figures as to rate base as presented by the Staff. Mississippi has offered no 
evidence to controvert that presented by Staff witnesses, nor does it appear 
to contend that Staff’s figures are incorrect. 

The Presiding Examiner finds that the proper rate base upon which United 
is entitled to earn a fair rate of return is $291,406,069.00. 


RATE OF RETURN 


The standards and principles applicable to determination of a fair rate of 
return are authoritatively stated in the Bluefield and Hope Natural Gas 
Company® cases. 

In the Bluefield case the Supreme Court said: 


A public utility is entitled to such rates as will permit it to earn a 
return on the value of the property which it employs for the convenience 
of the public equal to that generally being made at the same time and in 
the same general part of the country on investments in other business 
undertakings which are attended by corresponding risks and uncertain- 
ties; but it has no constitutional right to profits such as are realized or 
anticipated in highly profitable enterprises or speculative ventures. The 
return should be reasonably sufficient to assure confidence in the financial 
soundness of the utility and should be adequate under efficient and eco- 
nomical management to maintain and support its credit and enable it to 
raise the money necessary for the proper discharge of its public duties. 
A rate of return may be reasonable at one time and become too high or 
too low by changes affecting opportunities for investment, the money 
market, and business conditions generally. 


The Supreme Court in the Hope case said: 


From the investor or company point of view it is important that there 
be enough revenue not only for operating expenses but also for the capital 
costs of the business. These include service on the debt and dividends on 
the stock. Cf. Chicago & Grand Trunk Ry. Co. v. Wellman, 143 U.S. 339, 
345-346. By that standard the return to the equity owner should be com- 
mensurate with returns on investments in other enterprises having cor- 
responding risks. That return moreover should be sufficient to assure 


44 Bluefield Water Works and Improvement Company v. Public Service Commission of 
West Virginia, 262 U.S. 679, 692. 


45 P.P.C. v. Hope Natural Gas Company, 320 U.S. 591, 603. 
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confidence in the financial integrity of the enterprise, so as to maintain its 
credit and attract capital. ‘See Missouri ex rel. Southwestern Bell ‘Tel. 
Co. v. Public Service Commission, 262 U.S. 276, 291 (Mr. Justice Brandeis 
concurring). 


In State Corp. Comm’n of Kansas v. Federal Power Commission, 206 F. 2d 
690, 721, the Court of Appeals pointed out: 


* * * that the rate of return, from the point of view of the investor, 
must be sufficient to assure a proper return to the investor and to main- 
tain the company credit and to attract capital * * *. 

That return, moreover, should be sufficient to assure confidence in the 
financial integrity of the enterprise, so as to maintain its credit and to 
attract capital. 


United, through Samuel Joseph, an expert witness, presented testimony on 
March 25, 1953, regarding rate of return. This witness prepared a rate of re- 
turn study and testified that in his opinion an “overall fair rate of return 
for United” was 6144%.** 

Testimony regarding rate of return was offered by Staff witness Goubleman, 
who prepared Exhibit No. 81, a rate of return study relating to United, 
dated June, 1954. This exhibit was received without objection. 

The witness concluded on the basis of his study that 6% was a fair rate 
of return to United. 

The witness’ study includes consideration of United’s capital structure, 
capital ratios and its overall cost of both debt and equity capital as well as 
detailed information and comprehensive statistics covering the financial mar- 
kets to determine investor requirements of return and yield on both debt 
securities and equity securities. In addition, Exhibit No. 81 includes informa- 
tion on bond yields and earnings price ratios. The record also contains 
evidence concerning United’s tremendous recoverable reserve, its highly diversi- 
fied and increasing markets and its very favorable position in the gas industry 
—factors which tend to reduce materially business risks in the enterprise. 

The record contains recent and pertinent information which has a bearing 
on fair rate of return for United which became available by reason of the 
marketing of debt securities of United Gas Corporation (United’s parent) in 
1952 and 1953 and the sale by Electric Bond and Share Company, through 
underwriters, of a fairly substantial block of United Gas Corporation common 
stock in December 1953. 

United Gas Corporation is subject to the Public Utility Holding Company 
Act of 1935 and its securities issues are subject to regulation by the Securities 
and Exchange Commission. United Gas Corporation holds all of United’s out- 
standing securities. 

United’s capital structure and capital ratios at the end of 1952 and 1953 
were as follows: 








j ] | | 
December | Percent } December | Percent 
31, 1952 | 31,1953 | 











| | 
| (000) (000) | 
Ns i oi int Dit ih ek en | $213, 328 66.4 $219, 599 | 64.6 
Common stock and surplus: | | 
EN tcl Sanchnteanubanekiunisinadbee, | 9,000 [.255.-.54.. WHS bess 


I a a 10, 062 | 33.6 12, 158 | 35.4 
iL Reet Abalone Miaka ASE dicts 


46 Subsequent thereto United and all customers, except Mississippi, agreed to a dispo- 
sition of the issues which in essence embodied a 6% rate of return. 














UNITED GAS PIPE LINE COMPANY 387 


The record shows that the foregoing ratios are comparable with those for 
eight natural gas companies having common stocks traded on an exchange* as 
well as with capital ratios of six other natural gas companies having common 
stock traded over the counter,*® as shown by the following: 


| Eight listed companies Six unlisted companies 


Debt Preferred | Common | Debt | Preferred | Common 
equity | | equity 


| | i 
| Percent | Percent Percent Percent | Percent | Percent 
December 31, 19 60 | g 39 66 12 22 
December 31, 1953 59 | | 33 66 | 13 21 





All of United’s outstanding securities, both equity and debt, were issued 
upon receiving Securities and Exchange Commission approval and are held 
by United Gas Corporation. Analysis of United Gas Corporation’s outstanding 
debt securities shows that the cost of debt money to United Gas is 3.44%. The 
outstanding bonds of United Gas are rated “A” and its debentures are rated 
“Baa” by Moody’s Service. Standard & Poor’s Bond Guide for March 1935 
shows that at the end of February 1955, the bonds were selling to yield be- 
tween 2.90% and 3.25%; the debentures 3.48%. 

Exhibit No. 81 shows that since 1945 some 33 issues of debt securities rated 
“A” and “Baa” by Moody’s have been sold publicly by natural gas companies 
at an average cost of 3.44%, and during the first six months of 1954 such 
issues average 3.39%. 

In view of these facts and the other record facts herein the Presiding 
Examiner finds that a proper rate to assign to United’s debt is 3.44%, which 
represents the cost of debt money to United’s parent, United Gas Corporation. 

Market quotations not being available for United’s common stock, it is neces- 
sary and appropriate to consider investors’ requirements in common stock of 
natural gas companies engaged in the transportation and sale of natural gas 
and in the common stock of United Gas Corporation.” 

We have discussed United’s vast operations and business hereinabove, the 
relationship of United and Union to United Gas, the large and extensive mar- 
ket which United serves, its tremendous reserves, and its highly diversified 
and expanding markets. It appears that United’s highly favored position in 
the gas industry tends to reduce investment risk in the enterprise. 

We now turn to a consideration of earnings-price ratios for United vis-a-vis 
other natural gas companies. 

The averages of the monthly earnings-price ratios for the eight natural gas 
companies having their common stocks listed on an exchange and for the six 
natural gas companies having unlisted common stock and for United Gas 
Corporation for the year 1948 through June 1954 are as follows: 


47 Consoliated Gas Utilities Corporation, El Paso Natural Gas Company, Lone Star Gas 
Company. Mississippi River Fuel Corporation, Mountain Fuel Supply Company, Northern 
Natural Gas Company, Panhandle Eastern Pipe Line Company and Southern Natural Gas 
Company. 

48 Colorado Interstate Gas Company, Tennessee Gas Transmission Company, Texas East- 
ern Transmission Corporation, Texas Gas Transmission Corporation, Texas Illinois Natural 
Gas Pipeline Company, and Transcontinental Gas Pipe Line Corporation. 

49 Cf. Natural Gas Pipeline Co., Docket No. G—2302, order issued April 1, 1955, supra, 
Pp. 212. 
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Earnings-price ratios (percent) 


The eight listed companies 
The six unlisted companies 
United Gas Corporation 


The Staff contends that a 6% rate of return should be applied here, point- 
ing out that such return is sufficiently in excess of the cost of capital as “to 
attract additional capital as required on most favorable terms”. It is urged 
that 6% will meet lawful standards as defined by Federal Power Commission 
v. Hope Natural Gas Company (supra). 

A 6% rate of return would allow United a rate of 10.68% on common 
equity.®° 

It may be said that while the Commission has avoided an inflexible formula 
in arriving at rate of return, the cost of capital type of evidence has been 
given very heavy weight in its findings and orders. In general, rate of return 
is compensation for interest, risk, and the costs connected with marketing 
securities and raising capital. In ultimate analysis, the percentage represented 
by rate of return is a matter of judgment and the level at which such rate 
should be placed is an amount which will yield a reasonable annual return 
to those who have capital invested in the enterprise. 

The Presiding Examiner finds that a rate of return of 6% on the rate base 
of $291,406,069, i.e., $17,484,364, is a fair, just, and reasonable return to 
United. 

It has been pointed out that United has not adopted the Staff witness’ 
testimony regarding rate of return or Exhibit No. 81. 

It does not follow from this that United is not entitled to have a fair rate 
of return on its rate base. In Docket No. G—1142 the Staff is charged with 
the duty to investigate United’s operations and to establish fair and reasonable 
rates, if the rates extant were not fair and reasonable. To carry out the 
duties imposed upon it, the Staff made a study of a proper rate of return 
for United. The Commission, the Presiding Examiner, and all parties are 
entitled to the benefits of the Staff’s investigations of United in Docket No. 
G-—1142. This investigation necessarily involved consideration of a fair rate 
of return for United. 

It would be unlawful to deprive any natural gas company subject to the 
Commission’s jurisdiction of a fair rate of return, and the suggestion that 
United not receive such return because it did not adopt the Staff witness’ 
testimony regarding rate of return is without merit. 


UNITED'S COST OF SERVICE 


The principal Staff witnesses who testified concerning United’s cost of service 
were Luttring and Epperson and their qualifications have not been put in 
issue. It may be noted that such dispute as exists between Mississippi on 
the one hand and United and the Staff on the other hand, insofar as overall 
cost of service for United is concerned, has centered principally on two issues, 
namely, test period and cost of gas purchased. Both issues have been the 


50 Debt 64.6% at 3.44% equals 2.22% 
Common Equity 35.4% at 10.68% equals 3.78 


6.00% 
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subject of extended discussion hereinabove and the Presiding Examiner has 
made findings regarding such matters. 

Various exhibits prepared by Luttring and Epperson and witnesses for 
United relating to cost of gas purchased have been received in evidence. In 
addition, Exhibit No. 77-B, an exhibit prepared by Luttring, was received in 
evidence. Exhibit No. 77-B is a study of United’s cost of service by areas 
and system-wide, including return at 6% for the year 1952, as adjusted. 

Schedule 1 of Exhibit No. 77—-B shows the cost of service system-wide which 
the Staff contends is lawful and proper in the first column, and the cost of 
service in the second column as claimed by United in its filing which was 
suspended in part in Docket No. G-2210 made on June 24, 1953. The third 
column shows the difference between the Staff’s and United’s figures and the 
last column contains references to various schedules supporting the various 
items in the Staff’s cost of service statement. 

The cost of service statement is broken down to show the account classifica-~ 
tions adopted in the Commission’s code of accounts. 

Schedule 1 of Exhibit 77—B is as follows: 
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United Gas Pipe Line Company 
Cost of Service—System Wide Including Return at 6%—Year 1952 Adjusted 


Compan 
| F. P.C, staff! | 


Differences 
schedule coinpany 
} | over (under) | 
a tal ie tk 


| (Schedule 2) | 
|$89, 218, 255. 00 |$92, 424, 198.00 |$3, 205, 943. 00 


1, 330, 144.08 | 1, 287, 122.00 


Reference to 
differences 


Purchased gas 
Operating expenses: 
Natural gas gathering 


Schedule 3. 
| 
(43, 022. 00) 


Products extraction 


Distribution 


Customers’ accounting and collecting. 
Sales promotion.................... 
Administrative and general 


Other gas revenues 


Depreciation 


Amortization of gas plant acquisition ad- 


justment 
Taxes: 


6, 534, 174. 90 
7, 053, 537. 33 
543, 056. 56 
346, 344. 52 
643, 031. 22 
5, 097, 239. 45 


6, 506, 806. 00 
6, 910, 253. 00 
526, 176. 00 
339, 013. 00 
637, 613. 00 
4, 915, 308. 00 


(27, 369. 00) 
(143, 284. 00) 
(16, 881. 00) 

(7, 332. 00) 


(181, 931. 00) 


(5, 418. 00) | 





21, 547, 528. 06 


21, 122, 291. 00 


(425, 237. 00) 





| (1, 094, 181. 12) 


6, 235, 605. 00 
200, 000. 00 
6, 998, 986. 00 


17, 484, 364.00 


11, 104, 348. 00 
1, 320, 292. 00 


| 6,435, 718.00 
345, 956. 00 
13, 189, 843. 00 


21, 111, 828.00 


(1, 094, 181. 00) |. 





Schedule 4. 


Schedule 5. 
Schedule 6. 


Schedule 7. 
| Schedule 8. 
\fSee Exhibit 77A. 
|\Sehedule 10. 


_..|151, 946, 429. 23 |165, 960, 293. 00 |14, 013, 864. 00 | 
| (8, 317, 524.00)! (8, 317, 524. 00) 











Sales of products extracted 








Total cost of service |248, 628, 905. 23 |157, 642, 769. 00 j14, 013, 864. 00 


1 Operating expenses reflected by staff includes adjustment for wage increase effective basalt 1, 1953. 
2 Schedule J is reflected in application filed June 24, 1953 under Docket No G-2210. 


A “breakdown” of United’s costs for its Southern and Northern areas is 
included in Exhibit No. 77-B. A “breakdown” of the Southern and Northern 
area costs by operating districts was supplied to Commission engineers for use 
in allocation of costs. Exhibit No. 78-A reflects this breakdown. 

The total cost of service for United during the test period according to 
the Staff was $143,628,905.23. The adjustments proposed by the Staff, if 
accepted as correct, will result in reducing the claims made by United in its 
filing in Docket No. G—2210 by $14,013,864. 
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The largest adjustments in cost of service recommended by the Staff relate 
to purchased gas expense, depreciation, amortization of gas plant acquisition 
adjustment, taxes, and return allowance. In addition an adjustment was 
recommended by the Staff to reflect for the full year a wage increase granted 
by United on August 1, 1953. 

Exhibit No. 77-B, Schedule 3, sets forth the reasons as testified to by Staff 
witness Luttring for reducing the amount of purchased gas expense claimed 
by United by $3,205,943. 

This difference is due principally to the use of estimated prices by the 
Company which subsequently proved in excess of the actual prices paid for 
anticipated new supplies. 

Purchased gas costs determined by the Staff for the year 1952 are based on 
actual contract prices in June 1954 which were applied to the volumes esti- 
mated to reflect the adjusted or normalized gas requirements for the year 
1952.51 

It may be observed that in the cost of purchased gas there may have been 
included $33,000 representing price increases made after December 31, 1953.5? 
If the $33,000 were disallowed as part of United’s cost of gas purchased, the 
amount is so small it would not affect the rates finally determined. 

The cost of gas purchased was determined for the purposes of these pro- 
ceedings on the basis of actual prices as at December 31, 1953. Mississippi's 
brief (page 12) pointed out that “Actually most of the Staff’s purchased 
gas costs are based on the results of 1953 operations (Exhibit Nos. 83, 84, 
84—A, 84-B, 85, 85-A, 85-B, 86, 86-A, 87 and 88).” 

Schedule 4 of Exhibit No. 77-B relates to an adjustment for a wage increase 
granted by United on August 1, 1953, resulting in an increase in operating 
expenses applicable to the test period amounting to $425,237. 

Schedule 5 of Exhibit No. 77-B explains a decrease in the sum of $322,268 in 
depreciation expenses recommended by the Staff. This decrease is based 
upon (1) a recommended removal from investment of proposed facilities to 
connect Phillips’ Block 28 to Kent Bayou junction and (2) a recommended 
reduction from 10.00% to 6.64% in depreciation rates assigned to certain off- 
shore facilities. 

Schedule 6 of Exhibit No. 77-B relates to the differences between the Staff 
and United regarding Amortization of Gas Plant Acquisition Adjustment, 
Account 100.5. 

As previously discussed in connection with the rate base, the Staff made a 
study of the Company’s legitimate investment in excess of original cost 
(Account 100.5) applicable to acquired properties and included in the rate 
base $6,024,819. In arriving at this amount a reserve requirement as of 1952 
was computed using lives from dates of acquisition to 1962 of approximately 
33 years on the average. On this basis the annual amortization provision 
was found to be $573,792. 

As has been found, supra, it is appropriate under the special circumstances 
of this case to include in the rate base the remaining legitimate net invest- 
ment of $6,024,819. Likewise it is proper to include in the cost of service 
the annual amortization provision of $573,792. 

The Staff supported a claim for $200,000 for State income taxes rather than 
the $345,956 claimed in United’s June 24, 1953 filing. The difference was due 


51 Exhibit No. 77-B, Schedule 3. 

52 Hxhibit Nos. 82-88 indicate that the prices for cost of gas purchased were as of 
December 31, 1953. However, the testimony of the witness Luttring indicates the possi- 
bility that $33,000 of additional costs was included for price increases after December 31, 
1953. 
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to United’s claim of a higher investment in gas plant acquisition adjustments 
than that recommended by the Staff as proper, United’s claim of annual amor- 
tization of gas plant acquisition adjustments being $746,500 in excess of that 
recommended by the Staff, United’s claim of return allowance at the rate of 
634% while the Staff recommended 6%, United’s claim as to working capital, 
and United’s claimed investment in unauthorized facilities. All of these claims 
had an effect on the net taxable income—the higher the income, the higher 
the tax. The recommended changes if accepted as correct will reduce the 
amount of State income tax by $145,956 (Exhibit No. 77—B, Schedule 7). 

United in its filing in Docket No. G-—2210 set forth a claim for Federal 
income taxes in the amount of $21,111,828. The amount properly payable for 
Federal income taxes is, of course, affected by all the elements referred to in 
Schedule 7 of Exhibit No. 77-B. The Staff has recommended a reduction 
of $6,190,857 in the amount allowed for Federal income taxes for the reasons 
mentioned and because of the reduced income available, assuming a 6% return 
on investment rate base instead of a 6%% return, giving due effect to a 
consolidated tax return. 

We have considered reduction in return an allowance heretofore. 

The facts regarding cost of service as presented by the Staff have not been 
rebutted by any evidence produced by Mississippi. The difference between 
the conclusions reached by the parties is due primarily to a conflict regarding 
the law applicable to the facts presented. The Presiding Examiner finds 
that United’s total cost of service for the test period was $143,628,905.23. 

The Presiding Examiner also finds that United's cost of service as shown in 
column 1 of Exhibit No. 77-B correctly reflects the elements resulting in the 
total cost of service of $143,628,905.23. 


COST ALLOCATION 


A cost of service study was presented in Exhibit No. T7-B which has been 
discussed hereinabove together with the testimony relating thereto. This eost 
of service study was developed by districts, by areas, by zones’ and system-wide: 

Evidence regarding cost allocation was presented by Staff witness.’ Steck- 
well who sponsored Exhibit No. 78—A, a cost allocation study. His testiniény 
and the exhibit sponsored by him were adopted by United. 

Sheet No. 1, lines 1 to 11 of Exhibit No. 78—A, is a summary of allocations 
for the following four cost areas which comprise the interconnected system 
of United, viz., (1) Southwest area; (2) New Orleans 5 and 6; (3) Central 
Rate Zone; and (4) Jackson District, exclusive of Northwest Mississippi.5% 

The four divisions used in this cost allocation represent four separate gas 
producing areas. The system as operated supports this area division. 

Exhibit No. 78—-A, in one sense, is actually four allocations which, when 
completed and summarized, represents the allocation of cost of service for the 
entire United system exclusive of Northwest Mississippi and Wichita Falls. 

United’s Northern area consists of the Central rate zone and Jackson district, 
exclusive of Northwest Mississippi. Central rate zone includes United's 
Dallas, Shreveport, and Monroe operating districts. The Southern area con- 
sists of Southwest area and the New Orleans 5 and New Orleans 6 area. 

The total cost of service of the entire system (excluding northwest Missis- 
sippi but including operating districts known as Dallas, Shreveport, Monroe, 
Jackson, San Antonio, Houston, Beaumont, Southwest Louisiana, New Orleans 


53 Exhibit No. 78-A excludes cost areas referred to as Wichita Falls and Northwest 
Mississippi since these two areas are not connected with the balance of the system. 
54 See Exhibit No. 78-A, Sheets 1 to 11, inclusive. 
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5 and 6) is $142,933,987 with related revenues of $134,051,924 for year 1952, 
adjusted, showing a deficit of $8,881,163.55 

Exhibit No. 78—-A, Sheet 1, lines 12 to 25, shows costs, revenues, and related 
data applying to sales for resale and transportation for others in the Northern 
area, i.e., Dallas, Shreveport, Monroe, and Jackson districts, exclusive of north- 
west Mississippi. The Northern area shows a total cost of service for sales 
for resale and transportation for others of $74,412,222 and related revenues 
of $70,353,224, i.e., a deficiency of $4,058,998. 

Sales in the Southern area were intrastate during the test period, except for 
a few small sales in the northern part of Beaumont district, and these were 
not shown separately. 

Exhibit No. 78-A, Sheet No. 2, shows a total cost of service in the Jackson 
district of $43,709,111 and related revenues of $45,588,676, i.e, an excess of 
$1,879,565.5¢ 

Sheet No. 8 of Exhibit No. 78—-A, among other things, contains a comparison 
of the cost of service with revenues in the Central Rate Zone, i.e., the Dallas, 
Shreveport and Monroe operating districts. Total cost of service shown is 
$49,176,619 and total related revenue shown is $39,989,327 or a deficiency of 
$9,187,292.57 

Sheet No. 15 of Exhibit 78-A shows a total cost of service of $9,284,698 and 
related revenues of $7,734,510 for United’s operating districts designated as 
New Orleans 5 and New Orleans 6.5% 

Sheet No. 21 of Exhibit No. 78-A relates to United’s Southwest area which 
includes the San Antonio, Houston, Beaumont and Southwest Louisiana 
operating districts and shows a total cost of service for this area of $40,762,664 
and related revenues of $40,739,411.59 

Exhibit No. 78-A includes an allocation of United’s cost of service between 
jurisdictional and non-jurisdictional sales. Such allocation study also includes 
an allocation of the cost of service for each class of service in each zone. 

Stockwell testified that his “allocation of costs to all groups follows the 
procedure and methods set out in Commission Opinion No. 225, Docket No. 
G-1384, Atlantic Seaboard and others . . .”6 

The Staff’s allocation methods and procedures are the subject of a general 
challenge by Mississippi, and accordingly such methods and procedures will 
be considered and discussed herein. 

Stockwell pointed out that pages 9 to 14 inclusive of Exhibit No. 78-A 
contained the allocation details relating to the Central Rate Zone and were 
exempletive of “all problems and employs all the methods used in the cost 
allocation of the other groups as well as containing some special problems 
that are not found in other groups.” 

The witness testified in very considerable detail regarding the methods and 
allocation procedures which he employed. In making his allocations the wit- 
ness testified that he distributed the cost of service to functional divisions, i.e., 
production (gathering) and transmission and that such costs were then classi- 
fied between demand and commodity. The classifications between such func- 
tions and the percentages allocated by the witness as between demand and 


55 Sheet 1, Exhibit No. 78-A. 

56 Sheets 3 to 7 of Exhibit No. 78-A contain data to support figures shown on Sheet 2. 

57 Sheets 9 to 14 of Exhibit No. 78-A contain supporting data related to Sheet No. 8. 

58 Sheets 16 to 20 of Exhibit No. 78-A contain data related to Sheet 15. 

59 Sheets 22 to 25 of Exhibit No. 78-A contain data related to Sheet 21. 

60 A study of Stockwell’s testimony and Exhibit No. 78-A leads the Presiding Examiner 
to the conclusion that the allocation made here did in fact follow the procedures and 
methods set out in Commission Opinion No. 225. 
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commodity are wholly consistent with those approved by the Commission in 
recent opinions.“1 Following the aforesaid classification of costs, the witness 
allocated costs to each of the classes of jurisdictional and non-jurisdictional 
business according to system uses on peak and annual volumes during the 
test year. A comparison was then made between the cost of service and the 
revenues derived from each class of service to determine the responsibility of 
each class of service for any deficiencies or excess in revenues as compared 
with cost. 

Generally speaking, the method employed by the Staff witness to reach a 
conclusion as to the burden which should be shared by customers, such as 
Mississippi, purchasing gas from United in the Central Rate Zone was to take 
over-all cost of facilities, cost of purchased gas, and other major items of cost 
for such zone and then to allocate such costs to customers in the Central 
Rate Zone in accordance with the natural gas obtained from United in such 
zone on a commodity-demand basis without making individual calculations for 
each customer in such zone on the basis of the distance from the source of the 
gas, or on the basis of segregated facilities. However, in order to obtain a 
eost allocation for United’s three transportation customers in the Central 
Rate Zone,®? it was necessary, according to Stockwell, to make an allocation 
on a “weighted average” demand mile and commodity mile basis. The sole 
purpose of the witness in making an allocation on such basis was to ascertain 
the average cost of transportation service. The approach employed by the 
witness to allocate transportation costs (ie., an approach involving measure- 
ment of the length of facilities and assumptions as to specific sources and 
destinations of gas) is wholly inapplicable to any other allocation or for any 
other purpose in this proceeding. In this connection, it may be pointed out 
that had it not been necessary to determine costs for United’s three transpor- 
tation customers, no study of any kind would have been made on a demand 
mile or commodity mile basis. This is shown by the fact that no such study 
was made for United’s Jackson district, because no transportation service was 
rendered in that district, although sales were also made therein to pipe line 
company customers. It thus appears that the assumptions made by the 
witness in this allocation relating to specific facilities and sources were 
limited to the purposes to which this particular allocation was addressed, and 
that the only purpose of making assumptions concerning such facilities and 
sources was to accumulate the total demand miles and commodity miles in 
United’s Central Rate Zone of all gas transmitted for any purpose so that 
costs allocable to the transportation customers could be determined on a 
mileage basis and separated from the total transportation costs. 

Since the issuance of the Commission’s opinion in Docket No. G—1447, 10 
F.P.C. 35, Mississippi has been billed under two separate rate schedules, 
referred to following the filing of the conversion tariff as Rate Schedules 
PL-2 and PL-3. 

The Staff contends, supported by United, that these two rate schedules 
should be abolished because they are unjust, unreasonable and discriminatory 
and that a single “rolled-in” rate schedule for service to pipe line customers 
of United in the Central Rate Zone should be adopted in their stead. 


61 Atlantic Seaboard Corp., Opinion No. 225, 11 F.P.C. 43, 55; Northern Natural Gas 
Co., Opinion No. 228, 11 F. P. C. 123, 137; Colorado Interstate Gas Co., Opinion No. 235, 
11 F. P. C. 324, 350; United Fuel Gas Co., Opinion No. 258, 12 F. P. C. 251, 272; Pan- 
handle Eastern Pipe Line Co., Opinion No. 269 (Mimeo ed. pp. 87-96) ; El Paso Natural 
Gas Co., Opinion No. 278 (Mimeo ed. pp. 40—54). 

62 Southern Natural Gas Company, Tennessee Gas Transmission Company and Texas 
Eastern Transmission Corporation. 
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The Staff’s position which is supported by United is that (1) since United’s 
properties are intercorinected and are completely integrated and are used 
commonly for all customers there is no reason and no basis for allocating 
specific facilities, property or gas supplies to specific customers within a desig- 
nated rate zone, and (2) since gas received by Mississippi is general system 
gas it should not be allocated into specific segments for use by specific cus- 
tomers. Moreover, the Staff contends that the gas received by Mississippi from 
United is not capable of identification as coming from any specific part of 
United’s extremely widespread sources of supply. 

Based on these major premises counsel for the Staff, supported by United, 
urge the establishment of a rolled-in rate to be made applicable to deliveries 
to Mississippi and all other pipe line customers in the Central Rate Zone 
because all such pipe line customers are similarly situated, and all should 
enjoy equal treatment in the form of uniform rates with special preferences 
or privileges for none. 

Mississippi claims that a cost allocation based on specific facilities and 
specific sources of gas is the only lawful way to reach just and reasonable 
rates which could be made applicable to it, and it further asserts that such 
specific facilities and specifically identifiable gas are capable of separate 
admeasurement and further that “pursuant to the terms of its gas purchase 
contracts with United (which have not been abrogated in these proceedings) 
Mississippi has a positive preemptive right to deliveries of gas by United 
from these fields.’’6% 

The arguments made by Mississippi make clear that it considers that the 
facilities through which service was made to Mississippi prior to the construc- 
tion of the G-—1447 facilities are dedicated to deliveries made under Rate 
Schedule PL-3 and that the facilities authorized pursuant to Docket No. 
G-—1447 are dedicated to deliveries made under Rate Schedule PL-2. 

A reading of the Commission’s opinion in Docket No. G—1447, 10 F.P.C. 35, 
particularly the parts thereof devoted to a discussion of the purposes for 
which the facilities in question were being authorized, makes it exceedingly 
elear that the G—1447 facilities were constructed for general system purposes. 
The Commission’s opinion is replete with references to the general objectives 
for. which the facilities were being authorized and we have quoted the Com- 
mission on this matter hereinbefore. 

The testimony presented in the instant proceedings has shown clearly that 
United operates a completely integrated natural gas system; that all of its 
gas resources both from non-affiliated producers and from Union form a 
common pool for all the customers of United’s system. Dillingham, United’s 
General Superintendent, who had thorough knowledge of United’s operations, 
testified that prior to the receipt by Mississippi of gas from United, it was 
commingled and it was not possible to tell whether gas received by Mississippi 
came from the area of the Gulf Coast in Texas, or Carthage, or any other part 
of United’s system. 

United’s G—1447 facilities are not dedicated solely to PL-2 deliveries; they 
are general system facilities, and Mississippi’s contentions to the contrary 
are unfounded. 

The problem whether the Staff’s and United’s contentions or whether Missis- 
sippi’s conflicting contentions on this point should be sustained presents two 
questions, the first being whether the allocations contended for by Mississippi 
should be made as a matter of sound rate making practice and the second 
whether such allocations could validly be made in the light of the physical 
facts of United’s operations. 


63 Mississippi's brief, p. 48. See also p. 52. 
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United has hundreds of customers including approximately 200 jurisdictional 
customers. It is in this context that Mississippi contends that United’s rates 
as applied to it should be based on allocations of specific facilities, and a sepa- 
ration of United’s gas sources into at least two segments, one of which should 
be allocated to Mississippi because it has preemptive rights to sources in 
certain fields. 

It should be observed first that if Mississippi’s theory is correct, namely, 
that allocations should be made based on specific use of utility property by a 
specific customer, then such an allocation should be made for each of United’s 
jurisdictional customers. 

It is quite obvious that it would be impracticable to attempt to make rates 
on an individual basis for each of the approximately 200 jurisdictional cus- 
tomers of United. It has not been Commission practice to make allocations 
based on specific use of utility property by specific customers. 

Were the Commission to attempt to make rates on an individual basis for all 
of United’s jurisdictional customers, the time consumed in conducting hearings 
in rate cases involving large pipe-line companies would be so lengthened that 
grave injustice would result. Fairness does not require an agency to attempt 
the impractical or to undertake a solution of rate making problems upon a 
basis which would make the proceedings so drawn out that injustice would 
be inevitable. 

This is not to say that rates to individual customers are not entitled to 
reasonable consideration, but such consideration must be made in relation to 
the operation of a utility as a whole and in relation to the service area, zone, 
and classification in which the customer finds himself. ‘The method followed 
by the Staff in making cost allocations here was not unusual in any respect 
while that suggested by Mississippi is highly unusual. 

Cost of service studies for specific customers have not been required by 
regulatory agencies in proceedings where a general revenue increase was sought 
except in extraordinary situations and there is nothing extraordinary about 
the situation under consideration here. The Illinois Supreme Court sustained 
the Illinois Commission in refusing to require such studies for a consideration 
of a rate increase even in a proceeding which involved specific rate schedules 
rather than a general revenue increase. Produce Terminal Corp. v. Illinois 
Commerce Comm’n, 414 Ill. 582, 112 N.E. 2d 141 (1953). The Superior Court 
of Pennsylvania sustained the refusal of the Pennsylvania commission to 
require cost allocation studies under a statutory prohibition: of unreasonable 
discrimination similar to Illinois. City of Pittsburgh v. Pennsylvania Public 
Utility Commission, 171 Pa. Super. 187, 90 A 2d 607, 621 (1952). 

It may also be noted that “A cost of service study was requested of United” 
in Docket No. G—1447. “United contended that its system was so integrated 
that it was impossible for it to make a cost of service study for any particular 
customer.”6 United has never deviated from this position and the facts as 
developed show that United’s contention was correct. 

Mississippi, on the other hand, contends that “in view of its historical back- 
ground and contract rights it is entitled to a continuance of its present ‘old’ 
contract requirements at a separate lower rate to reflect the different source, 
cost and supply of this northeast Texas and northern Louisiana gas as con- 


64 Cf. In the Matters of Northern Natural Gas Company, Opinion No. 268 (mimeo. ed. 
p. 29); Im the Matter of El Paso Natural Gas Company, Opinion No. 278 (mimeo. ed. p. 
42, et seq.). 

6510 FPC 35, p. 72. 
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trasted to the source, cost and supply of United’s ‘new’ Gulf Coast gas 
delivered via its newly certificated G—1447 facilities.’’® 

Mississippi relies heavily on certain contracts which it entered into with 
predecessor companies of United which were supplemented and modified by 
later contracts entered into with United prior to the construction of the 
G-1447 facilities. Mississippi claims that it has a “positive preemptive right 
to deliveries of gas by United from these fields”, referring specifically to 
Rodessa field in Cass County, Texas, and Caddo Parish, Louisiana, the Sugar 
Creek field in Webster Parish, Louisiana, and the Carthage field in Texas. 

Mississippi calls attention to a 1945 modification of certain earlier contracts 
which it had entered upon with predecessor companies of United (Item R, 
Supplement September 7, 1945, Article 6).°%* According to this modification 
Mississippi had the right to demand that United deliver such additional sup- 
plies of gas as Mississippi desired to buy—apparently without limitation as to 
amount. There is no reference in the amendment to specific fields and the 
general character of the demand which Mississippi claims it had the right to 
make upon United is indicative of an intention between the parties to assure 
availability of gas for Mississippi rather than to delineate specific sources 
from which the gas was to be obtained. 

It may also be observed that if Mississippi really believed that the 1945 
contract gave it additional.or “preemptive” rights to “old” or “cheap” gas in 
the Carthage field of Texas, it seems rather odd that it supported United's 
application for a certificate in Docket No. G—1447 so that it could buy “new” 
or “high priced” gas instead. 

The term “pre-emptive right” imports a right to the exclusion of others, iL.e., 
Mississippi claims to have a preferred position above all other customers of 
United to specified resources of the latter. 

If Mississippi ever had a preemptive right such as it claims, the exercise 
of such right should not be permitted because it would involve an unjust 
preference and would be discriminatory in its effect upon United’s customers. 
A rate based upon a contract creating such a preemptive right would be 
against the public interest. On the facts in this case, the Presiding Examiner 
finds that two rates in the Central Rate Zone based on separate contracts 
for the “old” and “new” gas would not be in the public interest and should 
not be continued.®& 


As Judge Cardozo put it in Postal Telegraph-Cable Co. v. Associated Press, 
127 N.E. 256, 257: 


I think the plaintiff. cannot justify discrimination among customers by 
dividing contracts between new and old, and applying a different rate to 
each. The law says that under iike conditions of service, charges shall be 
equal ** * 


The views expressed by Judge Cardozo were cited with approval by the 
Supreme Court in ICC v. United States, 289 U.S. 385, 389. 

In State v. Mead Corporation, 238 N.C. 451, 78 S.E. 2d 290, 298, the 
Supreme Court of North Carolina held that “The obligation of a public service 
corporation to serve impartially and without unjust discrimination is funda- 
mental * * * There must be substantial differences in service or conditions to 
justify difference in rates. There must be no unreasonable discrimination 


66 Mississippi’s brief, p. 52. 
67 Mississippi's brief, p. 67. 
68 “Mississippi concedes [at p. 52 of its brief] that ‘if after a proper proceeding the Com- 


mission found the contract rate to be against the public interest it could modify it or set 
it aside entirely’ (215 F. 2d 885).” 
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between those receiving the same kind and degree of service. Hoerner v. 
Ozford Water ¢ Electric Co., 153 N.C. 535, 69 S.E. 607; Postal Telegraph 
Cable Co. v. Associated Press, 228 N.Y. 370, 127 N.E. 256.” 

To permit Mississippi to have two rates based allegedly on historical contract 
relationships between United and Mississippi without regard to the rights of 
other customers in the same class, receiving the same service, in the same 
rate zone would amount to unlawful discrimination against such customers. 

Mississippi devoted several pages of its brief to a discussion of the Presiding 
Hxaminer’s decision Jn the Matter of Natural Gas Pipeline Company of 
America, Docket No. G—1697, to support its claim to two separate rates in the 
instant proceeding but omitted any reference in its discussion of this matter 
to the order affirming with modifications the Presiding Examiner’s decision 
in which the Commission explained that its determination in Natural Gas 
Pipeline was not to be considered a deviation from the principals enunciated 
In the Matter of Trunkline Gas Supply Company, Docket No. G—882, 8 FPC 
250 (1949). 

The Trunkline case involved an application for authority to construct facili- 
ties having a daily capacity of 250,000 Mcf and to deliver such volume of gas 
to Northern Natural Gas Company, and the Commission applied a “rolled- 
in” rate in this proceeding. The Commission, in distinguishing the Natural 
Gas Pipeline case from the Trunkline case, pointed out that “the additional 
gas supply from Trunkline was to be made available to Northern as @ part of 
its general gas supply which was proposed to be available to all of Northern’s 
customers on the basis of their increased requirements” while “The only 
volume of gas purchased by Natural from Texas Illinois is the 81,822 Mcf 
which Natural buys for certain customers west of Joliet. Accordingly, it 
appears clear that our decision in the Trunkline case is in no way at variance 
with our decision here.” (Italics supplied.) 

It was abundantly established that United’s additional gas resources and 
additional facilities authorized in Docket No. G-1447 were general system 
facilities and supplies. The Commission’s decision in Natural Gas Pipeline 
Company of America lends support to the conclusion that the principles of 
Trunkline should be applied here and that an incremental rate should not be 
made applicable in this proceeding. 

Mississippi in its brief quoted certain language employed in the decision 
of the Presiding Examiner who wrote the initial decision in Natural Gas 
Pipeline regarding the qualifications of a Staff witness who testified in that 
proceeding regarding rate form.®*® The same witness testified in the instant 
proceeding. This language was quoted by Mississippi apparently with two 
purposes in mind: (1) to persuade the Presiding Examiner here that its 
interpretation and analysis of the meaning to be attributed to the Natural 
Gas Pipeline case was correct and (2) to convince the Presiding Examiner that 
the Staff witness in question was not properly qualified to testify. 

The use of the quotation does not help Mississippi to achieve either purpose 
and tends to defeat both such purposes. In this connection it is noted that 
in its order affirming with modifications the decision of the Presiding Examiner 
in the Natural Gas Pipeline Company case, the Commission struck the very 
language which Mississippi urged the Presiding Examiner here to consider 
apposite. 

The Presiding Examiner has observed the witness in question, has carefully 
considered his qualifications, and is fully satisfied that the witness is highly 
qualified. His testimony will be discussed hereinafter. 


#9 Mississippi's brief, pp. 60, 61. 
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Mississippi, in attempting to analogize Natural Gas Pipeline to the instant 
situation indicated that in Natural Gas the additional gas supply was com- 
pletely commingled, but that here it was not.7° The fact is that in this case, 
United’s gas from: all sources is commingled at Sterlington before delivery to 
Mississippi. and. to many other customers of United. In this connection, 
Dillingham, general superintendent of United’s operations, testified that all 
deliveries of United’s. gas to Mississippi at Perryville are made through the 
same meter station. This metering station has seven meter tubes, all of which 
are connected to..United’s facilities at United’s Sterlington compressor station. 
United’s lines at Sterlington tie into all of United’s sources of supply and 
United depends upon all of its sources of supply and all of its facilities in 
serving its customers in the Central Rate Zone, and no distinction between 
sources of supply is made in serving customers in such zone. “Old” contract 
gas is not segregated or separated from “new” contract gas, but is commingled 
before delivery and any allocation based upon an assumption of separately 
delivered gas from separated sources is based on fiction, not fact. 

United’s separate billing under two rates, i.e. PL-2 and PL-3, was based 
on the circumstance that such rate schedules were put into effect pursuant to 
the Commission’s decision in Docket No. G—1447, pending the outcome of the 
investigation in Docket No. G-1142 to determine whether United’s rate struc- 
ture required revision. The situation appears to have been that pending the 
outcome of the Commission’s investigation, United and Mississippi, for meter- 
ing and billing purposes, regarded the gas delivered to Mississippi as separate 
gas delivered from separate and different sources. The assumptions relating 
to separate billing having been established to be incorrect, separate billing 
should be discontinued. 

Separate billing is not justified where gas is procured from various sources, 
is delivered through general system facilities, and is commingled prior to 
receipt. In such circumstances, an average cost should be assigned as recom- 
mended by the Staff and urged by United. 

In Texas Gas, which is the case closest akin to the one at hand, insofar as 
the rolled-in rate principle is concerned, the Commission would not permit two 
rates for the same service, to the same customer at the same point of delivery 
(Texas Gas Transmission Corp., Opinion No. 232, 11 F. P. C. 227, 261. The 
principles of Texas Gas apply to Mississippi. 

Having concluded as a matter of principle that a separate cost allocation for 
individual customers of the same class in the same rate zone receiving the 
same character of service should not be made, it may in one sense be a work 
of supererogation to consider whether a separate cost allocation of this kind 
can be made for a specific customer. On the other hand, discussion of Missis- 
sippi’s testimony on this phase of the matter may possibly afford clearer 
understanding of the errors inherent in its contentions. 

In this case, Mississippi presented testimony and a cost of service study 
which has been the subject of attack by United and the Staff on the ground 
that it is invalid both in its major premises and in detail. 

As we have pointed out, Mississippi’s proposed cost allocation was based 
on the theory that the cost of service to it should be determined by a “sepa- 
rate costing” of facilities and sources. In this connection, Mississippi con- 
tended that it could establish one allocation for gas purchased under United’s 
present Rate Schedule PL-2 and another under the presently existing Rate 
Schedule PL-3. 


70 Mississippi's brief, p. 60. 
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In order to give functional application to the idea of a “separate costing” 
for each of the claimed separate and individual services represented by. each 
rate schedule, it would be necessary in the case of each schedule to deter- 
mine the cost of the specific gas to United and the specific facility through 
which it is transported. 

Mississippi’s cost of service study (Exhibit Nos. 96, 97 and 98) presented 
by its witness Maurer assumed that all gas purchased under Rate Schedule 
PL-2 was delivered over Line 129 (part of the G—1447 facilities) which 
originates in Agua Dulce in Texas. 

The witness had no information regarding the cost of the specific gas which 
supplied Line 129, nor did he have in his possession knowledge of the actual 
cost of construction and operation of Line 129. In order to establish valid 
costs on a “separate costing” or segregated basis such information was. 
essential. 

The witness conceded that he did not have available information concerning 
the actual cost of construction and operation of Line 129. Im an effort to 
explain why he could not segregate facilities pertinent to deliveries through 
the G-—1447 facilities, Maurer adverted to certain testimony of Staff witness 
Epperson, given in response to interrogation by counsel for Mississippi, to the 
effect that it was impossible from the Staff’s working papers to identify vari- 
ous costs in the Shreveport, Monroe and Dallas districts based upon any por- 
tion of the G-—1447 facilities. Mississippi apparently had not made any inde- 
pendent investigation of the cost of constructing Line 129 and thus it appeared 
Maurer could not determine the cost of constructing such line. Further, it 
does not appear that he had available segregated figures covering the cost 
of operating the line. In substitution for a separate determination of the 
cost of Line 129 facilities and gas supply in the Southern area from Agua 
Dulce to the southern border of United’s Central Rate Zone, the witness used 
the average cost of gas in the entire Southern area delivered from United’s 
transmission system in that area. This, of course, constitutes no “separate 
costing” of facilities or gas and is inconsistent with the principle of “separate 
costing” espoused by the witness. Moreover, it involves acceptance of the 
principle of average cost. 

It will also be noted that only 25% of the gas in the Southern area is 
transmitted through Line 129.71 There is no evidence in the record to support 
the assumption made by Maurer in this study that the unit cost of gas trans- 
ported through Line 129 was the same as the average cost of gas in United’s 
Southern area. Accordingly, the use of such average unit cost figures cannot 
be justified as costs attributable to gas piped through these facilities. 

The next step in Maurer’s allocation was to add to the aforementioned 
average costs the average cost of transmitting gas a distance of 169 miles, i.e., 
the distance’? from the southern border of the Central Rate Zone to Perry- 
ville. This cost allocation was reached on a commodity mile and demand 
mile basis. Again it appeared that Maurer did not segregate facilities or cost 
but merely determined the average cost of haulage on a specific mileage basis. 
Thus at no point did the witness ever present an allocation based on segregated 
sources and facilities. 

It will also be noted that the demand mile and commodity mile unit costs 
employed by Mississippi were those obtained from a determination applicable 
to average lines in the Central Rate Zone. Line 129 is a new, higher cost, 
80-inch line, whereas average lines in the Central Rate Zone are not new 
and are smaller in size. Accordingly, the unit costs employed were erroneous. 


71 Exhibit No. 78-A, Sheet 22. 
72169 miles is the length of the segment of Line 129 in the Central Rate Zone. 
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Mississippi used one method to calculate costs for one part of Line 129 and 
a second method for another part of the very same line. Since the witness 
used average system cost without respect to distance in the Southern area 
of United’s system and specific distances in the Northern of United’s system 
one method is inconsistent with the other. 

In addition, Mississippi used actual peak day volumes but normalized annual 
volumes in determining its PL-2 costs. As pointed out hereinbefore, the use 
of an actual peak different than normalized peak in conjunction with normal- 
ized volumes leads to results which have no validity. 

There are other basic errors in Mississippi’s study of PL-2 rates but enough 
has been noted to illustrate that Mississippi's cost of service for Rate 
Schedule PL-2 is not founded on sound principles and cannot be accepted 
as a basis for rate making. 

In Maurer’s determination of PL-3 rates, he assumed average costs in the 
Central Rate Zone (which he obtained from Exhibit No. 78-A) after deducting his 
claimed costs for PL-2 gas. This method of cost allocation for Rate Schedule 
PL-3 is inconsistent with Mississippi’s basic theory regarding separate costing 
of facilities and sources. Moreover, the amount arrived at for PL-3 costs was 
tied to Mississippi’s allocations in regard to Rate Schedule PL-2, which as 
has been noted is erroneous and the error is thus carried forward another 
step into Rate Schedule PL-3. There are other errors made in “Maurer’s 
allocation” but enough has been noted to show that they are unsound. 

Mississippi’s approach to costs for service rendered to it by United is 
rejected. 

The Presiding Examiner finds that the costs as allocated by the Staff’s wit- 
nesses are founded on sound principles and are correct. 

























JUST AND REASONABLE RATES 


Staff witness Crosby testified regarding rates applicable to the various 
classes of United’s customers. His testimony related, among other things, to 
rates applicable to pipe-line companies in the Central Rate Zone, including 
Mississippi. Crosby’s testimony is based on the assumption that the cost 
allocations reflected in Exhibit 78-A are correct. 

The rates recommended by Crosby, if made applicable, would produce gross 
revenues to United for sales for resale in the Northern area, based on the 
test year data of $74,552,116. These rates included a single uniform rolled-in 
rate consisting of a demand charge of 75¢ per Mcf per month and a com- 
modity charge of 10¢ per Mcf applied to sales to pipe-line companies served 
from United’s transmission system in the Central Rate Zone including 
Mississippi. 

The evidence shows a cost of service in the Central and Jackson rate zones 
of $74,412,222. The witness’ testimony shows that a single uniform rolled-in 
rate consisting of a demand charge of 75¢ per Mcf per month and a com- 
modity charge of 10¢ per Mcf applied to United’s pipe-line company customers 
together with other rates and charges would recover United’s cost of service, 
including a fair return, based on the test year, as adjusted. The record also 
shows that the amount necessary to enable United to recover its cost of 
service for pipelines in the Central Rate Zone for the test period was 
$32,024,749.73 Crosby’s rates, however, provided for a recovery to United for 
pipe-line service in such zone of $31,829,867. Accordingly, the amount which 















73 Exhibit No. 78-A, Sheet 8, Col. 6, Line 21. 
74 Includes the field sale to Texas Gas Transmission which is at a 10¢ per Mef rate 
which approximates allocated cost. 
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would be produced by a 75¢ and 10¢ rate applied to pipe-line companies in 
the Central Rate Zone would be somewhat less than United’s costs for service 
to pipelines. Certainly, this is not unfair to Mississippi. 

The rates as designed by the Staff witness would eliminate Rate Schedules 
PL-2, PL-3 and PL-4 for pipe-line companies in the Central Rate Zone and 
substitute a single uniform rate schedule. United renders only one service 
to pipelines in the Central Rate Zone from its transmission system at a 
uniform cost and only one rate should apply to such service. Uniformity is 
necessary here to eliminate discrimination. 

The witness in establishing his proposed rates, including the rate recom- 
mended for Mississippi and other pipe-line customers similarly situated, fol- 
lowed Commission precedents.*5 These precedents have recently received 
Commission approbation.7* 

The rates designed by Crosby recognize past rate forms and practices of 
United, serve to simplify its rate structure, provide for uniformity, and 
eliminate discrimination. 

Mississippi contends that the proposed rolled-in rate would have an adverse 
effect because of its impact on Mississippi’s non-jurisdictional interruptible 
industrial sales in the St. Louis area. To illustrate this point, Mississippi 
presented a table in its brief"? purporting to show that the 10¢ commodity 
rate advocated by the Staff, if put into effect, would increase its commodity 
costs $739,508 above those currently in effect. Mississippi’s table sets forth 
that at a 10¢ commodity rate, its commodity costs would be $11,370,193. It 
then shows PL-3 commodity cost at 9¢ per Mcf amounting to $6,655,572, and a 
PL-2 commodity cost at 10¢ amounting to $3,975,113, totaling $10,630,685. 

The fact is that at the present time Mississippi is paying a commodity rate 
of 12.5¢ on its PL-2 rate schedule. Accordingly, if the correct figures were 
applied to commodity rates on the PL-2 schedule they would total $4,968,891 
instead of $3,975,113 as calculated by Mississippi. Thus, the total commodity 
costs as recommended by the Staff would be $254,270 less than that now in 
effect, instead of $739,508 more. Further, Exhibit 79 shows that a single uni- 
form rolled-in rate will decrease United’s rates and charges to Mississippi 
based upon the test period by $948,410 per annum compared to the rates 
currently effective under Rate Schedules PL-2 and PL-3. 

Mississippi’s contentions of possible loss of non-jurisdictional business if a 
75¢ and 10¢ rate were put into effect are not supported by substantial evi- 
dence. When questioned as to the “peculiar effect on [his] company of a 
rolled-in rate”, Mississippi’s vice president indicated that he objected to the 
proposed rate “largely because of its potential adverse effect on our sales and 
our customers ...” When queried further as to the concern which he felt, 
he indicated the possibility that Mississippi might be adversely affected “If the 
rolled-in rate in terms of a minimum take were to prevail and our industrial 
business fell off, not because of price but simply because our industrial cus- 
tomers didn’t need any fuel ... we will say they themselves lost business 
and had no need for fuel or a minimum need for fuel.” However, the witness 
when asked about the probability of such a development occurring stated 
that it was not reasonable to expect such development for the present time. 

Mississippi’s evidence as to being adversely affected by the Staff’s proposed 
rates is lacking in specificity and conviction. 


75 Cf., Texas Gas Transmission Corporation, Opinion No. 232, 11 F.P.C. 227, 261; Trunk- 
line Gas Supply Company, 8 FPC 250; Northern Natural Gas Company, Opinion No. 228, 
11 F. P. C. 123, 140). 

76 El Paso Natural Gas Company, Opinion No. 278 (mimeo. ed. p. 55). 

77 Mississippi's Brief, p. 64. 
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The Presiding Examiner finds that a single uniform rolled-in rate con- 
sisting of a demand charge of 75¢ per Mcf per month and a commodity charge 
of 10¢ per Mcf applied to sales to pipe-line companies served from United's 
transmission system in the Central Rate Zone, including Mississippi, is just, 
reasonable, and lawful and creates no undue discrimination against Mississippi. 


TARIFF AND SERVICE AGREEMENT PROVISIONS 


Mississippi contends that two changes in the Rate Schedules and tariffs pro- 
posed to be made applicable to it are unwarranted. The rate schedule and 
tariff provisions eliminate a provision in a 1945 agreement which Mississippi 
has interpreted as requiring United to furnish unlimited quantities of gas 
upon its nomination at any time up to May 1, 1961. They also include a “take 
or pay for’ minimum provision. This provision is contained in Mississippi’s 
agreements with United pertaining to so-called PL-2 gas but not in the agree- 
ments pertaining to so-called PL-3 gas. As Mississippi puts it, the changes 
proposed involve two questions: 


(1) Whether United should have a continuing obligation to meet Missis- 
sippi’s future requirements for gas, and 

(2) Whether Mississippi should be required to “take or pay for” a mini- 
mum of 72% of “old” contract (PL-3) gas? 


The first question put is based upon the assumption that certain provisions 
of a 1945 contract between Mississippi and United gave Mississippi the right 
“to require United to supply its additional requirements, whatever they may 
be”, (p. 68) until 1961. There is an implication in Mississippi’s brief that 
United’s 1945 contract required it to deliver to Mississippi unlimited quanti- 
ties of “old” or “cheap” gas, although Mississippi has not made itself entirely 
clear on this point, and it may be that Mississippi’s argument is simply to 
the effect that United is required to furnish gas to Mississippi up to any 
amount nominated without regard to source. 

In any event, it has been pointed out that United operates an integrated 
system and the segregation of specific quantities of gas into “old” or “cheap” 
PL-3 gas and PL-2 or “new” or “higher priced” gas is infeasible, inconsistent 
with past Commission practice in similar cases, impracticable and inconsistent 
with the physical facts of United’s operations. 

In the second place, such private agreement between the parties is, of course, 
subject to the paramount provisions of the Act. United could not increase the 
amount of its delivery from any source to Mississippi to any specific quantity 
which Mississippi might demand without obtaining Commission authorization 
pursuant to Section 7 of the Act. Mississippi had no absolute right of the 
kind and character it contends that it had. In this connection, the Com- 
mission adopted certain rules and regulations relating in part to changes in 
eontract provisions.78 Section 154.15 of the Rules relating to rate schedules 
and tariffs provides that “Agreements intended to effect a change or revision 
of an executed service agreement shall be in the form of a superseding exe- 
cuted service agreement only. Service agreements shall not contain any 
supplements.” 

If the provisions of Mississippi’s 1945 agreements mean what Mississippi 
claims they mean, such provisions would afford Mississippi a preferential 
right which would be discriminatory as respects United’s other customers. 


The Presiding Examiner finds that elimination of such provisions is not 
in violation of law but in conformity therewith. 


78 Cf. Section 154.63(2), 154.85, Part 154, Regulations under the Natural Gas Act. 
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The second question raised by Mississippi imports that it is being required 
to “take or pay for” a minimum of 72% of “old” contract gas. The question 
assumes that a differentiation should and can be made between “old” and 
“new” gas. The assumption is incorrect. Moreover, the objection to the 
inclusion of the clause is not based on any recent experience which would 
indicate a probability that such clause would have any adverse effect on 
Mississippi. In fact, Mississippi's vice president testified that this provision 
could affect Mississippi adversely if Mississippi’s “interruptible customers 
didn’t need any fuel” but that he expected that the present prosperity would 
continue in the immediate future. Furthermore, there is no reason why the 
tariff provisions applicable to all other pipe-line companies in the Central 
Rate Zone should not be made applicable to Mississippi. 

The Presiding Examiner finds that the inclusion of such “take or pay for” 
provision is lawful, just, and reasonable. 


THE PROVISO TO SECTION 5 (a) OF THE ACT 


We now come to a consideration of the proviso to Section 5(a) of the Act. 
The proviso reads as follows: 


That the Commission shall have no power to order any increase in any 
rate contained in the currently effective schedule of such natural gas 
company on file with the Commission, unless such increase is in accordance 
with a new schedule filed by such natural gas company * * *. 


Mississippi asserts that “Sections 4(e) and 5(a) deny the Commission power 
‘to order any increase in any rate contained in the currently effective schedule’ 
of a natural gas company ‘on file with the Commission unless such increase 
is in accordance with a new schedule filed by such natural gas company’. A 
rate in excess of 65¢ demand charge and a 9¢ commodity charge for PL-3 gas 
would be unlawful.” 

The uniform rolled-in rate recommended by the Staff will result in overall 
rates and charges lower than those currently in effect. 

The provisions of Section 5(a), however, are to be literally construed,” and 
accordingly have an impact on United’s PL-3 rate schedule currently applica- 
ble to Mississippi. 

The proviso to Section 5(a) however would not preclude the Commission 
from eliminating existing unlawful discrimination, undue preference, and un- 
reasonable rates.8° The existence of two rates for the same service in the 
same rate zone to the same class of customers is unreasonable and unjust 
and should be eliminated. 

A change in United’s FPC Gas Tariff, First Revised Volume No. 1, so as to 
make available to Mississippi a rate for all gas supplied to it by United con- 
sisting of a demand charge of 75¢ per Mcf per month and a commodity 
charge of 10¢ per Mcf would result in a fair, just, and reasonable rate for 
such company. 

The obligation to maintain just and reasonable rates or charges is an obliga- 
tion of United and it is United’s duty to eliminate any rates or charges which 
make or grant any undue preference or advantage or subject any person to 
any undue prejudice or disadvantage.*! Jt also may be observed that if the 
currently effective schedule for pipelines in the Central Rate Zone were 
maintained, United’s rates and charges to Mississippi would on an over-all 


79 Atlantic Seaboard Corp., Commission Opinion No. 225, 11 F.P.C. 43, 65. 
80 Section 4 of the Act, Northern Natural Gas Co., Commission Opinion No. 281, supra 
p. 11. 


81 Sections 4(a), (b) of the Act. 
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basis exceed those to other pipe-line customers similarly situated since such 
customers are paying a 75¢ demand charge and a 10¢ commodity charge, a rate 
resulting in lower overall charges than those now being paid by Mississippi. 

Mississippi has urged that the Commission has no power to increase rates 
under United’s PL-3 Rate Schedule, unless such increase is in accordance with 
a new schedule filed by United. United has heretofore indicated its willing- 
ness to apply to Mississippi the same rate which has been made applicable 
to other pipe-line customers in the Central Rate Zone. This decision will 
afford United the opportunity of meeting its obligations under Section 4 of 
the Act by a filing which will make available its existing PL-C rate schedule 
to Mississippi. 

It is incumbent upon United promptly to comply with the provisions of 


Section 4 of the Act with respect to rates applicable to Mississippi, by making 
an appropriate filing.5? 


FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record made in this proceeding, the evidence 
adduced, the briefs filed, and the matters relevant to a decision herein upon 
which the parties and participants have reached agreement, the Presiding 
Examiner finds and concludes, in addition to the findings and conclusions 
hereinbefore stated, that: 

(1) United Gas Pipe Line Company is a person engaged in the transporta- 
tion of natural gas in interstate commerce, and the sale in interstate com- 
merce of such gas for resale, and is a natural gas company within the meaning 
of the Natural Gas Act. 

(2) The provisions governing United’s rates, charges, classifications, and 
services appearing in United’s FPC Gas Tariffs, Original and First Revised 
Volume No. 1, are subject to the jurisdiction of the Federal Power Commission 
under the provisions of Section 4 of the Natural Gas Act. 

(3) For the purpose of determining the reasonableness of United’s rates and 
charges to Mississippi for the transportation and sale of natural gas subject to 
the Commission’s jurisdiction, calendar year 1952, as adjusted, affords a 
reasonable test period. 

(4) For such purpose United’s net investment in plant is $291,406,069. 

(5) Because of the availability to United of cash on hand regularly re- 
ceived, and held from time to time, for the payment of taxes and which such 
accumulations provide funds sufficient to meet allowable amounts for working 
capital, no specific allowance is made herein for working capital. 

(6) For use in this proceeding therefore the rate base for United is $291,- 
406,069. 


82 Atlantic Seaboard Corp., Opinion No. 225, 11 F.P.C. 43, 65; Colorado Interstate 
Gas Co., Opinion No. 235, 11 F.P.C. 324, 361; Northern Natural Gas Company, Opin- 
ion No. 281, supra, p. 11. In Michigan Consolidated Gas Company v. Panhandle Eastern 
Pipeline Company, 173 F. 2d 784, 789, the Court of Appeals said: 

Whatever may be the limits placed by the Natural Gas Act upon the authority of 
the Commission in other respects, it is clear that under § 717c(b) [Sec. 4(b)] the 
authority of the Commission in respect to undue preferences or advantages is with- 
out limitation. 

See also F.P.C. et al. v. Natural Gas Pipeline Company, et al., 315 U.S. 575, 586. 
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(7) A fair and reasonable rate of return to be allowed United, under the 
evidence herein, is 6%, which when applied to the rate base set out in finding 
(6) will produce for the purposes of this proceeding the sum of $17,484,364. 

(8) $143,628,905 is a just and reasonable amount for the total cost of 
service for United’s entire system, including taxes and reasonable return for 
calendar year 1952, as adjusted. 

(9) $89,218,255 is a just and reasonable amount for cost of natural gas 
purchased by United for calendar year 1952, as adjusted. 

(10) Cost allocations as exemplified and contained in Exhibit No. 78—-A 
are found to be fair and reasonable, and should be applied to United’s costs 
in determining just and reasonable rates for United’s sales to Mississippi. 

(11) Rates and charges applicable to United’s total sales to Mississippi ap- 
pearing in Original Volume No. 1, of United’s Gas Tariff, are excessive, un- 
just, unreasonable, unduly discriminatory, and preferential. 

(12) United’s properties are completely integrated and interconnected (ex- 
cept for northwest Mississippi) and are used commonly for the benefit of all 
United’s customers. 

(13) Natural gas from United’s various and widespread sources is com- 
mingled before delivery to Mississippi, and is incapable of identification as 
coming from any specific source. 

(14) On the evidence in this case, two rates in the Central Rate Zone, 
based on separate contracts for the “old” and “new” natural gas, are not in 
the public interest and should be discontinued. 

(15) The omission from United’s conversion tariff of provisions requiring 
it to supply Mississippi until May 1, 1961 with such additional quantities of 
natural gas as Mississippi might nominate as necessary to meet its require- 
ments, is just, reasonable, consistent with the provisions of the Natural Gas 
Act and the Commission’s Rules and Regulations adopted thereunder and 
eliminates an undue preference to Mississippi and undue discrimination against 
United’s other customers. 

(16) The inclusion of a minimum 72% “take-or-pay-for” clause in United's 
rate schedules applicable to Mississippi is just and reasonable. 

(17) Just and reasonable rates and charges to Mississippi are a demand 
charge of 75¢ per Mcf per month and a commodity charge of 10¢ per Mcf in 
a single rate schedule for all natural gas supplied by United to Mississippi. 
Such rates and charges are the same as made to all other pipe-line customers 
served from United’s transmission system in the Central Rate Zone. 

(18) The total amount for service by United to Mississippi under such 
single rate if made applicable to Mississippi will be $948,410 less per year 
than the rates and charges being made under Rate Schedules PL-2 and PL-3 
based on the test year. 

(19) The continued existence of two rate schedules for United’s sales to 
Mississippi will constitute the maintenance of an unreasonable difference in 
rates and charges for the same service at the same delivery point, contrary 
to the provisions of Section 4(b) of the Natural Gas Act. 
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(20) Compliance with Section 4 of the Natural Gas Act will be effected 
by the making of a filing by United which will eliminate unjust, unreasonable 
and unduly discriminatory rates to Mississippi and which will apply to 
Mississippi the same rates which are now applicable to all its other pipe-line 
customers served from United’s transmission system in the Central Rate Zone. 

(21) Rate Schedule PL-2 contained in Original Volume No. 1 is an effective 
rate schedule without bond or undertaking applicable thereto. 

(22) The “rolled-in rate” which should be made applicable to Mississippi 
will reduce the amount billed to Mississippi under Rate Schedule PL-2. Since 
no bond or undertaking was applicable to Rate Schedule PL-2, no refund is 
payable in connection with the payments made to United under such rate 
schedule. 

(23) Rate Schedule PL-8, contained in Original Volume No. 1, is an in- 
creased rate still effective under bond as to Mississippi in Docket No. G—2019. 

(24) A just and reasonable rate for United’s gas service to Mississippi is 
not less than the currently effective rate under bond in Docket No. G—2019 
and, therefore, no refund is payable under said bond to Mississippi. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, 
or upon its own motion as provided in the Commission’s Rules of Practice and 
Procedure, that: 

United shall, within twenty (20) days of the issuance of this order, make 
an appropriate filing which will eliminate the two-rate schedules now ap- 
plicable to Mississippi and which will apply to such company a single rate 
schedule which will be just, reasonable, and not unduly discriminatory or 
preferential. 

SAMUEL BINDER, 
Presiding Examiner. 


Order modifying decision of presiding examiner 
and affirming decision as so modified 


November 8, 1955 


On July 18, 1955, the Presiding Examiner certified and filed with the Secre- 
tary of the Commission the record herein, including his Initial Decision which 
was served upon all parties to these proceedings. 

Subject to review by the Commission, the Examiner required that United 
Gas Pipe Line Company (United), within 20 days from the issuance of the 
Decision, make an appropriate filing with the Commission which would elim- 
inate Rate Schedule PL-2 and Rate Schedule PL-3 of its FPC Gas Tariff, 
Original Volume No. 1, applicable to the delivery and sale of natural gas in 
interstate commerce by United to Mississippi River Fuel Corporation (Missis- 
sippi) for resale, and which would apply to Mississippi a single rate schedule 
which would be just, reasonable, not unduly discriminatory or preferential. 
By order issued August 4, 1955, herein, the Commission, among other things, 
extended the time within which United was required to make the appropriate 
filing to a date to be fixed by further order of the Commission. 
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Exceptions to the Decision were filed by Mississippi, Tyler Gas Service 
Company and City of Tyler, Texas (jointly), and counsel for the Staff of the 
Commission. Oral argument upon the exceptions was had before the Commis- 
sion on September 29, 1955. 

Upon consideration of all the evidence of record, the briefs filed, the Initial 
Decision of the Presiding Examiner, the exceptions thereto, the oral argument 
had, and the entire record, the Commission finds that the aforesaid Decision 
should be modified as hereinafter ordered, and that as so modified the De- 
cision should be affirmed. 


The Commission orders: 


(A) The second sentence in the first full paragraph on page 377 of the Decision 
and reading as follows: 


These rules and regulations treat the rates of “independent producers” 
subject thereto which were in effect prior to June 7, 1954, as “initial” 
rates, and such rates are not subject to suspension except where the 
increases above prices in effect prior to June 7, 1954 are involved. 


erroneously suggests that rates in effect on June 7, 1954 and prior thereto 
when filed pursuant to the Commission’s 174 series of orders are “initial rates” 
in all cases, and such sentence be and it is hereby eliminated from the 
Decision. 

(B) Finding No. (2) appearing at page 404 of the Decision be and it is 
hereby modified to include reference to Section 5 of the Natural Gas Act under 
which the proceeding in Docket No. G—1142 was initiated, and so as to read 
as follows: 


The provisions governing United’s rates, charges, classifications, and 
services appearing in United’s FPC Gas Tariffs, Original and First Re- 
vised Volume No. 1, are subject to the jurisdiction of the Federal Power 
Commission under the provisions of Section 4 and Section 5 of the Natural 
Gas Act. 


(C) United Gas Pipe Line Company shall, within twenty (20) days of the 
issuance of this order, make an appropriate filing consonap* with the pro- 
visions of the order accompanying the Decision of the Presiding Examiner and 
appearing at page 406. 

(D) The Decision of the Presiding Examiner filed herein on July 18, 1955, 
and issued on July 21, 1955, as modified by this order, be and the same is 
hereby affirmed; and said Decision as so modified shall become effective as the 
decision of the Commission as of the date of issuance of this order. 

(£) To the extent that the exceptions filed by Mississippi River Fuel Cor- 
poration and by Tyler Gas Service Company and City of Tyler, Texas 
(jointly) are inconsistent with the order of the Commission herein, such ex- 
ceptions be and the same are hereby denied. 

Commissioner Draper not participating. 
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In THE MATTER OF 


CITY OF EUGENE, OREGON, BY AND THROUGH ITS 
EUGENE WATER & ELECTRIC BOARD 


Upon Application for a License 
Project No. 2059 
October 20, 1955* 


Syllabus 





1, Commission finds that the construction and operation of the proposed 
project will adequately protect scenic and recreational values and will 
not impair property values and the overall fishing situation in the area. 
P. 423. 

2. Commission isswes a license to applicant under Section 4 (e) of the Federal 
Power Act for the construction, operation, and maintenance of project 
No. 2059. BP. 427. 

Windsor Calkins for the City of Eugene, Oregon. 

Joseph E. Hayden for the staff of the Federal Power Commission. 



































Hatt, Presiding Examiner: The City of Eugene, Oregon, acting by and 
through its Eugene Water & Electric Board (EWEB), is here seeking a 50-year 
license under the Federal Power Act to construct, operate and maintain a 
30,000 kw hydroelectric project, No. 2059 (known as the Beaver Marsh 
project), in and along the McKenzie River in Lane and Linn Counties, Oregon. 
The development would be located upon lands of the United States which, for 
the most part, are within the Willamette National Forest. 

EWEB is a municipal corporation engaged in both the water and electric 
power business. It serves approximately 80,000 persons in Eugene and adjacent 
territory* with electric power, obtaining its requirements from its own 
steam-electric and hydroelectric plants and by purchases (through the North- 
west Power Pool) from Bonneville Power Administration (BPA). Its five 
board members are elected by the citizens of Eugene. They serve without 
compensation. 

The Save The McKenzie River Association (Association) intervened in 
opposition to the granting of the application. Its membership is comprised of 
individuals interested in preserving the McKenzie River in its native condition. 

Public hearings on the application for license were held in Eugene from 
June 27 through July 1, 1955. Thereafter, main and reply briefs were filed 
on August 18 and September 6, 1955, respectively. 

The Beaver Marsh project is another step in the progressive development of 
EWEB’s system to cope with the ever-increasing demands for electric power 
and to do so at the lowest possible power cost. On the side of the construction 
of this project is the whole weight of engineering knowledge and experience 





* No exceptions to the initial decision having been filed or review initiated by the Com- 
mission, the decision became effective on November 21, 1955, as the final decision and 
order of the Commission. 

.1EWEB supplies the Lane County Electric Cooperative (an R.B.A.) with all the elec- 
tric power served to its customers in the McKenzie area. 
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reflected in the evidence. It is designed as a peaking power plant; would 
develop for power purposes all the head available at Beaver Marsh; fits into 
a comprehensive scheme of development of the McKenzie River; would produce 
needed peaking power cheaper than any other known source; would be a 
desirable addition to the Northwest Power Pool supply; can be financed; and a 
ready market exists for its power output. 

Assuming contrary to fact that EWEB could obtain other peaking power 
on a permanent basis at an equivalent cost, its decision to do so would not 
be questioned. But because it proposes to develop the Beaver Marsh site, the 
Association raises the barriers of (1) uniqueness of the area and (2) impair- 
ment of scenic, recreational and property values and fish life. Stated another 
way, the Association asks the Commission to do here what it did in Namekagon 
Hydro Co. v. F.P.C., 216 F. 2d 509, ie., find that the project is not best 
adapted for beneficial public uses of the river, including the use of the stream 
for recreational purposes, and deny the license. On the other hand, both 
EWEB and Commission counsel urge that the license be granted. In support 
of their position they cite, among other factors, EWEB’s need for low-cost 
power ; creation and enhancement of recreational facilities; adequate preserva- 
tion of scenic values; and overall improvement of fishing situation in project 
area. 





PRINCIPAL QUESTION PRESENTED 













The major dispute relates itself to the question of whether the project is 
best adapted to a comprehensive plan of development for all public purposes 
as required by Section 10(a) of the Federal Power Act.? 


JURISDICTION 





Section 23(b) of the Act negatives the right of any person, state, or muni- 
cipality’ to undertake the project without a Federal license. Section 4(e) 
empowers the Commission to license power projects on “public lands and reser- 
vations of the United States”. The Commission therefore has jurisdiction 
over the project for, if constructed, it will be located on lands of the United: 
States. 
DESCRIPTION OF PROJECT 













EWEB proposes to construct the project on the upper reaches of the Mc- 
Kenzie River in the area of Fish Lake and Clear Lake on the western slope of 
the Cascade Mountains in Oregon. This section of the river is approximately one 
and one-half miles in length and embraces two waterfalls, i.e, Upper (Sahalie) 
Falls and Middle (Koosah) Falls. 

The McKenzie River, a tributary to the Willamette River which it joins 
at a point near Eugene, has a length of about 86 miles from its mouth to the 
outlet of Clear Lake, its source. It descends rapidly in the vicinity of the 
proposed project—approximately 1,000 feet in eight miles. A striking charac- 
teristic of the river is the uniformity of its flow. Because of the porous vol- 









2 Section 10(a) of the Act makes provision for the granting of a license only when, in 
the judgment of the Commission, the project is best adapted to a comprehensive plan for 
improving or developing a waterway for beneficial public uses, including recreation. If 
necessary to secure such comprehensive plan, the Commission may require the modifica- 
tion of any project before approval of the plans. 

3 The Act gives preference to non-Federal public bodies in the issuance of licenses. 
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canic nature of the region, the greater part of the precipitation is detained 
in subterranean storage to appear later as flow from springs. 

Fish Lake goes dry in the summer. However, at other times it is a shallow 
lake into which some small creeks flow. -It drains into the relatively slender 
Clear Lake which is a constant body of water having a surface area of ap- 
proximately 160 acres and is about 200 feet deep. Clear Lake is also fed by 
a large spring near its head and other springs in its bottom. A mile below 
the outlet of Clear Lake are the Upper Falls and a quarter of a mile farther 
down are the Middle Falls. Water flowing out of Clear Lake is only part of 
the water flowing over the two falls, for there is a considerable gain in the 
volume of water over the falls from water flowing out of the lava along the 
banks of the stream below Clear Lake. 

If constructed, the Beaver Marsh project will consist of an earth-fill dam 
about 34 feet high across the narrow waist of Fish Lake creating a reservoir 
containing 1,300 acre-feet of usable storage capacity ;* a low diversion dam 
at the outlet of Clear Lake; a tunnel about 8,400 feet long extending from Clear 
Lake to the Beaver Marsh powerhouse; a surge tank and penstock; the 
Beaver Marsh powerhouse containing two 23,500 horsepower turbines each :¢con- 
nected to a 15,000-kva generator; a substation at the Beaver Marsh power- 
house; a low earth-fill dike about 3,600 feet long with a rock-fill crib spillway 
creating a reregulating reservoir below Beaver Marsh plant, with normal 
pondage of about 220 acre-feet; a 115-kva transmission line from Beaver 
Marsh substation to Leaburg switchyard, a distance of 46 miles; and ap- 
purtenant facilities. 

Stated more succinctly, the project will consist of a storage dam across 
Fish Lake to store water to be released through Clear Lake; a low diversion 
dam at the outlet of Clear Lake to divert the water into the underground 
tunnel, drop it about 400 feet to the power plant, and return it to the river 
where its further flow will be controlled at Beaver Marsh by a reregulating 
dam to prevent disturbance on the McKenzie River.5 

EWEBD’s proposal also calls for the construction of camp grounds at Fish 
Lake and Beaver Marsh pond to improve the recreational advantages of the 


area. 
PUBPOSE OF BEAVER MARSH PROJECT 


The project is designed and is justified on the basis of its operation as a 
peaking power plant. That is to say it will supply power for the upper portion 
of the load curve and enable EWEB to reduce its cost of operation by replacing 


expensive energy with less expensive energy. 

Because EWEB is interconnected with the Northwest Power Pool, it is 
contemplated that the project will be operated in conjunction therewith. It 
will therefore contribute to the pool power supply. However, insofar as the 


4 Of the 1,600 acre-feet of water to be impounded in Fish Lake, 1,300 acre-feet will 
represent live storage. The remaining 300 acre-feet of dead storage would be held as a 
minimum pool for fish protection, which protection does not now exist because of the 
seasonal character of the lake. 

5 That the effect of the operation of the project downstream will be negligible ig also 
shown by the fact that the flow at Beaver Marsh is about 30% of the flow at Lower Falls 
(approximately one mile below Beaver Marsh), 20% of the flow at McKenzie Bridge; and 
10% of the flow at Vida. 
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cost of energy purchased by EWEB from BPA (through the pool system)® 
is concerned, the project will be given credit as a peaking plant and will be 
treated as though it were operated in the peak of BWEB’s load curve. 

The Northwest Power Pool is a voluntary venture created for the benefit 
of the area served and the system serving it. It is comprised of major 
Federal, private and local public utility systems serving the States of Wash- 
ington, Oregon, Idaho, Utah and Montana, and is operated as if the facilities 
of all member systems were under one ownership. This method of coordinated 
operation enables the combined facilities to carry a combined utility load 
which exceeds the aggregate capacities of the independent plants and to do so 
at a lower production cost than independent operation could achieve. In 
short, the Northwest Power Pool secures for its member systems the economic 
benefits of the diversities of time, load, reserves and resources, and it might 
be regarded as the keystone of the Pacific Northwest economy. For this reason 
it could well be expanded by additional facilities, such as the Beaver Marsh 
project, that are economically feasible and physically practicable. Such inter- 
connection and coordination of facilities by whomsoever owned accomplishes 
not only reduced overall investment and large operating economies, but opens 
up new territory to the benefits of electric service, aids in the progressive 
decentralization of industrial activity, including war plants and military 
bases, and makes available on a regional scale reliable electric service at the 
lowest cost.7 As an official of BPA testified, the Northwest Power Pool “is 
one of the outstanding achievements of our day” and effects a saving at least 
equal to the output of another Bonneville dam. Power pools of this type are 
therefore not only inseparable from the further development of the country 
through expanding production and better living, but are an absolute necessity 
for emergency purposes. 


ESTIMATED COST AND ECONOMIC FEASIBILITY OF THE PROJECT 


Commission engineers estimate that, on the basis of January 1, 1955, price 
levels, the project will cost $8,538,000. EWEB estimates that it will cost 
$7,800,000. 

The evidence amply supports the economic feasibility of the project. For 
example, computations set forth in the staff engineering report show that, on 
the basis of staff estimates, the annual value ($1,125,400)® at Eugene, the 
load center, of the power output of the Beaver Marsh project will exceed the 
estimated power cost ($637,500) by $487,900. And as EWEB’s engineering 
witness testified, “every comparison we have been able to make, whether we 
assume the Bonneville energy in the future will be sold at its current rate-or 


6 BPA is the largest supplier of power and energy to the Northwest Power Pool through 
which its Administrator, pursuant to Federal law, markets not only power and energy 
generated at Bonneville, but also that generated at Grand Coulee and other Federal proj- 
ects in the Pacific Northwest. 

TIt is because of the beneficial results produced by power pool operation that the 
Commission is empowered and directed by Section 202 of the Federal Power Act to divide 
the country into regional districts for the voluntary interconnection of facilities for the 
generation, transmission, and sale of electric energy. Issuance of the license for the 
Beaver Marsh project will be “furthering the expressly declared policy of the Act” 
(Pennsylvania Power Co. v. F.P.C., 343 U.S. 414, 423). 

8 $1,125,400 is the estimated cost of providing the same power at Eugene from fuel- 
electric plants as would be available from the Beaver Marsh project. Commission engi- 
neers assumed that steam-electric power would be the alternative source of power to local 
hydroelectric projects such as the Beaver Marsh project because additional power from 
BPA may be available to EWEB for a limited time only. 
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more particularly at a higher rate,® the development of the Beaver Marsh 
project is warranted, it is economical, it is less expensive. Actually our 
analysis is based on a comparison of the total costs of operating the system, 
not on the cost per kilowatt-hour, because that can be misleading * * *.” 


EWEB’S FINANCIAL ABILITY 


EWEB has a history of efficient and successful operation. It has financed, 
constructed and now operates, a water system; a steam-electric plant in 
Eugene and two hydroelectric plants on the lower McKenzie River. Its assets 
exceed $25,000,000. It has an indebtedness of about $2,500,000. 

As a result of discussions with investment companies, EWEB proposes to 
finance the cost of constructing the Beaver Marsh project by the sale of 
revenue bonds bearing an effective rate of interest not exceeding 3%, such 
bonds to be retired over a period of thirty years or less. Its ability to carry 
out the financing in this manner is clear and unchallenged. 


EWEB’S EXISTING POWER SUPPLY 


EWEB owns and operates a steam-electric plant in Eugene (having a peak- 
ing capacity of 32,000 kw) and two base load hydroelectric plants on the 
lower McKenzie River at Walterville and Leaburg. The total capacity of all 
three plants is about 52,000 kw. These plants, together with purchases from 
BPA, constitute EWEB’s present sources of power supply. BPA’s contractual 
commitment to EWEB is 5,000 kw. However, when BPA has additional power 
available, as it has had in past years, it will schedule power over and above 
5,000 kw. In 1954 EWEB’s maximum demand on BPA was 17,010 kw, but 
this was on an as-available basis. 


The Beaver Marsh project would provide EWEB’s system in Eugene with 
an additional 28,800 kw of dependable capacity and in an average water-year 
it would supply that system with about 99,000,000 kwh. 


ESTIMATED FUTURE REQUIREMENTS OF EWEB'S SYSTEM 


Since about 1942 when the peak load was 7,000 kw there has been a tre- 
mendous and steady increase in load on EWEB’s system. By 1954 the peak 
load had increased to 67,200 kw and EWEB estimates that its peak demand 
will be between 160,000 kw and 170,000 kw by 1975. As estimated by Com- 
mission engineers, future system load growth will be: 


Energy | Maximum | Load factor 
(million demand (percent) 
kwh) (kwh) 


316 72, 100 
455 98, 000 
548 126, 000 
699 151, 000 
782 168, 000 


The project will not only enlarge EWEB’s production facilities to alleviate 
shortages on its system and aid the Northwest Power Pool (which has a power 


9 BPA rates are subject to revision every five years. With increased costs of hydro- 
electric projects and transmission facilities and greater transmission distances the rates 
may be expected to increase. In this connection, an official of BPA testified that the low- 
cost Beaver Marsh power “delivered at the growth center in Eugene is very definitely of 
advantage to the City of Eugene to take * * * at this time because we cannot anticipate 
any lowering of the wholesale rate here in this Northwest territory.” 
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supply considered adequate in an adverse water year only until about 1960),! 
but will provide power more economically than any other available source, 


SHOULD THE PROJECT BE CONSTRUCTED BY THE UNITED STATES? 


A plan for the comprehensive development of the McKenzie River and its 
tributaries has been studied by the Corps of Engineers as set forth in the 
so-called “308” report, H.D. No. 531, 8lst Congress, 2nd Session, March 20, 1950, 
Volume V. The Beaver Marsh project is compatible with plans of the Depart- 
ment of the Army for development of the McKenzie River and its tributaries. 
It will develop for power purposes all the head available at Beaver Marsh, 
and has been laid out in proper relation to the potential sites on the McKenzie 
River below Beaver Marsh and in a manner adequate to develop the head and 
flow of the river throughout its reach. 

Under Section 7(b) of the Federal Power Act the Commission must deter- 
mine whether a particular development or particular water resources should 
be reserved exclusively for Federal construction. The record is lacking in any 
suggestion that the project should be constructed by the United States, which 
may be due to the fact that the Beaver Marsh development is a straight power 
project. Furthermore, there is no evidence indicating that any agency of the 
Federal government is interested in constructing the project or that there ts 
any need for development of the water resources involved by the United States 
for public purposes. Accordingly, there appears to be no basis for a Commis- 
sion report and recommendation to Congress under Section 7(b) that the 
development be undertaken by the United States itself. 


EWEB’S AGREEMENT WITH OREGON STATE GAME COMMISSION 


As demands for electric power have become more and more insistent, ways 
and means of meeting them have presented to EWEB not only the task of tap- 
ping available sources of power, but of doing so with due regard to the 
interests of others. On April 18, 1955, EWEB and the State of Oregon, acting 
by and through the Oregon State Game Commission, entered into an agreement 
for the protection of fish life and preservation of the scenic beauty of the 
project area. The objections of the Game Commission to the issuance of a 
license are withdrawn under the conditions set forth therein. 

It should be pointed out here that by letter dated May 19, 1955, the Assistant 
Secretary of the Interior advised the Commission that it did not appear nec- 
essary for the Department to be represented at the hearing in Eugene in view 
of the fact that the agreement between the Game Commission and EWEB 
“contains provisions for the conservation of fishery resources as recommended 
in our letter dated December 16, 1954, * * * commenting on the proposed 
project.” 

PERMITS ISSUED BY STATE ENGINEER OF OREGON 


Official notice is taken of the order of the State Engineer of Oregon issued 
September 7, 1955, granting permits to EWEB. His order rejects contentions 
of the type now urged upon the Commission by the Association for denial of 
the license, such grounds being hereinafter considered. In so doing, the State 
Engineer substantially concurred in the agreement between EWEB and the 
Game Commission hereinabove referred to, and to the extent of such concur- 
rence the provisions of the agreement were made a part of his order. The 


10 The evidence further shows that in the event of adverse water conditions, even pref- 
erence customers of BPA would be short of power by the operating year 1966-67. 
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terms and*cénditions upon which the State Engineer issued the permits are set 
forth in the margin." 


11 Application for permit to construct the Fish Lake Reservoir and to store therein 
3,200 acre feet of water was approved with the limitations that— 

1.'The dam shall have a top elevation of 3,163 feet; the storage shall. be limited to 
1,600 acre feet in accordance with the plans for said dam and reservoir filed with the 
State Engineer on June 9, 1955. 

2. The dead storage in said reservoir shall be maintained at the minimum depth of nine 
feet unless the Oregon State Game Commission finds that such depth results in a sub- 
stantial winter kill of fish, in which case the minimum depth shall be not less than 12 feet. 

8. The dam shall be constructed during the period when there is no surface flow from 
Fish Lake into Clear Lake. 

4. Construction procedures shall be such as to cause the minimum possible turbidity of 
waters entering Clear Lake. 

5. The spillway shall be lined or riprapped to prevent erosion and consequent carrying 
of soil into Clear Lake. 

6. The slopes of the dam shall be sodded or riprapped to prevent erosion. 

7. Complete plans and specifications for construction of the dam shall be submitted to 
and approved by the State Engineer before construction is begun. 

Application for permit to construct the Clear Lake Reservoir and to store therein 2,700 
acre feet of water was approved with the limitations that— 

1. The dam shall have a top elevation of 3,019 feet and the storage shall be limited to 
1,280 acre feet between water surface elevations 3,019 and 3,011. 

2. The overflow spillway channel shall have a crest elevation of 3,019 feet and shall not 
be plugged. 

8. During the months of May, June, July, August and September the storage utilized 
shall consist of daily pondage wherein the daily water surface fluctuation shall not exceed 
two feet and the minimum water surface elevation shall be not less than 3,017 feet and 
the lake level shall reach elevation 3,019 feet at least once each day. 

4. During the months of October through April the storage utilized may consist of 
weekly pondage wherein the weekly water surface fluctuation shall not exceed eight feet, 
the minimum water surface elevation shall be not less than 3,011 feet and the lake surface 
shall reach elevation 3,019 at least once each week. 

5. There shall be released from Clear Lake Reservoir during the months of May through 
September not less than 40 acre feet per day for the protection of fish life and mainte- 
nance of a flow of water over the Upper and Middle Falls between the hours of 7:00 
o'clock A.M. and 7:00 o’clock P.M. of each day at a uniform rate of 40 cubic feet per 
second except when natural spills from the lake increase this rate of flow. 

6. The rates and times of release of the 40 acre feet per day may be modified by fur- 
ther order of the State Engineer after consulting with the Oregon State Game Commis- 
sion and others interested. 

7. The dam shall be constructed during the non-recreation season, October through 
April, and in such manner as to minimize as far as practicable the turbidity of the waters 
of Clear Lake and the outflow. 

8. The dam shall be designed to permit installation of a fish ladder and said ladder 
shall be provided if found necessary and ordered by the Oregon State Game Commission, 
and the applicant shall cooperate with said Commission in fish salvage that may be 
found necessary as a result of construction and operation of the project and make an 
expenditure of not exceeding $750 per year toward such program on request of said Com- 
mission. 

Application for permit to appropriate 1,200 second feet of water from the McKenzie 
River and Fish Lake and Clear Lake Reservoirs was approved with the following limita- 
tions, terms and conditions— 

1. The tunnel intake and headworks in Clear Lake shall be constructed during the 
non-recreation season, October through April. 

2. The headworks shall be designed and constructed so as to facilitate installation of 
an effective fish screen or other fish barrier at the tunnel intake. Such barrier shall be 
installed when in the judgment of the Oregon State Game Commission a tangible loss of 
fish requires it and the said Commission orders such installation. 

3. Coffer-damming and excavation for Clear Lake headworks, and the handling and dis- 
position of material excavated from the tunnel penstock area, power house and tail race 
sites shall be accomplished with the least possible deposit of soil into the waters of 
Clear Lake and McKenzie River. The spoil shall be utilized in the construction of Beaver 
Marsh Dam and roadways and in no case shall any spoil be left in unsightly piles. 


Footnote continued on following page. 
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The order herein requires compliance with the agreement as modified by the 
State Engineer’s order. In this connection the Examiner assumes that EWEB 
and the Game Commission will revise their agreement to fully accord with 
the State Engineer’s order and the order herein. 


OPPOSITION TO ISSUANCE OF LICENSE 


Nineteen witnesses testified for the Association in opposition to the granting 
of the license. Some read prepared statements. Their objections, and the 
objections of the organizations they represented,12 were for the most part, 
focused upon the preservation of scenic and recreation values and fish life. 
However, the interest of some was derived from injury which they alleged 
would result to property values and business interests along the McKenzie 
River in the areas in which they live and conduct their businesses. 

Witnesses for the Association pointed out that the McKenzie River is 
nationally known for its scenery, fishing and recreational use, and related the 
deep and wholesome enjoyment which they and other members of their organi- 
zations have derived over the years from the natural beauty of the McKenzie 
River and its immediate surroundings. They described the unaltered scenery 
and recreation in the project area as being of unique quality —a real scenic 
treasure of Oregon which should be retained as a source of inspiration and 
pleasure for future generations. While generally admitting the economic 
feasibility of the project, they were of the opinion that EWEB’s power needs 


Footnote continued from preceding page. 


4. Clearing of timber for the surge-tank and penstock shall be the minimum found nec- 
essary and, if practicable, the penstock shall be buried. 

5. The Beaver Marsh reregulating pond shall be equipped with automatically controlled 
outlet gates, capable of releasing water from the pond at a reasonably uniform rate in no 
case exceeding a change of stage immediately downstream from the outlet of four inches 
in any one hour, except in case of flood or emergency. 

6. The Beaver Marsh Dam will be so constructed that a fish ladder over the dam may 
be added in the future if need for one is justified. If such need is shown, the ladder will 
be installed at the expense of the permittee and to the satisfaction of the Oregon State 
Game Commission. 

7. The permittee shall install and maintain three water stage recorders at sites to be 
selected by the State Engineer. * * * 

8. The permittee shall re-study the transmission line location between Belknap Springs 
and Leaburg with a view to locating the line back from the river in cut-over areas and 
avoiding so far as practicable the river and highway crossings. The revised location shall 
be approved by the State Engineer before beginning construction of the line. 

12 Among the organizations represented at the hearing and appearing on behalf of the 
Association were the Izaak Walton League of America and its Oregon Division and Eugene 
Chapter, Mazamas Mountaineering Club, Oregon Audubon Society, Sierra Club, Federation 
of Western Outdoor Clubs, McKenzie River Protective and Development Association, 
McKenzie River Chamber of Commerce, Natural History Society of Eugene, Obsidians of 
Eugene, and Santiam Fish and Game Association. Also represented in opposition to the 
granting of the license was the Lane County Park and Recreation Commission. 

Most if not all the named organizations and others filed informal protests prior to the 
hearing. Petitions favoring the granting of the application were also filed. Such peti- 
tions caused the hearing to be held in Eugene where it would be convenient to all the 
parties. 

The position of the Department of the Interior is expressed in (1) a letter from the 
Assistant Secretary dated May 19, 1955, referred to in the text (p. 413, supra), and (2) 
a prior letter dated December 16, 1954, referred to in the letter of May 19, 1955. In this 
connection reference was made by two witnesses to statements said to have been made 
by the Secretary of the Interior prior to the date of the letters in evidence from the 
Assistant Secretary. It should be pointed out that the only documents in evidence indica- 
tive of the official position of the Department of the Interior are the two letters from the 
Assistant Secretary. These letters indicate a sound understanding of the basic problems 
involved and are later in point of time and are accordingly given the weight which the 
®xaminer believes they are entitled to receive. 
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could be supplied by BPA and envisaged project construction and operation 
4s causing serious impairment of scenic values; injury to recreation because the 
area might be less attractive to. recreationalists; damage to fish life due to 
siltation and fluctuation of water level in Clear Lake; and defacement of 
natural scenery caused by construction of the transmission line from Beaver 
Marsh to the Leaburg switchyard. 

In sharp contrast to the position of the Association’s witnesses is the testi- 
mony of EWEB’s technical and other witnesses, including representatives of 
the Eugene Chamber of Commerce and other public spirited individuals, who 
look upon the project as an appropriate expanded utilization of the natural 
resources of the area and as accomplishing a proper dovetailing of EWEB'’s 
interest in power with all other matters of public concern which may be 
affected by its construction and operation. 

The grounds upon which Counsel for the Association object to the granting 
of the license will now be considered. 

(1) Counsel first argue that EWEB, as a preference customer of BPA, has 
available to it adequate amounts of power. In this connection, an official of 
BPA testified that EWEB at the present time could purchase additional power 
from BPA but, of course, was in no position to give any assurance that that 
agency will be able to supply EWEB'’s needs indefinitely. In fact, he testified 
that preferred customers “must look to developing the resources that are avail- 
able to them”. Then, too, the exercise of this preferential right to purchase 
would cut proportionately the power now being made available by BPA to other 
systems and would not improve the overall power supply in the Northwest 
region. 

Of interest here also is the testimony of the BPA official that the “present 
power policy of the Federal Government is to encourage local utilities to 
develop power supplies to meet the requirements of their customers wherever 
feasible. This policy stems from the unwillingness and the inability on the 
part of the Federal Government to assume the sole responsibility for the future 
power supply and requirements of this Pacific Northwest.” EWEB is here 
seeking to assume primary responsibility for its future power needs. Its pro- 
posal therefore not only accords with the policy of the Federal Government 
with which it is urged to comply, but the construction and operation of the 
project will be carried out under conditions reflecting due consideration for 
the interests of all concerned. 

(2) Counsel argue that the project will develop only a small amount of 
power. Their premise is that the Beaver Marsh plant with an installed capacity 
of 30,000 kw will not deliver at the load center more than 8,000 kw on a con- 
stant basis. This claim is lacking in merit. The primary purpose of the project 
is to serve as a peaking plant on the upper part of EWEB’s load curve. Thus 
the value of the project is not properly based on its delivery of 8,000 kw on a 
constant basis, but rather upon its ability to produce and deliver dependable 
capacity in the amount of 28,800 kw on the system load at load center during 
critical periods and at the time of system peak. 

(3) Counsel next object on the ground that the cost estimates are too low. 
There is no showing in the record that the cost of construction will involve 
other than expected costs. Not only this, but the evidence clearly demonstrates 
that even if the cost of construction exceeds the higher estimate of staff engi- 
neers, the project will still be economically feasible. 

The point of objection seems to be that the estimates made do not “take into 
account in arriving at cost figures the immediate loss to the United States 
Government from the sale of narrow strips of timber, as will be done in the 
transmission line right-of-way and at the powerhouse Beaver Marsh pond areas, 
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and the accruing loss to the government as a result of taking these areas out 
of production during the life of the project.” Since the evidence shows that 
the Beaver Marsh area affected by the project is not timbered, the objection 
will be treated as pertaining only to the transmission line right-of-way. The 
short answer to the contention is that the United States will be recompensed 
for the use of its lands through annual charges. The Federal Power Act so 
provides. From an accounting standpoint, such annual charges are properly 
regarded as operating charges and therefore should not be considered in mak- 
ing capital cost estimates. Nothing in the record tends to indicate that the 
contemplated operating costs, including the annual charges assessed under the 
Act, will adversely affect the economics of the project. In fact the evidence 
is all the other way. 

In contending that the cost estimates are too low, counsel also point to the 
Secretary of Agriculture’s estimate that over 1,600 acres are to be lost to forest 
production as against 400 acres estimated by EWEB. Respecting this, it need 
only be pointed out that the Department of Agriculture was of the opinion 
that the Beaver Marsh project would take out of production only about 510 
acres of commercial timber land; that any ultimate development, such as addi- 
tional projects downstream from Beaver Marsh, would take out of production 
an additional 1,100 acres of timber land. ‘The construction of the downstream 
projects is not here involved. 

(4) It is claimed that the project is a “foot in the door” tactic which EWEB 
hopes will enable it to construct a series of dams downstream so that it will 
eventually control the entire 86-mile length of the McKenzie River. In this 
connection, they point out that in EWEB’s application for license other down- 
stream projects are given consideration as possible proposals for the future. 

But it is no objection to the granting of a license for the project that EWEB 
may conceivably apply for other licenses when the need arises and can be 
demonstrated. This is so for two reasons. First, justification for the Beaver 
Marsh project has been shown independently of other projects. If other 
projects are constructed, the Beaver Marsh plant will operate harmoniously 
therewith in the performance of its peaking function. Second, the granting of 
additional licenses for projects on the McKenzie River would depend upon 
matters yet to be determined by the Commission—after hearing and upon a 
record. Each case is to be tested in the light of conditions existing at the 
time action is taken. Each will stand or fall on its own merits. Respecting 
this, it should not be overlooked that the Commission’s licensing power may 
be differently exercised at different times and in different situations, so that 
future events might demonstrate that a reason advanced today for denying a 
license may in the future be regarded as no justification at all. 

Then, too, in contending that the Beaver Marsh project is a “foot in the 
door” tactic, counsel appear to ignore the fact that EWEB has had its “foot 
in the door” for many years as a result of having constructed and successfully 
operated two other hydroelectric plants on the lower McKenzie River, Le., at 
Walterville and Leaburg, approximately 13 and 22 miles, respectively, from 
Eugene.43 Opening the door a little wider at this time would, in the Examiner’s 


18 The Walterville plant has one unit operating at a head of 55 feet. It is supplied 
with 2,575 c.f.s. of water through four miles of canal. It is nominally a “run of the 
river” plant, but pumped storage firms its peaking capacity to 9,350 kw. The first plant 
at the site was built in 1911 and additional capacity was added in 1924. This plant was 
removed and the entire project rebuilt and enlarged in 1949, and is operated by super- 
visory control. 

The Leaburg plant has two units operating at a head of 89 feet. A flow of 2,500 c.f.s. 
is supplied through five miles of canal. It is a “run of the river” plant. The first unit 
was put into operation in 1929 and the second in 1950. 
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view, enable EWEB to meet its power needs and would be preferable to deny- 
ing the license and creating a roadblock to a source of prosperity for the area, 
i.e., low-cost power. Viewed in any light, the cheaper the cost of producing 
power the greater the benefits derived therefrom. In this regard, the evidence 
shows that the lumber industry has reached its peak.14 Thus it is necessary 
for Eugene to attract industry to maintain present employment and support an 
increasing population.: Its needs obviously would not be served by attracting 
fly-by-night industries. Instead it must attract industries which recognize and 
rely upon long-range inducements such as low-cost power. By attracting such 
industries it will be able to diversify and stabilize employment. 

(5) Counsel contend that the provisions for fish protection are inadequate. 
This contention is likewise untenable. 

The record shows that the construction of the project will cause the Beaver 
Marsh swamp area and Fish Lake (now a seasonal lake) to be transformed 
into permanent lakes permitting fish propagation at these two locations to a 
far greater extent than now possible. 

Clear Lake has considerable attraction as a fishing lake. It is what is 
known as a put-and-take lake. During the fishing season the Game Commis- 
sion plants between 30,000 and 45,000 fish therein which, for the most part, 
are legal (catchable) size, and testimony was offered showing that of the 1953 
catch in this lake, only 7/10th of one percent were native fish.5 The testimony 
of two fish biologists (one a witness for the Association, the other a witness 
for EWEB) indicates that while some slight impairment of fish growth might 
result from fluctuation of the water level in Clear Lake,!® such impairment 
will at least be offset by the greatly increased fish population in the Fish Lake 
and Beaver Marsh reservoirs. 

The fish biologist testifying for EWEB carefully analyzed the slight damage 
to fish life and pointed out the unusual fact that fish food is mainly at a con- 
siderable depth in Clear Lake. His testimony further shows that during the 
winter months when EWEB will draw Clear Lake down eight feet, fish food 
undergoes a dormancy period or resting stage by means of a variety of adapta- 
tions. Vegetative growth is barely self-sustaining. With the advent of warm 
weather and warmer water (raising of the reservoir to normal lake elevation 
from May to October), these forms of food expand rapidly, and this type of 
operation greatly minimizes the effect of the winter drawdown. 

It is of interest here to also point out that anadromous and fresh water fish 
do not ascend the McKenzie River to the project area. This is prevented by a 
waterfall more than a mile below Beaver Marsh.1*? Then, too, because of the 


14 Lane County, of which Eugene is the county seat, is the largest timber producing 
county in the United States. Eighty-five percent of the manufacturing employment of 
the county is in the field of timber products. A representative of the Eugene Chamber of 
Commerce testified that ‘“‘The conclusion that seems evident is that much of the shift of 
employment must occur because of cutting less timber each year and the years ahead. 
The Forest Service has told us that the cutback will have to be from the present 1,300,- 
000,000 board feet cut each year to perhaps as little as 750,000,000 to 800,000,000 board 
feet. It is our opinion that to maintain the present employment and to anticipate the 
increase in population that many types of diversified activity must be sought for this area.” 

15 Fish Lake and Clear Lake both hold a native cutthroat trout, the trout in Fish Lake 
migrating into the small streams which feed it when the lake goes dry. 

16 Clear Lake is approximately 200 feet deep. The proposed plan of operation contem- 
plates a drawdown of two feet a day from May until October (except on weekends when 
there will be no drawdown), and as much as eight feet from October to May during any 
one week. 

17 All water at the downstream falls flows underground during a portion of the year 
and the falls go dry. Therefore the fish in the project area are either native to that 
area or are artificially planted. 
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abrupt drop (approximately 400 feet) in the terrain between Clear Lake and 
Beaver Marsh, causing high average water velocities, very few fish live in this 
seetion of the river. 

As part of their argument that the provisions for fish protection are inade 
quate, and also that substantial harm may be done to the “Ghost Forest” in 
Clear Lake, counsel assert that construction and operation of the project will 
create siltation to such an extent that it will be detrimental to both fish life 
and the “Ghost Forest.” 

Clear Lake is unusual. It was formed by a lava flow from the higher 
Cascades and damming the valley. When the lake filled the timber was sub- 
merged and some of the submerged trees are still standing in the bottom of 
the lake. These submerged trees are known as the “Ghost Forest” and are 
plainly visible as a result of the lake’s crystal clear water and diatomaceous 
bottom which shows white in places and was formed by the shells of skeletons 
of small animals which inhabit the waters of the lake. The tops of some of 
the trees are about ten feet under the surface of the water. 

Concerning the assertion that project construction and operation might cause 
siltation and thus obscure the view of “Ghost Forest,” it should first be noted 
that during the spring run-off the melting snow around the edge of the lake 
causes it to be discolored, but that such discoloration lasts only a short time 
because of the nature of the bottom of Clear Lake and the lava around it 
which naturally filters the water and causes it to clear up quickly. 

An engineering witness for EWEB testified that there will be no turbidity 
during the construction of the dams in Fish Lake’ and Clear Lake. He was 
further of the opinion that no turbidity would be created by the fluctuation of 
the water level in Clear Lake.1® There will be some turbidity during the con- 
struction of the intake at Clear Lake and the dam at Beaver Marsh, also 
during the construction of the powerhouse and the tailrace. However, the 
witness estimated that this would involve only a period of two or three weeks 
in each instance. Respecting this, natural turbidity in the McKenzie River is 
constantly present as a result of a number of natural causes, including the 
melting of snow.2° Recordings made of the turbidity of the river show that 
recovery from the highest turbidity has been made in a matter of one or two 
days. 

(6) The next objection is that an area of unique beauty in a primitive set- 
ting will be marred and in some parts destroyed by the project. The evidence 
nullifies the force of this contention. 

The mountain region involved is virtually undeveloped and offers little oppor- 
tunity for future agricultural development. The only road passing Clear Lake 


18 The earth-filled dike across Fish Lake will be constructed during the summer months 
when there is no surface flow from Fish Lake into Clear Lake, so that any possible tur- 
bidity that might be caused would be filtered as the water flows underground into Clear 
Lake. Because the water line of Fish Lake will not be greatly raised over the present 
flood level, only a minimum of clearing around the edge of the lake will be required. 
After commencement of operations, the fluctuation of water levels will not be greater 
than they are today. 

19 Another witness for EWEB, i.e., the head of the Geology Department of the Univer- 
sity of Washington, testified that in his opinion any wave action or fluctuations caused 
by project operation would not cause siltation in Clear Lake because there is enough 
organic matter in the lake to serve as a binder or blotter and what silt there may be will 
degenerate. A third EWEB witness, a fish biologist, agreed. 

20 A sample of the water taken on June 9, 1955, at McKenzie Bridge Gauging Station, 
indicated that the turbidity at that point was about 200 cubic yards of suspended mate- 
rial passing in a 24-hour period when the estimated flow of the water at the time was 
approximately 3,400 c.f.s. This was during a period when fishing in that section was 
considered good. Six days later (June 15), with the flow reduced (2,900 c.f.s.), another 
measurement showed a turbidity of 116 cubic yards of material passing in a 24-hour period. 
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and Fish Lake is primarily a forest road built for fire protection. It has been 
in poor condition for years and is closed during the winter. For this reason 
visitors to the area have been limited in numbers. However, completion of the 
all-weather highway up the McKenzie River and by the project will make the 
area much more accessible. But as the State Engineer so aptly pointed out in 
his order granting permits to EWEB, “The highway with its right of way 
clearing and its heavy cuts and fills along the mountain slopes adjacent to the 
river is a much greater disturbance to the primitive natural aspects than 
would be the power facilities.” The following additional excerpt from the 


State Engineer’s order accords with the evidence of record and also the 
Examiner’s views: 


The proposed high voltage transmission line between Beaver Marsh and 
Leaburg is the feature of the project which will most disturb the natural 
scenery along the valley of the McKenzie River. However, it must be 
remembered that the valley is already greatly altered by roads, power lines, 
sawmills, log ponds, ciearing for agriculture and commercial establish- 
ments. If reasonable efforts are made to hold clearing for the transmission 
line to the minimum necessary and to keep the location back from the 
highway where possible, no great injury will result. The average tourist 
or recreationalist will notice the clearing and the line but it will not be 
offensive to nor will it interfere with his enjoyment of the river and 
mountain scenery. The State Engineer believes that it will not result in 
measurable loss to the recreation industry. 


The project tunnel extending from Clear Lake to Beaver Marsh will be con- 
structed underground and will therefore be out of public view. 

The two waterfalls involved in the project area are located between Clear 
Lake and Beaver Marsh. The Upper Falls (approximately 75 feet high) are 
about a mile below the outlet of Clear Lake, with Middle Falls (about 65 feet 
high) being a quarter of a mile farther downstream. Great concern has been 
expressed over the effect of project operation on these waterfalls. This con- 
cern arises out of the fact that the diversion of the major portion of the water 
out of Clear Lake into the tunnel, and therefore around the waterfalls, will 
greatly diminish the flow over the falls and destroy their scenic beauty. 

The volume of water leaving the outlet of Clear Lake varies from approxi- 
mately 150 c.f.s. to 1,250 c.f.s., depending on the season of the year.24_ EWEB is 
prohibited from drawing down the water surface of Clear Lake below two feet 
during the months of May through September, and during the summer at least 
40 acre-feet of water will be released every day to flow over the falls. How- 
ever, because the McKenzie River increases in volume as it progresses, the 
40 acre-feet of water will constitute only a portion of the water over the falls. 
As a witness for EWEB testified, “even though no water is released from Clear 
Lake, and of course that is not planned, there would still be water in the 
downstream reaches. In fact * * * the flow at Beaver Marsh pond is approxi- 
mately twice the flow at Clear Lake in low flow periods.” EWEB’s plan of 
operation is such that no water from Clear Lake will be diverted through the 
powerhouse on Saturdays”? and Sundays during the months of May through 
September so that the full natural flow of the river will pass over the falls 
during the weekend periods. 


21 In all western Oregon there is very heavy precipitation during the winter and spring 
but very little in the summer and fall. The flow of the McKenzie is sustained during 
this period of low flow by the discharge of large springs, as well as by some water coming 
from melting glaciers on the Three Sisters mountains. 

22 Under EWEB’s plan of operation, beginning at 1:00 a.m., on Saturday the water 
level will be at the crest of the spillway. 
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Insofar as diversion of water around the falls is concerned, it should be 
noted that what EWEB proposes to do is similar to what the Commission has 
for years permitted to be done on an increasing scale at Niagara Falls— one 
of the wonders of the world— without discernable detriment to the scenic 
beauty of the falls or impairment of their attractiveness to visitors. 

The Examiner is convinced that the planned releases of water during the 
summer months, supplemented by the considerable gain of water in the Mc- 
Kenzie River between Clear Lake and the Upper and Middle Falls, will provide 
the necessary amount of water for the scenic beauty of the falls. This conclu- 
sion is supported, among other things, by photographs introduced in evidence 
showing varying quantities of water flowing over other and somewhat similar 
falls. Accordingly, for the Commission to deny EWEB’s application because of 
a diminished flow of water over Upper and Middle Falls, at the same time 
permitting the same thing to be done so effectively at Niagara Falls, would, 
in the Examiner’s view, be an inconsistent exercise of discretion. 

(7) The next two objections are: (a) The recreational facilities are not a 
comparable offset to recreational losses. (b) The losses sustained will far 
exceed any gains from the project. These contentions are nothing more than 
general conclusions which, in the opinion of the Examiner, future events will 
prove to be wholly unjustified. 

It may be pointed out here that, as has been stated, Fish Lake dries up in 
the summer. By the construction of a sodded earth-fill dike across the outlet 
of Fish Lake, to provide storage to a maximum depth of 25 feet, there will be 
created an all-year lake with a surface area of 75 acres. Beaver Marsh is 
what its name implies—a marsh. This swamp area will be transformed into a 
permanent lake. Thus the creation of these two permanent lakes will permit 
boating, fishing, swimming and other forms of recreation throughout the sum- 
mer season. 

There are now no recreation facilities at either Fish Lake or Beaver Marsh. 
This situation will be remedied by EWEB’s construction, and, if necessary, 
maintenance of a park at Fish Lake occupying about 30,000 square feet of 
land to be used as camping sites with picnic tables and fireplaces, an open 
play area, restroom facilities, a rain shelter and a boat landing dock. At 
Beaver Marsh EWEB will construct, and if necessary maintain, another park. 
It will provide a camping area of about 100,000 square feet on which will be 
located facilities similar to those at Fish Lake; also a parking area for forty 
ears. EWEB estimates that the cost of these two new parks, including addi- 
tional improvements at Clear Lake, will be around $25,000. Witnesses for both 





23 In the first license issued by the Commission (on March 2, 1921) the Niagara Falls 
Power Company was authorized to continue to make a daily diversion from the Niagara 
River (which is both a boundary water and a navigable stream subject to the treaty pow- 
ers as well as the commerce powers of the Federal government) for power purposes of up 
to 19,500 c.f.s. (The Niagara Falla Power Company, Licensee, 3 F.P.C. 206, 210, 213). 
In recent years the authorized diversion on the American side reached 32,500 c.f.s.. By 
the Niagara Treaty of 1950, it is provided that unlimited diversion for power purposes 
can be made from the Niagara River above the falls so long as the specified amounts of 
water (100,000 c¢.f.s. each day from eight a.m., to ten p.m., from April 1 through Sep- 
tember 15, and from eight a.m. to eight p.m., from September 16 through October 21, and 
not less than 50,000 c.f.s. at any other time) are permitted to pass over the falls for 
scenic purposes. The making of this new treaty was aided by a Commission engineering 
report pointing out the possibilities of increased power development of the Niagara River 
in connection with the preservation of the scenic spectacle of the falls. It is a well- 
known fact that under the Niagara Treaty of 1950, assuming Congress permits redevel- 
opment on the American side, the total diversion for power purposes (on both the American 


and Canadian sides) from the Niagara River above Niagara Falls could at times amount 
to as much as 180,000 c.fs. 
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EWEB and the Association testified that there is now a lack of recreation 
facilities in these general areas. 

Fish Lake drains into Clear Lake. A low unobtrusive diversion dam will be 
constructed at the outlet of Clear Lake. It will have very little to do with 
the storage of water. This low dam will provide additional facilities for public 
use at Clear Lake. 

Of interest here also is the fact that the entire western part of the State 
of Oregon is blessed with outstanding scenic beauty and recreational facilities. 
Lane and Linn Counties themselves, in which the project will be located, enjoy 
a wide diversity of recreational facilities. They border on the Pacific Ocean; 
have artificial lakes and the waters of the McKenzie and Willamette Rivers; 
also the broad reaches of the Cascade Mountains. At present there are six 
lakes provided by the flood control projects of the Willamette River project. 
All these recreation spots are readily accessible to visitors from many parts of 
the Pacific Coast by reason of U. S. Highway 99 which cuts through the center 
of Lane County, and the McKenzie River and Willamette highways. 

The evidence further shows that there is considerable wilderness area within 
the immediate vicinity of the proposed Beaver Marsh project and it is officially 
designated as such. Big Lake, Suttle Lake and Blue Lake, all within the 
immediate area of the proposed project, have forest camps around them and 
are extensively used. 

Among other areas in western Oregon, known for their outstanding beauty 
or for their outstanding geological and scientific interest, are Crater Lake, the 
Oregon Caves, and the Three Sisters and McKenzie River wilderness area in 
the McKenzie River watershed. 

In view of the foregoing, it clearly appears that there is every reason to 
believe that there will always be sufficient attraction for visitors from a recrea- 
tional standpoint, and that construction and operation of the project will not 
detract therefrom. 

(8) The final contention is that the livelihood of numerous persons of the 
McKenzie River will be adversely affected. In this regard it may be observed 
that the McKenzie River within the confines of the project is a small part of 
the downstream river (fn. 5, p. 410, supra). For this reason the project will 
have no effect on that portion of the river used by guides and those maintain- 
ing cabins, hotels, etc. The river is most famous for its boat fishing and there 
are approximately thirty-three boat guides in the area. Fishing from boats, 
however, is not allowed in the river above Blue River, which is a point in the 
river between McKenzie Bridge and Vida. Furthermore, because individuals 
along the river have in recent years spent substantial sums for recreational 
facilities, etc., with full knowledge of EWEB’s plans for constructing the 
project, it may reasonably be assumed that they did not regard construction 
and operation of the project as causing any serious impairment of property 
values and business in general, because otherwise they would have deferred 
making such expenditures until the outcome of EWEB’s application was known. 
Then, too, it is also reasonable to assume that those living along the river 
will not experience a fall-off but rather an enhancement of business. This will 
result not only from improvements in the project area but also from the 
completion of the all-weather highway up the McKenzie River. In fact, counsel 
for the Association, in their reply brief, make reference to facilities that will 
be needed “to accommodate the increased traffic that will be using the area, 
once the all-weather road is completed.” 
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CONCLUSION 






The power potential of the region involved was recognized by a power with- 
drawal of the upper McKenzie area. The project will utilize the water 
resources thereof to the maximum extent feasible to provide not only power 
needed in Eugene and Lane County, but also in the Northwest. In addition, 
its construction and operation will be carried out in a manner which will 
adequately protect scenic and recreational values and not impair property 
values and the overall fishing situation in the area. It is therefore adapted 
to a comprehensive plan of development for all public purposes. Accordingly, 
the requested license should be granted. 



































FINDINGS 





Upon consideration of all the evidence adduced and the briefs and arguments 
of counsel, as well as upon the preceding portion of this decision, it is further 
found and concluded that: 

(1) The City of Eugene, Oregon, acting by and through EWEB, filed an 
application with the Federal Power Commission on August 23, 1954, as supple- 
mented December 27, 1954 and July 5, 1955, for a license under the Federal 
Power Act for a proposed hydroelectric development, Project No. 2059 (known 
as the Beaver Marsh project), to be located on the McKenzie River in Linn 
and Lane Counties, Oregon, and affecting lands of the United States within 
Willamette National Forest and revested Oregon and California Railroad lands. 

(2) The City of Eugene, Oregon, is a municipality organized and existing 
under the laws of the State of Oregon, operates its own electric system by and 
through EWEB; and has submitted satisfactory evidence of compliance with 
the requirements of all applicable State laws insofar as necessary to effect the 
purposes of a license for the project. 

(8) No conflicting application is before the Commission. Public notice has 
been given. 

(4) The proposed project includes: 

(a) All lands constituting the project area and enclosed by the project 
boundary or the limits of which are otherwise defined, and/or interest in such 
land necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by EWEB or by the United States; 
the general location of such project area being shown and described by certain 
exhibits which formed part of the application for license, and which are desig- 
nated as described as follows: 

Evrhibit J-1: (FPC No. 2059-2) General Map Beaver Marsh Project. 

Eehibit J-2: (FPC No. 2059-3) Project Area Map Beaver Marsh Project. 

Erhibdit K-1: (FPC No. 2059-5) (Rev.) Fish Lake Reservoir Site Map. 

Erhibit K-2: (FPC No. 2059-6) Beaver Marsh Plant Site Map. 

Erhibit K-83: (FPC No. 2059-7) Proposed Transmission Line in Vicinity of 
Leaburg. 

Evrhibit K-4: (FPC No. 2059-8) Proposed Transmission Line in Vicinity of 
Blue River. 

Erhibit K-5: (FPC No. 2059-9) Proposed Transmission Line in Vicinity of 
McKenzie Bridge. 

Erhibit K-6: (FPC No. 2059-10) Proposed Transmission Line in Vicinity of 
Beaver Marsh. 

(b) Principal project structures consisting of an earth-fill dam about 34 feet 
high across a portion of Fish Lake creating a reservoir containing 1,300 acre- 
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feet of usable storage capacity; a low diversion dam at the outlet of Clear 
Lake for maintaining the surface elevation of the lake; a conduit comprising a 
tunnel about 8,400 feet long with intake on Clear Lake; a surge tank, a pen- 
stock about 610 feet long; Beaver Marsh powerhouse containing two 23,500- 
horsepower turbines each connected to a 15,000-kva generator; a substation at 
Beaver Marsh powerhouse; a low earth-fill dike about 3,600 feet long with a 
rock-fill crib spillway creating a reregulating reservoir below Beaver Marsh 
plant, with normal pondage of about 220 acre-feet; a 115-kv transmission line 
from Beaver Marsh substation to Leaburg switchyard, a distance of 46 miles; 
and appurtenant facilities. The location, nature, and character of which 
structures are more specifically shown on and described by the exhibits herein- 
before cited and by certain other exhibits which form part of the application 
for license and which are designated and described as follows: 

Egrhibit L-1: (FPC No. 2059-17) (Rev.) Fish Lake Dam 

Exhibit L-2: (FPC No. 2059-18) (Rev.) Clear Lake Dam and Spillway 

Erhibit L-3: (FPC No. 2059-13) Clear Lake Intake and Beaver Marsh Plant 
Layout 

Egchibit L-4: (FPC No. 2059-14) Beaver Marsh Penstock and Surge Tank 

Erhibit L-5: (FPC No. 2059-15) Beaver Marsh Powerhouse 

Exhibit L-6: (FPC No. 2059-19) (Rev.) Beaver Marsh Dam 

Exhibit M: A statement in two sheets entitled “General Descriptions of Equip- 
ment” signed on August 13, 1954: City of Eugene. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and to be located in the project 
area, including such portable property as may be used or useful in connection 
with the project or any part thereof, whether located on or off the project area, 
if and to the extent that the inclusion of such property is approved or 
acquiesced in by the Commission; also, all riparian or other rights, the use 
or possession of which are necessary or appropriate in the maintenance and 
operation of the project. 

(5) The project, constructed, maintained, and operated as hereinafter ordered 
and conditioned, will not affect any Government dam, nor will the issuance of a 
license therefor, as hereinafter provided, affect the development of any water 
resources for public purposes which should be undertaken by the United States. 

(6) Under the provisions of Section 23(b) of the Federal Power Act EWEB 
may not construct, operate or maintain the proposed project works until a 
license therefor has been issued. 

(7) The Beaver Marsh project is subject to the licensing authority of the 
Commission under Section 4(e) of the Federal Power Act. 

(8) The project is best adapted to a comprehensive plan for the improve- 
ment and utilization of water-power development, and for other beneficial 
public uses, including recreational purposes. 

(9) A plan for comprehensive development of the McKenzie River and its 
tributaries has been studied by the U. S. Corps of Engineers. Although the 
plan developed by the Army does not include a proposal to develop the stretch 
of the McKenzie River that would be occupied by the project, the project will 
be compatible with the Army’s plans. 

(10) The dependable capacity of LE -VEB’s existing hydroelectric and steam 
plants is about 52,000 kilowatts. This 52,000 kilowatts of dependable capacity 
is not sufficient to serve the existing loads of EWEB’s system without addi- 
tional power from other sources and at present is purchased from BPA. 

(11) Based on estimated future loads for the Pacific Northwest Power Pool 
and the estimated power supply that is to be provided to supply such loads, 

















CITY OF EUGENE, OREGON 425 
there will be a deficiency of dependable capacity and energy in the Northwest 
region by 1964-65.. Should an adverse water-year be experienced there would 
be a deficiency of energy in any year after 1959-60. 

(12) The power output of the project will contribute to the power supply 
of the Pacific Northwest Power Pool. 

(13) The future peak load of EWEB’s system is estimated to increase at 
an average annual rate of about 5,000 kilowatts, and about 23,000,000 kilowatt- 
hours. 

(14) The project would provide EWEB’s system in Eugene with 28,800 
kilowatts of dependable capacity and in an average water-year it would pro- 
vide that system with about 99,000,000 kilowatt-hours of energy. 

(15) A market will be available for the type of power produced by the 
project. 

(16) The additional sources of power supply available to EWEB within a 
reasonable time are the proposed project, new steam-electric plants, and power 
that may be purchased from BPA. 

(17) None of the hydroelectric projects suggested for construction in lieu 
of the proposed project can be constructed as quickly or as economically as 
the proposed project. 

(18) New steam-electric power stations as a source of power supply alterna- 
tive to new hydroelectric projects would not be as economical for the near 
future. 

(19) Although EWEB has a preference over private utilities in the purchase 
of power from BPA and may secure additional power from BPA which is now 
being sold to private systems in the area, the exercise of this preferential right 
to purchase would cut proportionately the power now being made available by 
BPA to the private systems and would not improve the overall power supply 
in the Northwest region. 

(20) The record does not contain sufficient data to estimate the probable 
future wholesale rates for BPA power with sufficient accuracy to permit a 
precise determination of the economic feasibility of purchasing power from 
BPA as compared with a new power supply source that may be constructed 
by EWEB. 

(21) If constructed according to the plans submitted by EWEB, as modified 
by the order of the State Engineer of Oregon issued September 7, 1955, the 
project will be safe and adequate to develop the available water resources 
involved for power purposes. 

(22) The project would utilize the entire fall of the McKenzie River through- 
out the reach of the river to be developed; and would utilize the flow of the 
river at the point of diversion, less the releases for scenic and other purposes. 

(23) The Department of the Army, through its Corps of Engineers, has 
advised the Commission that the operation of the project would have only 
minor effect on the flow of the lower McKenzie River, and terms and conditions 
in the interest of navigation are not deemed necessary for inclusion in the 
license if issued. 

(24) The Assistant Secretary of the Interior has reported on the application 
and recommended that there be included in any license issued for this project 
the provisions agreed to by EWEB, representatives of the Fish and Wildlife 
Service, Oregon State Fish and Game Commission, and the U. 8. Forest Service, 
as hereinafter provided. In addition, the Secretary recommended that any 
license issued include a special condition with respect to revested O. and C. 
Railroad land, as hereinafter provided. 
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(25) The Assistant Secretary of Agriculture has questioned whether special 
license conditions could afford adequate protection to national forest interests 
and requested that a public hearing be held on the application. 

(26) The Fish Commission of Oregon does not protest construction of the 
proposed project but requests that the license provide for operation of the 
project in such a way that the daily fluctuations in water level resulting there- 
from shall not exceed 0.3 feet at McKenzie Bridge. 

(27) The issuance of a license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which any reservation or 
withdrawal of public lands was created or acquired. 

(28) Ability to finance the construction of the project has been shown. 

(29) The capital cost estimate of about $8,538,000 for the proposed project 
(exclusive of recreational facilities) is reasonable. 

(30) The estimated annual cost of the power output that could be produced 
by the project is $687,500, based on an interest rate of 3%. 

(31) The estimated annual value of the power output that could be produced 
by the proposed project will exceed the estimated annual cost of producing 
that power by $487,900. 

(32) The project area is presently used for recreation and the two project 
lakes or reservoirs and the reregulating pond will be easily accessible by an 
improved highway and will offer substantial additional recreational oppor- 
tunities to visitors. 

(33) EWEB proposes to cooperate with interested parties in providing for 
fish needs and scenic beauty and has entered into an agreement with the Oregon 
State Game Commission dated April 18, 1955, for the operation of the proposed 
project for the preservation of scenic and recreational values and protection 
of the fishery. Under this agreement, as modified by the order of the State 
Engineer of Oregon issued September 7, 1955, EWEB would provide water 
releases, adequate fish passages and protective facilities and provide other 
reasonable needs as required. 

(34) Anadromous fish are not found in the project area. 

(35) The overall fishing situation in the project area will not be impaired 
by the construction and operation of the project. 

(36) The diminished flow of water over the Upper and Middle Falls will 
adequately protect scenic and recreational values. 

(37) The upper McKenzie River in the vicinity of the project has outstand- 
ing scenic and recreational values, but such values do not meet the test of 
“unique and most special type” recreational resources which should be pre- 
served in their natural state. 

(38) Construction of the project will provide substantial recreational facili- 
ties in the area involved which would not otherwise be provided. 

(39) EWEB should preserve to the maximum extent feasible the wildlife 
and scenic resources. 

(40) The installed horsepower capacity of the project hereinafter authorized 
is 36,000 horsepower. 

(41) The amount of annual charges to be paid under the license for the 
costs of administration of Part I of the Act is reasonable as hereinafter fixed 
and specified. 

(42) The amount of annual charges to be paid under the license for the 
purpose of recompensing the United States for the use, occupancy and enjoy- 
ment by the project of its lands, including transmission line right-of-way 
thereon shall be hereafter fixed and specified by the Commission. 

(48) The proposed 115-kv transmission line from the Beaver Marsh plant to 
the proposed switchyard near EWEB’s existing Leaburg plant is a primary 
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transmission line within the meaning of Section 3(11) of the Act and should 
be included in the license for the project. 

(44) In accordance with Section 10(d) of the Act, the rate of return upon 
the net investment in the project and the proportion of surplus earnings to be 
paid into and held in amortization reserves are reasonable as hereinafter 
specified. 

(45) The exhibits designated and described in paragraph (4) conform sub- 
stantially to the Commission’s rules and regulations and should be approved 
as part of the license for the project, except that revised Exhibit K maps for 
the entire project area, including transmission line facilities, showing a detailed 
project boundary, and Exhibit F, should be filed as hereinafter provided. 

Wherefore, it is ordered, subject to review by the Commission on appeal, or 
on its own motion, as provided by its Rules of Practice and Procedure, that: 

(A), This license is issued to City of Eugene, Oregon, by and through its 
Eugene Water & Electric Board, under Section 4(e) of the Federal Power Act, 
for a period of 50 years, effective as of the first day of the month in which 
the acknowledgment of the acceptance thereof is filed with the Commission by 
the Licensee, for the censtruction, operation, and maintenance of Project No. 
2059 upon lands of the United States, subject to the terms_and conditions of 
the Act which are incorporated by reference as a part of this license, and 
subject to such rules and regulations as the Commission has issued or pre- 
scribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form: L-2, December 15, 1953, 17 FPC 62, entitled “Terms and Conditions of 
License for Unconstructed Major Project Affecting Lands of the United States,” 
which terms and conditions are attached hereto and made a part hereof: and 
subject to the following special conditions set forth herein as additional articles: 

Article 25. The Licensee shall commence construction of the project within 
one year from the effective date of this license, shall thereafter with due dili- 
gence prosecute such construction, and shall complete the project and place it 
in operation within two years from such date. 

Article 26. The Licensee shall, within two years from the effective date of 
this license, file with the Commission Exhibit F, and revised Exhibit K in 
accordance with the Commission’s rules and regulations. 

Article 27. The Licensee shall pay to the United States the following annual 
charges : 

For the purpose of reimbursing the United States for the costs of adminis- 
tration of Part I of the Act, one (1) cent per horsepower on the authorized 
installed capacity (36,000 horsepower) plus two and one-half (2%4) cents per 
1,008 kilowatt-hours of gross energy generated by the project during the cal- 
endar year for which the charge is made. The Licensee shall also pay to the 
United States such charges as may hereafter be specified by the Commission 
for the purpose of recompensing the United States for the use, occupancy, and 
enjoyment by the project of its lands, including transmission line right-of-way. 

Article 28. The Licensee shall notify the District Forester in the City of 
Eugene thirty days before entering any revested Oregon and California Rail- 
road land, in order that any timber to be cut, used, or destroyed in the con- 
struction of the proposed project may be cruised and appraised, and the 
Licensee shall pay to the Bureau of Land Management, Department of the 
Interior, in advance of construction the value of such timber to be removed 
or destroyed. 

Article 29. The Licensee shall operate the project in such a manner that the 
river flows, as measured at a gauge to be established within one-quarter mile 
‘ downstream from Beaver Marsh Dam, shall not be permitted to fluctuate more 
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than 4 inches in any one hour, nor more than one foot in any 24-hour period, 
except in flood or emergency beyond the control of the Licensee. 

Article 30. The agreement between the Licensee and the State of Oregon, 
acting by and through the Oregon State Game Commission, dated April 18, 
1955, for the protection of scenic and recreational values and fish life, as modi- 
fied by the order of the State Engineer of Oregon dated September 7, 1955, is 
approved and adopted as the Federal Power Commission’s own determination 
in the matter, and the Licensee shall operate and maintain the project in 
accordance with the provisions of the agreement, as modified, subject to further 
order of the Federal Power Commission. 

(C) The exhibits designated and described in finding (4) above are approved 
as part of this license. 

(D) In acknowledgment of the acceptance of this license it shall be signed 
for the Licensee and returned to the Commission within sixty (60) days from 
the date this order becomes the final act of the Commission. 

Francis L. Hatt, 
Presiding Examiner. 


IN THE MATTER OF 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION 
(ON REOPENING) 


Upon Application for Certificate of Public Convenience and Necessity 
Docket No. G—1783 
October 17, 1955* 


Syllabus 


1. Commission finds that the claimed disadvantages to coal transportation and 
labor interests have not been established and that assuming their existence 
any such disadvantages are outweighed by the public benefits which will 
accrue from the proposed sale. P. 438. 

2. Commission issues a certificate of public convenience and necessity under 
section 7 of the Natural Gas Act to Transco authorizing the transportation 
and delivery of natural gas on an interruptible basis to Duke Power Oo. 
P. 435. 

Commissioner Digsy not participating. 


Richard J. Connor, George Meiburger, James V. Henderson, and William D. 
Melton, Jr., for Transcontinental Gas Pipe Line Corp. 
William L. Brunner for the staff of the Federal Power Commission. 


WoopnalL, presiding examiner: This reopened proceeding was heard on June 
15, 27, 28 and 29, 1955. Transcontinental Gas Pipe Line Corporation (herein- 
after referred to as “Transco”) is now authorized to sell gas to Duke Power 
Company (hereinafter referred to as “Duke”) under the Commission’s order 
issued June 25, 1952, modifying and amending a decision by a Presiding Exam- 
iner filed April.17, 1952. On April 29, 1955, Transco petitioned the Commission 
to amend said authority so that Transco can increase the authorized inter- 
ruptible sales to volumes not in excess of 50,000 Mcf per day from 30,000 Mef 
per day. 


* Initial decision became the final decision and order of the Commission by order of 
the Commission issued December 15, 1955, infra, p. 436. 
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Although the petition sought to eliminate the 5-year limit of the authority, 
Transco has since suggested limiting the additional authority to a 5-year period 
with annual volumes of: 


Mof 
First year 


Third year 
Fourth year 
Fifth year 


The proposed interruptible service to Duke over a 5-year period of 40,630 
Mcf would, if actually rendered, reduce Transco’s gas reserves by less than 
two-tenths years, reducing the life index of Transco’s proven recoverable gas 
reserves as of November 1, 1955 to between 16.4 and 17.7 years. 

It is found that such reduction of two-tenths of one per cent in the life 
index of Transco’s reserve is relatively de minimus in its adverse effect upon 
Transco’s future gas service.? 


TRANSCO’S REASON FOR SEEKING THE AMENDMENT 


In short, when the additional system capacity was certified in Docket No. 
G-4185 (Opinion No. 280) to enable Transco to meet its system requirements, 
gas allocated to meet the third year requirements of Transco’s customers south 
of Compressor Station 15 in South Carolina becomes excess gas to the extent 
that these southern towns and communities (1) are unable to use the gas on a 
high average load factor basis, and (2) are unable during their development 
period to take the volumes of gas allocated to meet their third year require- 
ments. The additional controlling fact is that Transco’s facilities north of 
Station 15 are incapable of handling all of that excess gas which its southern 
customers cannot presently use. This situation presents the need to find inter- 
ruptible sales of such excess gas, which Transco aptly calls “bottleneck gas,” 
in the area served by Transco south of Station 15. The proposal to increase 
sales to Duke for use at its Lee Generating Plant near Williamston, South 
Carolina, where Transco’s gas is already being used up to 30,000 Mcf per day, 
subject to certain total annual volume limitations, is Transco’s proposed solu- 
tion to the problem posed. The facts set forth by Vice President Bruns are 


1 See Opinion No. 280 issued March 7, 1955, In the Matter of Transcontinental Gas 
Pipe Line Corporation, Docket No. G-4185, G-2567, wherein the Commission found that 
Transco’s proven recoverable gas reserves as of November 1, 1955, were “reasonably ade- 
quate to meet its present plus proposed (in that proceeding) service with a life index of 
between 16.6 and 17.9 years. That opinion also determined Transco’s estimated maxi- 
mum annual system requirement of 247,673.8 Mcf. (14 F.P.C. 1) 

2 The proposal to amend by deleting the 5-year limitation would have had the effect of 
reducing the life index of the reserves nine-tenths of one percent. 

3 The Staff quoted the following testimony of Vice President Bruns: 

Transcontinental serves a great many small towns and communities in the southern 
part of its pipeline system, and has since its inception, and new ones have come 
along at several intervals. 

In a recent docket, G-4185, additional gas was proposed by Transcontinental to 
be served to all of those communities, and in fact, Transcontinental sponsored the 
allocation of their third-year requirements, three years beyond the present. 

That made available certain capacity in Transcontinental’s system during this 
growth period. The reason that Transcontinental sponsored those third-year allo- 
cations is that we felt it was imperative in many cases for those communities to 
increase their gas load in order to be economically healthy, and we were desirous of 
providing the gas that would allow them to do that. 


Footnote continued on following page. 
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uncontradicted and are found of record in this proceeding. 
The Staff very succinctly summarized the matter: 


The evidence of record discloses that Transcontinental’s facilittes.north 
of Station 15 in South Carolina are incapable of handling ail the ges:avail- 
able south of that station which its present southern customers cannot use. 
Therefore it appears that if the resulting idle capacity is utilized to make 
deliveries of valley gas available south of Station 15 to the Duke Power 
Company, as here proposed, unit costs of operation may be lowered suffi- 
ciently to eliminate further rate increases above those now proposed in 
Docket No. G-8487. On the other hand, the evidence reveals that if the 
restrictions on the sales of gas to the Duke Power Company, as requested 
in this proceeding, are not removed, Transcontinental may file for an 
increase in rates above the level of rates suggested in the aforementioned 
docket (T. 545, Exh. 21). 

In addition, the proposal herein contemplates delivery of only those 
volumes of natural gas to the Duke Power Company that cannot be deliv- 
ered north of Compressor Station 15. However, if the proposal of Trans- 
continental is certificated, it should be so conditioned as to provide for the 
utilization of such gas for the purpose of storage for delivery to either 
present or future customers of Transcontinental for superior use, in the 
event storage of gas should become possible. 





























Effect on Duke Power Company 

Duke Power Company urges the lifting of the limitations, resulting in 
larger sales to Duke, because of: 

(1) savings in cost of fuel based on present day fuel costs, 

(2) the stabilizing effect of the alternate fuel on fuel costs, 

(3) protection against a fuel shortage. 

Under the gas-purchase contract between Transcontinental and Duke 
Power Company, which is the subject matter of this proceeding, Duke is 
not obligated to take gas if gas is more expensive than other fuels, .39+no 

disadvantage to Duke, and presumably to its customers, can accrue. 





POSITION OF OTHER PARTIES 


National Coal Association, et al., are the only parties who oppose the appli- 
cation. The customer companies who participated support the application.* 

























Footnote continued from preceding page. 


The capacity that was made available by their non-use of gas during this period 
was not capacity that would permit Transcontinental to deliver that gas on a tempo- 
rary basis to the northern part of its system, as testified to by Mr. Schorre. 

Therefore, an outlet had to be found to sell that gas in the southern part of its 
system, or else Transcontinental was faced with a poor load factor operation in that 
southern zone. 

We felt that it was certainly in the public interest and in the customer's interest 
that the pipeline be operated at the highest load factor possible in order to maintain 
rates at the most reasonable level, which is particularly necessary to these southern 
customers that are struggling along with these small systems that they are trying to 
build up. 

4 Consolidated Edison Company of New York, Inc., one of the large northern customers 
of Transco, stated in their brief the following: 

In its petition to intervene, as well as by statements of counsel at the hearings 
held herein, your intervenor has declared its support of the instant application of 
Transcontinental, since it appears therefrom and from the record_in this proceeding 
that the increased interruptible deliveries to Duke Power Company; as proposed 
herein, would favorably affect Transcortinental’s revenues and improve thereconomy 
of the operation of its lines, resulting in beneficial effects upon its rates for gas sold 
to this intervenor and its other customers. 

Southern Railway Company is opposed but filed no brief. 
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FACTS SUPPORTING THE APPLICATION 


No new facilities are required or involved. Best use of certified capacity is 
at issue. Gas is “bottlenecked” at Station 15. This fact is admitted by all 
parties and was known when the present facilities were certificated. How fast 
the southern towns can actually use the volumes allocated to them is unknown. 
It was unknown when the allocation was made. The interruptible sale pro- 
posed does not prevent the southern customers from getting all the gas allo- 
cated to them. On November 1, 1955 Transco is scheduled to put the newly- 
certificated facilities into operation as authorized in Docket No. G-4185. Excess 
“bottleneck” gas will then begin to be available for interruptible sale. 

Interruptible sales will produce a higher load factor on Transco’s system. 
But on this record the actual resulting benefit to Transco’s customers is meas- 
ured by uncontroverted proof, namely, if Transco is authorized to make and 
actually sells the proposed volumes of “bottleneck” gas, the regulated deficiency 
in cost of service of $1,509,588 for the 12-month period beginning November 1, 
1955 (without the increased deliveries) will be reduced by $926,466 to $583,122. 
Without the proposed interruptible sales Transco will be faced with the alterna- 
tive of either absorbing a deficiency of $1,509,588 or filing for a rate increase.5 
These figures measure the benefit to Transco’s customers, some of which among 
the southern towns can ill afford any increase in their financial condition. The 
remaining $583,122 deficiency may or may not involve a rate filing depending 
upon whether Transco absorbs it or files for an increase. But even if Transco 
files for an increase the indicated deficiency is almost one million dollars less 
than it would be without the increased interruptible sales. 

The price of the gas to Duke is 1.9 cents per Mcf above the commodity rate 
for Zone 2. At that price Duke is getting no bargain, especially as such reve- 
nues will decrease deficiency in cost of service by almost one million dollars. 
These figures establish the economic feasibility of the proposal, which is here 
found to exist. 

THE STAFF’S SUMMARY IS EXCELLENT 


The principal question presented here is whether public convenience and neces- 
sity requires the authorization sought. Public convenience and necessity is to 
be determined only from the facts of each particular case, and in this case the 
record discloses that: 

(1) The present unit cost of service of Transcontinental may be lowered. 

(2) The proposed sale will improve the load factor on the company’s system. 

(3) The most economical use of the facilities south of Station 15 requires an 
off-peak sale in that area, and the Duke Power Company contract, as amended, 
provides an opportunity for such sale. 

(4) It appears that Transcontinental needs the revenues which would accrue 
from the additional sale to the Duke Power Company in order to obviate a pos- 
sible filing for further rate increases at the present time.® 

Both Transco and the Staff quoted from the decision of the Presiding Exam- 
iner, which the Commission modified and affirmed in the earlier proceeding 
when Transco was authorized to sell not exceeding 30,000 Mcf per day to Duke. 
That statement regarding the earlier case could be made here with equal force. 
It well’ summarizes the determining factors which the Commission has already 
passed upon and approved. 


5 See Exhibits 19, 20 and 21, and T. 549, where the policy decision to file for the in- 
crease is revealed. 
6 Brief, p. 5. 
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BENEFITS TO DUKE’S CUSTOMERS 


The saving of an estimated quarter of a million dollars over the next three 
years is substantial. There is no contra evidence to diminish the force of this 
proof. If coal increases in cost, Duke’s customers will benefit even more from 
these fuel economies, 

To meet competition the cost of coal might be reduced. This has happened 
as the Commission knows. In that event the cheapest fuel will be used. The 
availability of natural gas fuel tends to put competition to work to stabilize 
fuel prices. Duke’s customers benefit from such healthful competition. But 
competition cannot operate unless the proposed sale of gas to Duke is allowed. 
Coal prices are not regulated. 

Duke shows that the availability of gas in competition to coal creates a 
safety factor as a hedge against coal shortage caused by strikes. A recent 
strike reduced Duke’s coal reserves to an 18-day supply. Fuel reserves for 
service to over 200 towns and communities—over half a million people, it is 
reasonably contended by Duke, should not be measured in days. 


THE NATURE OF THE OPPOSITION 


The National Coal Association, et al., filed briefs in opposition and introduced 
several exhibits. 

Exhibit 22, sponsored by the Southern Railway Company, was originally 
admitted but on motion was struck, because it tended to prove no relevant 
fact.1| The loss of gross railroad revenue shown was not related to any rail- 
road. The loss was calculated by converting the natural gas into equivalent 
tons of coal and multiplying that number of tons by the lowest available freight 
rate. It was based upon the assumption of some group of railroads receiving 
less coal to haul and some potential reduction in gross revenues. No attempt 
was made to show whether actual loss of revenues or net loss of money would 
result to all or to any particular railroad in any particular amount. The evi- 
dence falls short of proving loss to any party to this proceeding. Loss is not 
established short of showing that all income is less than all outgo. For exam- 
ple, it cannot be determined whether the railroads suffer loss by reason of 
burning oil in diesels today instead of coal in steam locomotives by a showing 
that the oil used by the railroads displaces so many tons of coal, thus reducing 
the tons of coal hauled and gross revenues in a calculated amount of freight 
revenues not received. Evidence which stops with assumed potential shrinkage 
of gross revenue by some assumed but unidentified railroads does not tend to 
prove any fact relevant to the issues of this proceeding. 

The Southern Railway Company, which introduced Exhibit 22, filed no brief. 

The brief of the Coal Intervenors states that “Conservation of natural gas 
is the most important and controlling issue in this case.” The sale by Transco 
to Duke is characterized by words such as the following: 

1. Whether Transcontinental should be permitted to dump the large vol- 
umes of gas proposed into the boilers of the Lee Plant... [At present 
Transco has been authorized to sell gas at the rate of 30,000 Mcf per day 
for these very boilers.] 

2. Whether the public convenience and necessity require that Trans- 
continental be authorized to sell substantial volumes of natural gas to the 
Duke Power Company to be wasted as boiler fuel... 

3. Whether it would be in the public interest to permit the dissipation 
of large volumes of natural gas... 


7 See T. 697, 698. 
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The Commission has before it in this case the proposed increase from 30,000 
Mcf per day, which has already been found by the Commission not to consti- 
tute “dumping”, “waste” or “dissipation”, to 50,000 Mcf per day. The test 
under the Natural Gas Act is the same test that was applied to the earlier 
certification of the same, namely, as the Coal Intervenors state: Whether the 
public convenience and necessity require the sale. Realistically stated the 
issue is not conservation, as such, but whether the definable and measurable 
benefits to the public served by Transco and by Duke—the public interest this 
Commission is charged with responsibility for and empowered to regulate by 
the Natural Gas Act—outweigh the disadvantages of displacing that much 
coal as fuel at the Lee Plant.® 

Applying the tests which the Act specifies to the issues which the Act creates 
requires an evaluation of the proof submitted by the Coal Intervenors. 

The foundation of fact is laid by the admissions of Duke and Transco that 
the proposed deliveries of natural gas may, depending upon variations in actual 
use of the gas, displace an equivalent amount of coal; and that if this addi- 
tional gas is not delivered to Duke, coal will be used instead. Duke and 
Transco also admit that if coal becomes cheaper than this proposed gas Duke 
will return to the use of coal. 

The Coal Intervenors calculate in their brief that the coal displacement 
would result in losses of revenue to the mine operators and workers. Such 
computation assumes the maximum deliveries. This proof is of “consequent 
losses”—losses of particular business as a merchant loses a particular sale. 

The loss of revenues suggests but does not prove any actual loss or economic 
injury. To derive actual injury other facts not proven must be assumed, 
including the following: 

1. The lost particular sales will not be made up by other sales, hence, 
the projected lost revenues will not be repaired by other sales revenues. 

2. The loss of gross revenues from these sales means the certainty of 
net loss. 


The necessary proof is lacking with proving the additional facts, which may 
or may not be true. 





8 The conservation argument confuses the issues. This decision must determine the 
issues created by the Natural Gas Act in testing whether a certificate of public conven- 
fence and necessity shall be issued as required by Section 7(e) of the Act. Neither the 
Natural Gas Act nor any other statute that has ever been cited by any counsel or dis- 
covered after search sets forth a Congressional conservation policy relating to or con- 
trolling the utilization of gas or oil or coal. Congress—the sole author and source of 
Federal Policy—has not spoken on fuel conservation. Confusion, therefore, must be 
avoided between applying the issues created by the Natural Gas Act, which our cases 
Clearly indicate may result in effects upon the holding back or conserving of gas reserves, 
and applying to cases like this (in the absence of Congressionally established Federal 
eonservation policy as to gas or oil or coal) the self-interested view of the exploiters of 
one or the other of these competing fuels or perhaps our personal predilections. It should 
be noted in that connection that the dicta of Mr. Justice Jackson in the case of FPC v. 
Hope Natural Gas Company, 320 U.S. 591, 634f does not change the situation as to the 
source of authority to issue certificates or modify the statutory provisions by which such 
power is governed. He did not purport to create a conservation policy. He cited no 
authority. He did not pretend that the Courts or its Justices could delegate to anyone 
any regulatory authority over any conservation policy. In fact, he expressed commonly 
held views regarding the public interest, in a then scarce supply of gas situation. Con- 
fusion will not be so apt to result if the issues set up and the tests prescribed in Section 7 
of the Natural Gas Act are considered and used as the sole basis of deciding these cases, 
until Congress establishes a Federal conservation policy, to which our issuance of cer- 
tificates* of ‘public convenience and necessity becomes subject. This decision rests on this 
basis. 
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The same inconclusiveness affects calculations of lost wages. The evidence 
regarding the ups and downs of coal production is also indefinite and uncer- 
tain. Reduction in production is claimed as the result of gas displacement of 
coal. Oil has also displaced coal. How much reduction results from gas or 
any of many other causes is now shown. 

In contrast, there has been an over-all increase in use of coal by Duke and 
by the electric generating industry.® 

The equation of benefits against disadvantages is clearly resolved in favor of 
certificating the proposed sale. The advantages to the public who consumes 
natural gas and electric energy are defined and measured, as previously found. 
They are very substantial. The disadvantages: to mine owners .and workers 
have not been established with certainty. ‘The loss of this particular business 
may mean actual loss of money to mine owners, mine workers and railroads. 
But the loss of the sale of the particular coal here involved, to Duke also 
may not in fact result in actual loss. Other sales may more than make up the 
difference. The proof does not go beyond these mere possibilities and, hence, 
is not adequate. 

Under the facts of the record, it is found that the public convenience and 
necessity require the proposed sale of gas to Duke. The situation is but 
slightly different from that obtaining when Transco was authorized to sell 
the 30,000 Mcf per day to Duke. The benefits to the public have here been 
shown to be larger and more certain than in the earlier determination. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record and the briefs of the parties, it is 
further found and concluded: 

(1) Transcontinental Gas Pipe Line Corporation, a Delaware corporation, 
having its principal place of business in Houston, Texas, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission, Jn the Matter of Transcontinental Gas Pipe Line Corporation, 
Docket No. G-1277. 

(2) On April 29, 1955 Transcontinental filed a petition to amend the Com- 
mission’s Order Modifying and Affirming as Modified the Initial Decision of the 
Presiding Examiner Issuing a Certificate of Public Convenience and Necessity, 
issued on June 25, 1952, authorizing Transcontinental to deliver natural gas to 
Duke Power Company on an interruptible basis for use by that company in its 
Lee generating plant near Williamston, South Carolina, under an agreement 
dated July 31, 1951. 

(3) The agreement, as amended under date of May 20, 1955, between Trans- 
continental Gas Pipe Line Corporation and Duke Power Company, provides for 
maximum deliveries by Transcontinental to Duke Power Company of 50,000 Mcf 
of natural gas per day, in lieu of the maximum of 30,000 Mcf of natural gas 
per day provided in the initial agreement dated July 31, 1951 between the 


9 See Witness Leonard’s testimony, T. 701-753. The witness was careful to indicate 
the relativity of the proof. The following testimony is deemed especially important : 
PRESIDING EXAMINER: To make it perfectly clear, Mr. Leonard, isn’t this the 
situation—this will clarify any possible ambiguity. The fact of the matter is: al- 
though there has been some switching from coal to gas among the utilities who would 
otherwise have bought and utilized coal from these very districts you are talking 
about, and although there has been that reduction, there has nevertheless been such 
an increase in the generation of electric energy, and therefore in. the utilization of 
fuel, that there has been, nevertheless, a net increase. That is the fact of the situation? 
THE WITNESS. That is correct, that is exactly the way it is, although we have 
been losing a share of our market in that respect. 
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parties, and previously authorized by the aforesaid order of the Commission 
issued June 25, 1952. 

(4) Transcontinental now proposes to deliver natural gas, pursuant to said 
agreement as amended under date of May 20, 1955, through the facilities pre- 
viously authorized by the Commission by the said Order issued June 25, 1952, 
to Duke Power Company. on an interruptible basis for use by that company 
in its Lee generating plant near Williamston, South Carolina, in the following 
total annual quantities, but not to exceed 50,000 Mcf of natural gas on any 
one calendar day: 


Mef 


I ON icietetlcin acai aii eal la ania 11,700,000 
BON, INIIIE  iviscccrne sisal ia aeha alacant 8,300,000 
SAEG FORE . oiitcininmannaia~pnsiabann hid Retin nee Naat 6,930,000 
WOUPE WOO nciccattitnetticesnceboettitcsalnbhiah Bhbntits 6,850,000 
BREE FORD nccsnipcctsninstininenittg ect alent aainaiiia 6,850,000 


(5) The facilities previously authorized by the Commission by the aforesaid 
Order issued June 25, 1952 will continue to be used by Transcontinental in the 
transportation and sale of natural gas in interstate commerce subject to the 
jurisdiction of the Commission, and the operation thereof by Transcontinental 
is subject to the requirements of the provisions of the Natural Gas Act. 

(6) Transcontinental is able and willing properly to do the acts and to per- 
form the service proposed and to conform to the provisions of the Natural Gas 
Act, and the requirements, rules and regulations of the Commission thereunder. 

(7) The operation of the facilities as proposed herein, for the transportation 
and sale of natural gas on an interruptible basis by Transcontinental to Duke 
Power Company in the volumes and under the conditions hereinafter set forth 
are required by the present public convenience and necessity, and a certificate 
therefor should be issued. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission, that the Pre- 
siding Examiner’s Decision issuing a certificate of public convenience and 
necessity to Transcontinental Gas Pipe Line Corporation, filed April 17, 1952, 
which, as modified, became effective as the Decision of the Commission on June 
25, 1952, 11 F.P.C. 605, be and the same is further hereby modified so that para- 
graphs (A), (C), and (E) of said Decision shall read as follows: 

(A) The facilities herein authorized shall be used for the transportation and 
delivery of natural gas on an interruptible basis to Duke Power Company for 
use by that company in its Lee generating plant near Williamston, South Caro- 
lina, and the gas so transported and delivered shall not exceed 50,000 Mcf in 
any one calendar day, and shall not exceed more than the following total 
annual quantities: 


Mef 
RO NE hk ict eeccgrpnen isin nice gh cd iicusienidytinncioaretacbieeieiee pacaashommnninaiae 11,700,000 
RU hd a eapagiiaihnaseeabens aearoerieer enamel si ciipdipael cleaned 8,300,000 
EIU: SII scp. caiescncisteactetean ab acpi nase ticle tetenionaincapiineinn accel eaihiiicn aiid 6,930,000 
BPN SN a citcicickpeich cals nccichbncipiiie pesetipagniantnieaaiial teas egtetaiagiarinnihdenaimealaraas 6,850,000 
NEY I oasis a acca ana sere alge pap beiaiaaneben anaemia aaa 6,850,000 


(C) The operation of the facilities and the sale herein authorized is hereby 
limited to a period of five years from the date this decision becomes effective, 
unless such period shall hereafter be extended by order of the Commission; 
provided, however, that in the event underground storage of gas facilities 
become available to Transcontinental Gas Pipe Line Corporation, the Commis- 
sion either on petition to it or on its own motion may require superior utiliza- 
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tion of the gas here involved and terminate this authorization by order after 
opportunity for hearing. 

(E) Transcontinental is hereby required to report to the Commission annu- 
ally the monthly volumes of gas delivered to the Duke Power Company. Such 
annual report shall be made not later than February 1 in each year, com- 
mencing in the year 1956, and that in all other respects the Order Modifying 
and Affirming as Modified the Initial Decision of the Presiding Examiner Issuing 
a Certificate of Public Convenience and Necessity, issued June 25, 1952, shall 
remain in full force and effect as the Decision of the Commission herein. 

EMERY J. WOODALL, 
Presiding Examiner. 


Order modifying and affirming as modified 
the initial decision of the presiding examiner 
issuing a certificate of public convenience 
and necessity 


December 15, 1955 


On April 29, 1955, Transcontinental Gas Pipe Line Corporation (Transco) 
filed a petition to amend the Commission’s order issued June 25, 1952, in the 
above-entitled proceeding, authorizing the transportation and sale by Transco 
of natural gas in specified volumes to Duke Power Company (Duke) on an 
interruptible basis, to authorize Transco to increase its interruptible sales to 
Duke from 80,000 Mcf per day to volumes not in excess of 50,000 Mcf per day. 
The proposed sales would be limited to a five-year period with total annual 
volumes of 11,700,000 Mcf the first year; 8,300,000 Mcf the second year; 6,930,- 
000 Mcf the third year; 6,850,000 Mcf the fourth year; and 6,850,000 Mcf the 
fifth year. 

On October 17, 1955, after a hearing, the Presiding Examiner filed an initial 
decision in the above-entitled matter. Exceptions to that decision were filed as 
provided by Section 1.31 of the Commission’s Rules of Practice and Procedura, 
and pursuant to motion, oral argument before the Commission was had on 
November 22, 1955. 

The Presiding Examiner found that the operation of Transco’s facilities for 
the transportation and sale of natural gas on an interruptible basis to Duke 
in the volumes and under the conditions set forth above, and subject to certain 
further conditions, is required by the present public convenience and necessity. 
Customer companies of Transco participating in the proceeding support the 
authorization sought by Transco. 

Generally, we concur in the result reached by the Presiding Examiner. The 
issue is whether the public convenience and necessity require the authorization 
sought. The facts of record establish and we find that a need for interruptible 
sales of excess gas has arisen on Transco’s system by reason of (1) the recent 
authorization of certain sales by Transco in Docket No. G-4185, to customers 
in the southern part of its pipe-line system; (2) the inability of such customers 
to take the volumes of gas allocated to meet their third year requirements; 
and (8) the inability of Transco’s facilities north of its Compressor Station 
No. 15 to handle all the excess gas which its southern customers cannot pres- 
ently use. The facts establish and we further find that the proposed sale meets 
that need; that the effect of the proposed sale in reducing the life index of 
Transco’s gas reserves is relatively inconsequential; that the proposed sale will 
improve the load factor on Transco’s system; that it will provide the most 
economical use of Transco’s facilities south of its Compressor Station No. 15; 
that it may lower Transco’s present unit cost of service; and that it will pro- 
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vide revenues to Transco which may result in favorable effects upon Transco’s 
rates for gas sold to its present customers. 

Intervenors representing coal, labor and related interests advance objections 
to the Presiding Examiner’s decision. They criticize as lacking support in the 
record or as otherwise being improper, findings, among others, that Transco’s 
proposed interruptible sales will produce a higher load factor on its system; 
that Transco would receive a favorable price for its sale to Duke compared to 
the commodity rate for Zone 2, and that the proposed sale to Duke is economi- 
cally feasible; that substantial savings to Duke and its customers would result 
from the proposed sale; that availability of natural gas tends to promote com- 
petition beneficial to Duke’s customers; and that the proposed sale to Duke will 
afford a measure of protection against possible fuel shortages resulting from 
strikes and other causes. 

We have reviewed the facts of record and on the basis thereof we find that 
these findings are supported by substantial evidence and are otherwise free 
from errors of substance. 

These intervenors also contend that the Examiner’s decision departs from 
our. past determinations regarding consideration of conservation: and related 
matters in the issuance of certificates of public convenience and necessity under 
Section 7(e) of the Act. 

Insofar as questions of conservation, inferior and superior uses and related 
matters are present here, in determining whether the public convenience and 
necessity require the issuance of a certificate, there is no valid objection to 
giving such matters the weight they may deserve on the facts of a given case, 
short of assigning to them alone determinative weight.* We said in our Opin- 
ion No. 250 and accompanying order, issued May 11, 1953, 12 F.P.C. 109, 112, In 
the Matter of Mississippi River Fuel Corporation, Docket No. G—1995 (reversed 
by order issued December 15, 1953, 12 F.P.C. 114, wherein we stated however that 
“We reaffirm the principles announced in Opinion No. 250, .. .”): 

We have repeatedly held that the use of natural gas as boiler fuel is an 
inferior usage and that, while it is not to be denied in all situations, it 
should be permitted only on a positive showing that it is required by 
public convenience and necessity. 


The importance of considerations of conservation and inferior and superior 
uses in the issuance of a certificate of public convenience and necessity under 
Section 7(e) of the Act is established in a long line of Commission cases. For 
example, in Re Hope Natural Gas Company, 4 F.P.C. 59, 66 (1944), we affirmed 
the materiality of such considerations. In Re Memphis Natural Gas Company, 
4 F.P.C. 608, 610, 611 (1944), in dismissing the company’s application we said 
that it was in the public interest that its gas resources, which were then some- 
what depleted, be conserved insofar as possible for domestic, commercial and 
superior industrial uses. In Re Transcontinental Gas Pipe Line Company, Inc., 
7 F.P.C. 24 (1948), we emphasized the desirability of a gas storage program 
over the use of gas for boiler fuel. In Re Piedmont Natural Gas Corporation, 
9 F.P.C. 70, 87 (1950), we denied a request for a certificate authorizing pipe- 
line operations which would have been largely devoted to sales for boiler fuel 
usage. To the same effect is Re Texas Gas Transmission Corporation, 10 F.P.C. 
391, 400 (1951). 

Intervenors also contend that contrary to prior practices, the Examiner’s 
decision places upon them an undue burden of proof, by putting greater 
emphasis on the inability of intervenors to show losses in new revenues re- 
sulting from the proposed sales than on the showing required of the applicant. 


* National Coal Ase’n v. Federal Power Commission, 191 F. 2d 462, 467. 
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The showing required for the issuance of a certificate under circumstances 
such as those presented here is properly stated in the portion of our Mississippi 
River Fuel Corporation opinion quoted above, and we adhere to that statement. 
Under that standard the facts herein establish and we find that claimed dis- 
advantages to coal, transportation and labor interests have not been estab- 
lished and that assuming their existence any such disadvantages are out- 
weighed by the public benefits which will accrue from the proposed sale. 

In the circumstances of this case, we conclude that the facts of record 
summarized above and more fully detailed in the Presiding Examiner’s decision 
have controlling weight, and establish that the proposed sale by Transco to 
Duke, in the amounts and on the terms and conditions of the Presiding 
Examiner’s decision, are required by the public convenience and necessity. 

Upon review of the entire record in this proceeding, including the initial 
decision of the Presiding Examiner, the exceptions thereto, and oral argument 
before us, the Commission further finds that the Presiding Examiner’s decision 
should be modified in accordance with the qualifications stated above, and 
that as so modified, the decision of the Presiding Examiner should be adopted 
as the decision of the Commission as hereinafter ordered. 


The Commission orders: 


(A) The initial decision filed herein October 17, 1955, be and the same is 
modified as hereinabove provided. 

(B) The initial decision of the Presiding Examiner, as modified, shall be- 
come effective as the decision of the Commission as of the date of the issuance 
of this order. 


Commissioner Dicspy not participating. 


IN THE MATTERS OF 


PANHANDLE EASTERN PIPE LINE COMPANY, G-1116, G—1240, G—1317, 
G-1344, G-1417, G-1725, G-1754, G-2101; CITY OF PORT HURON, CITY 
OF MARYSVILLE, CITY OF ST. CLAIR, MICHIGAN, MUNICIPAL COR- 
PORATIONS, G-1152; SOUTHEASTERN MICHIGAN GAS COMPANY, 
G-1415; MICHIGAN CONSOLIDATED GAS COMPANY, COMPLAINANT 
v. PANHANDLE EASTERN PIPE LINE COMPANY, DEFENDANT, G-1379 ; 
NORTHERN INDIANA FUEL AND LIGHT COMPANY, G-1457 AND 
G-2234; MISSOURI CENTRAL NATURAL GAS COMPANY, G-1509; THE 
CENTRAL WEST UTILITY COMPANY, G-—1616; MICHIGAN GAS UTIL- 
ITIES COMPANY, G-1625; CITY OF AUBURN, ILLINOIS, G-—1659 


Upon a Proceeding Pursuant to Sections 4 and 5 of the Natural Gas Act 
June 7, 1955* 
Syllabus 


1. The actual cost of the utility’s debt, where reasonable, is the predominating 
and controlling factor in the determination of the fair measure of the cost 
of borrowed money in bearing upon a fair rate of return. P. 474. 

2. Commission finds that a rate of return of 5% percent during the refund 
period is fair, reasonable, and adequate. P. 475. 

8. Commission finds that costs for the first four months of 1954 with an ad- 
justment for annual return to reflect the volume of gas sold to resale 


* Initial decision became the final decision and order of the Commission by order of the 
Commission issued December 30, 1955, infra, p. 473. 
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customers for that period, as compared to the annual volumes of sales to 
such customers, will provide a realistic and fair basis for determining 
over-all cost of service for this period of 1954. P. 475. 

4. Commission refuses to include in Panhandle’s cost of service for the refund 
period certain pension payments made by Panhandle during the refund 
period, but applicable only to services of employees performed prior to 
the refund period, on the theory that this is a cost incurred prior to the 
refund. P. 475. 

5. Commission jinds no justification for the adjustment of compressor station 
equipment maintenance expense to account for variations in this item 
subsequent to the refund period, because this is a departure from the 
actual operating results experienced by Panhandle during the refund 
period. P. 476. 

6. Commission concludes that the 1951 tax loss carry-over is a proper deduc- 
tion in computing the tax liability of Trunkline for the full year 1952, 
because consumers should be charged for only the actual liability for 
Federal income taxes. P. 448. 

7. The use of an average of two three-day peak periods for the 1952 and 1953 
refund periods and of three days for the 1954 period is appropriate where 
the refund is computed on the basis of actual experience during a known 
period and there is no attempt to fix rates for the future. P. 476. 

8. Commission concludes that for the purposes of this proceeding the system- 
wide rather than the zone method of cost allocation should be employed. 
P. 476. 

9. Commission allows as part of the cost of service increases in the price of 
gas resulting from the operation of escalation clauses in gas purchase 
contracts. P. 476. 

10. Commission orders Panhandle to refund to its customers the excess charges 
collected by Panhandle from February 20, 1952 through April 30, 1954. 
P. 479. 

Commissioner CoNNOLE not participating. 

John 8. L. Yost, Harry 8. Littman, William Miller and Raymond N. Shibley 
for Panhandle Eastern Pipe Line Co. 

Samuel D. Pepper for City of Port Huron, Michigan. 

Dawid 8S. McHardy for City of Marysville, Michigan. 

Hugh H. Hart for City of St. Clair, Michigan. 

Cecil A. Runyan, Jesse J. Holland, Harvey A. Fischer, and Robert Y. Keegan 
for Southeastern Michigan Gas Co. 

Donald R. Richberg, Charles V. Shannon, Stanley M. Morley, Omar L. Crook 
and Walter Meek for Michigan Consolidated Gas Co. 

Robert Y. Keegan for Northern Indiana Fuel and Light Co. 

Seymour Krieger and Harry L. Welch for Missouri Central Natural Gas Co. 

Paul R. Stinson and Lester Seacat for The Central West Utility Co. 

Joseph W. McAuliffe for Michigan Gas Utilities Co. 

C. Terry Lindner for City of Auburn, Illinois. 

Francis J. Walsh and Lambert McAllister for the staff of the Federal 

Power Commission. 

MarsH, Presiding Examiner: This cause arises in connection with pro- 
ceeding pursuant to sections 4, 5, and 7 of the Natural Gas Act (the Act). 

By order issued September 3, 1948 in Docket No. G-1116, the Commission 
instituted an investigation of Panhandle Eastern Pipe Line Company’s (Pan- 
handle) rates and charges. 

On May 4, 1950, at docket No. G—1317, the Commission issued to Panhandle 

a certificate of public convenience and necessity pursuant to section 7 of the 
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Act authorizing the construction and operation of additions to its pipeline 
system by means of which Panhandle would receive from its Trunkline Gas 
Supply Company! (Trunkline), after the construction and operation of, the 
latter’s pipeline, and transport and deliver 250,000 Mcf of natural gas over 
and above that theretofore authorized. Im the same order, and at docket 
No. G-882, the Commission amended an earlier order and issued a certificate 
of public convenience and necessity to Trunkline authorizing the construction 
and operation of facilities by means of which its deliveries to Panhandle would 
be made. In addition, among other things, that order provided that further 
hearings be held in the proceeding in docket No. G-1317 with respect to the 
form of tariff and rate level which should be applicable to volumes of gas 
deliverable from the Panhandle system upon the completion of Trunkline’s and 
Panhandle’s facilities therein authorized. (9 FPC 721, 741.) 

Soon thereafter, namely on July 13, 1950, the Commission issued an order 
consolidating docket Nos. G-—1116, G-1317 and others and fixing a date for 
hearing of the consolidated proceeding. (9 FPC 924.) On June 13, 1951, fol- 
lowing such hearing, the Commission issued its Opinion No. 214 in which the 
Commission found Panhandle’s charges to utility customers unduly discrim- 
inatory, preferential and unlawful; and that Panhandle’s rates should be 
based on total costs for all its gas supply; and approved a form of tariff 
effectuating that finding, which tariff was to become effective upon the intro- 
duction into Panhandle’s system of the gas transported and delivered through 
Trunkline’s facilities. The Commission did not fix the rates and charges to 
be applicable thereafter. (10 FPC 185.) Opinion No. 214—A, which was issued 
on August 22, 1951, modified and amended the gas tariff authorized by the 
Commission in Opinion No. 214, and ordered Panhandle to file substitute tariff 
sheets to conform to the amended opinion. 

Thereafter, Panhandle, as directed, submitted tariffs and proposed rate 
schedules, which tariffs and rate schedules Panhandle requested be permitted 
to become effective as of September 20, 1951. By order issued September 5, 
1951, the Commission suspended the last proposed tariffs until February 20, 
1952; but upon motion of Panhandle, the tariffs were allowed to become ef- 
fective under bond on February 20, 1952. After the conclusion of hearings 
with respect to the suspended tariffs, and in the record of which hearings 
it was agreed between the Company and the Staff that the calendar year 
1952, as adjusted, was a fair and reasonable test period for the purpose thereof, 
the Commission issued its Opinion No. 269 and accompanying order. 

In that Opinion the Commission fixed Panhandle’s rates for the future to 
be effective May 1, 1954. It went on to say, however: 

It appears from the record in these proceedings that it is not feasible 
to determine at this time the appropriate disposition of the revenues 
eollected under Panhandle’s higher rates, because of the necessity of our 
having before us a record reflecting the actual operating results throughout 
the entire refund period; further study must therefore be given to this 
problem. The rates which we have above determined to be fair and 
reasonable beginning May 1, 1954, might be inequitable if applied to the 
period February 20, 1952, to May 1, 1954, because of differences between 
the volumes of sales used in our computations in the costs of service and 
those actually experienced by Panhandle during this period. We therefore 
find it necessary to reserve at this time, subject to our further order, the 
disposition of the revenues collected during the refund period; we shall 
therefore provide in our order herein for the prompt submission of the 


1 Now named Trunkline Gas Company. 
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necessary data on the record, which will be reopened for this specific 
purpose. Thus we expect to dispose of the refund question without avoid- 
able delay. 

From the data now available, however, it would appear that the refund 
which Panhandle will have to make in accordance with the principles 
set forth in this Opinion will be in the neighborhood of $32,000,000 or 
approximately half of the amount which Panhandle has collected under 
bond pursuant to its proposed rate increase during the refund period, 
February 20, 1952 to May 1, 1954. 

And the Commission further found that: 

The record in these proceedings should be reopened to determine (1) what 
are just and reasonable rates during the period from February 20, 1952 
to May 1, 1954, or (2) the excess charges collected by Panhandle which 
are to be refunded under order of the Commission issued March 5, 1952 
in these dockets. 

On April 21, 1954, the Commission issued an order reopening the record 
herein. In that order, the Commission adverted to the fact that in Opinion 
No. 269 it had “[R]eserved the right to reopen the record in these proceedings 
for the prompt submission of necessary data from which the Commission may 
determine (1) what are the just and reasonable rates [for Panhandle] during 
the period from February 20, 1952 through April 30, 1954 and (2) the excess 
charges collected by Panhandle during that period which should be refunded.” 

In order to carry out the provisions of its order issued September 5, 1951 
(suspending the rates filed by Panhandle pursuant to the direction of the 
Commission) the order issued March 5, 1952 (making the rates effective under 
bond) and Opinion No. 269, the Commission in the order of April 21, 1954 
ordered (in pertinent part) that: 

A The record in these proceedings is hereby reopened for the purpose of 
determining what are the just and reasonable and otherwise lawful rates 
and charges by Panhandle for sales under the Natural Gas Act for the 
period from February 20, 1952 through April 30, 1954. 

Pursuant to the Commission’s order a public hearing was held at which all 
participants were afforded an opportunity to present testimony and documentary 
evidence, and at which Panhandle and the Staff of the Commission did present 
such testimony and documents. Thereafter, an opportunity was afforded all 
participants to file briefs, and briefs were filed by Panhandle, Michigan 
Consolidated Gas Company and the Staff of the Commission. 


THE ISSUES 


When the hearing was convened on October 20, 1954 Panhandle moved that 
it be recessed to permit informal conferences having for their objective either 
settling the matter in its entirety or the consummation of a stipulation which 
would simplify the issues. That motion was granted, such conferences were 
held and such a stipulation was arrived at. Except for the points enumerated 
below as issues, the parties and participants are in agreement. 

The questions remaining in controversy, and in issue, are: 

(1) Does Opinion No. 269 establish the rate of return for the refund period 
as well as for the future, and if not what is a fair and reasonable rate of 
return for the refund period? 

(2) In the determination of cost of service for the refund period consisting 
of the last 1014 months of 1952, the full year 1953, and the first four months 
of 1954, should consideration be given to costs incurred outside such refund 
period? 


468917—59——31 
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(8) In the determination of the cost to Panhandle of gas purchased from 
its virtually wholly-owned subsidiary, Trunkline, during the period February 20, 
1952 through December 31, 1952, should there be allowed as part of such 
cost the sum of $1,070,470 resulting from Trunkline’s net operating “tax loss 
carry-over” from the year 1951 in the amount of $988,127? 

(4) Should (i) a zone allocation method be used in segregating jurisdictional 
from non-jurisdictional costs and (ii) demand costs be allocated on the basis 
of deliveries during the maximum 3-day peak period of the winter heating 
seasons or of the calendar years? 

(5) Should increases in the price of gas purchased prior to May 1, 1954 
resulting from the operation of escalation clauses in gas purchase contracts 
be allowed as part of the cost of service? 

(6) Does Panhandle’s allocation of costs to sales of heavier hydrocarbons 
to National Petro-Chemical Corporation constitute a deviation from the allo- 
cation of costs approved by the Commission in Opinion No. 269, or is that 
a matter not covered thereby? In the latter event what is a proper allocation 
of such costs? 

(7) Should a pension premium paid in December, 1952 on a contract rider 
executed in October 1952, effective January 1, 1952 be allowed as a cost of 
service for the year 1952? 

(8) Should tax savings derived by Panhandle from interest payments on 
impounded funds be credited against cost of service to arrive at reasonable 
rates for the refund period? 

I 


BATE OF BETURN 


Panhandle contends that, although the determination in this proceeding is 
related to a past, rather than a future period, the issues here are the same 
as in the usual rate case. The difference is, Panhandle contends, that here 
the determination to be made is not for an indefinite future period, but for a 
known past period. On that basis, Panhandle insists that it is entitled to 
a rate of return other, and higher, than that fixed by the Commission for the 
period beginning May 1, 1954. Accordingly, Panhandle here seeks a return of 
not less than 614% for the refund period. 

The hearing in the proceeding upon the record of which Opinion No. 269 
is based, was concluded on May 15, 1953. In the proceeding to which that 
Opinion is applicable the calendar year 1952, adjusted or “normalized”, was 
employed as the test period. In that opinion, which, it will be remembered 
was issued on April 15, 1954, the Commission stated: 

*** We have in this record abundant evidence on the matter of rate of 
return including yields on bonds of public utilities, railroads, industrials, 
as well as treasury bonds, data on public offerings of natural gas bonds, 
preferred and common stocks, earnings price ratios of natural gas and 
electric common stocks, natural gas capitalization ratios, together with 
detailed information on the outstanding securities and earnings of Pan- 
handle. 

The Commission in that opinion found that the Staff's recommended rate 
of return of 544% would result in an allowance of 10.6% (based on capitaliza- 
tion as of December 31, 1952) on common equity capital or a net of approxi- 
mately 10 per cent after reasonable allowance for the cost of financing.2 The 
evidence in this proceeding shows that no securities were issued by Panhandle 
during the period February 20, 1952 and May 1, 1954. 


2It should be noted that Panhandle did not ask for a rehearing on the rates fixed in 
Opinion No. 269, which were based upon an allowed rate of return of 5% per cent. 
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The record in the earlier proceeding showed that the weighted average 
cost of Panhandle’s outstanding debt as of June 1, 1952 (which was $123 mil- 
lion) was 2.90%, excluding the unamortized discount expense, and call 
premiums associated with retired issues. It showed, also, that as of De- 
cember 31, 1951, there were outstanding 132,625 shares of $100 par 4% pre- 
ferred stock, representing a cost of preferred stock capital after allowance 
for call premiums, of 4.02%. In the opinion the Commission took cognizance of 
bond debenture and preferred stock yields as of the end of January 1954, and 
having done so, stated: 

We find that the present cost of the company’s outstanding long term 
debt of 2.90% and its cost of 4.02% on the preferred stock are proper 
measures of the cost of borrowed money and of preferred stock funds in 
bearing upon a fair rate of return for Panhandle in this case. *** 

Even assuming the necessity to raise additional debt and preferred capital 
under current market conditions, the Commission felt that: 

*** In any event reasonably sized issues of debt and preferred at current 
rates would not appear likely to materially affect the actual cost of 
2.90 per cent and 4.02 per cent. 

It appears to be contended here by Panhandle that although the Commission 
found that 2.90 per cent was the actual cost to Panhandle of its borrowed 
money, and that such rate would provide a fair return on Panhandle’s debt 
capital, the Commission did not intend that its conclusion to allow 2.90 per cent 
as a return on debt capital be taken to indicate that historic cost of debt 
‘apital was to be used to the exclusion of current cost. But, whether or not 
the Commission did so intend, no evidence was offered at the current hearing 
which would necessitate a change in the amount allowed as return on debt 
whether determined on one hypothesis or the other. 

It is obvious that the Commission was fully aware of the increases which 
had taken place in the cost of money to and including January, 1954. The 
Commission’s awareness of the current situation and the situation which 
existed during the period coinciding with the refund period is evident in the 
statement, made it will be remembered on April 15, 1954, that: 

Furthermore, it seems likely that Panhandle could, if necessary issue 
new debt securities under prevailing market conditions at a rate not 
appreciably higher than that on its issue of debentures in June 1951. 

In connection with the determination of a reasonable rate of return on 
equity capital the Commission gave consideration to the earnings price ratios 
of natural gas companies and electric utilities and the relationship of market 
price to book values of such companies. It found that during the period 
January 1946 to July 1952 the monthly earnings price ratios of eight natural 
gas companies’ common stocks ranged from a low of 6 per cent in early 
1952 to a high of 9.9 per cent in early 1948 and averaged 7.85 per cent. 
The figure stood at 6.20 per cent in June 1952. 

The record here shows that during the period July 1952 through June 1954 
the monthly earnings price ratios of the same companies ranged from a low 
of 5.90 per cent in January 1953 to a high of 7.7 per cent in September, 1953. 
For the full year 1952, the straight average was 6.2 per cent, for the year 
1953, 7.0 per cent, and for the first six months of 1954, 6.9 per cent. The 
average for the entire period was 6.65 per cent. That factor would appear 
to indicate the need of a lower rather than a higher rate of return for the 
refund period. 

Panhandle’s rate of return witness in this proceeding referred to the fact 
that he had already testified in the earlier case and had then given his 
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judgment that Panhandle was entitled to a 614 per cent rate of return. More 
specifically he stated: 
Based upon the testimony and exhibits which I have heretofore spon- 
sored in this proceeding, and Exhibit No. 835 [exhibit currently pre- 
sented] *** it is my opinion that the fair rate of return for Panhandle 
Eastern Pipeline Company for the refund period *** was not less than 
61% per cent. 

Exhibit No. 835, the witness insisted, supplies information which was not 
previously of record in the proceeding. It contains statistics for the years 1952 
and 1953 relating to the 13 natural gas companies whose common stocks and 
earnings price ratios were considered in Opinion No. 269. The rate of return 
earned by those companies on average utility plant in service, less reserves, 
for the years 1952 and 1953 are shown as 6.16% and 6.18%, respectively, and 
the return earned on average equity capital for the years 1952 and 1953 are 
shown as 13.14% and 12.59% respectively. 

It should be pointed out, however, that the earnings shown in this exhibit 
accrued from all of the activities of the companies listed including business 
not subject to the Commission’s jurisdiction. The data do not show what 
the earnings were from the regulated business alone. 

In Opinion No. 269, the Commission found that a rate of return of 5%% 
after provisions for all taxes would service the outstanding debt and pre- 
ferred stock, and permit a return of 11.41% on the common equity associated 
with the jurisdictional plant and business. 

In arriving at its conclusion that 53%, per cent was a fair, reasonable and 
adequate return for Panhandle for the period subsequent to April 30, 1954 
the Commission took into account not only the factors which have been re- 
ferred to above, but also Panhandle’s history, the nature of its business, the 
high regard with which investors hold its securities and its strong financial 
position. The rate allowed compared favorably with the rate allowed other 
natural gas companies having regard for differences in capital structures. 

It is believed that nothing has been presented for the record in this pro- 
ceeding which would require, or justify, a rate of return for the refund 
period different from that allowed by the Commission in Opinion No. 269. It 
is concluded, therefore, that for the period February 20, 1952 through April 30, 
1954 a rate of return of 534 per cent is fair, reasonable and adequate for 
Panhandle. 

REFUND PERIOD COSTS 


The refund period, namely February 20, 1952 through April 30, 1954, falls, 
of course, in three separate calendar years. It appears to have been agreed 
among the participants in the proceeding that substantial and complicated 
adjustments would have to be made in order to furnish a single set of rates 
applicable to the entire refund period. Testimony presented by both Panhandle 
and the Staff was that extreme difficulty would have been encountered also 
had it become necessary to determine costs of service for the fraction of the 
year 1952 subsequent to February 19th. The same, or greater problems, would 
have been encountered had it been necessary to establish the rates on a fiscal 
year basis beginning with February 20th of each year. 

Panhandle’s testimony was that since the fiscal years of the refund period 
were very near the respective calendar years, the use of the calendar years 
as a basis for determining the rates for the respective annual refund periods,° 


3 Subject, however “[t]o the reservation that a non-recurring tax loss carry-over of 
Trunkline Gas Supply Company, which was extinguished during January and part of Feb- 
ruary 1952, not be projected into the actual refund period’. See p. 19 for a discussion of 
that subject. 
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was acceptable to that company. As a consequence, Panhandle computed 
three separate sets of rates, one of which was applicable to each of the three 
calendar year periods. To that extent, the procedure adopted by Panhandle 
was acceptable to the other participants in the proceeding. 

Thus, rates proposed for the purpose of determining refunds on revenues 
received during the period February 20, 1952 through December 31, 1952 were 
based on Panhandle’s experience for the full calendar year 1952. Panhandle’s 
proposed rates for 1953 were based, of course, upon its 1953 experience. How- 
ever, in proposing rates for January 1 threugh April 30, 1954, Panhandle’s 
operating experience for that year was not yet available, and in that instance 
Panhandle employed, instead, the revenues and expenses experienced during 
the eight months period January 1 through August 31, 1954, and thus de- 
veloped average unit costs for use in the determination of rates for the 
January 1,-April 30, 1954 period. 

The Staff and Panhandle agreed on the net plant investment, the actual op- 
erating cost,t depreciation expense, and taxes, except Federal income taxes, 
for the respective calendar year periods; but did not agree with respect to the 
use of the eight months experience in the determination of rates applicable 
to 1954. The Staff, in developing its unit costs for the January 1, 1954 through 
April 30, 1954 portion of the refund period confined its determination to Pan- 
handle’s costs and sales for that four months period. While it thus undertook 
to determine the actual cost per books for this period it did make adjustments 
for such “delayed items” as were brought to its attention by Panhandle. 

The Staff contends that in utilizing, for the purposes of determining unit 
costs for the first four months of 1954, the revenues and expenses for the 
first eight months of that year, Panhandle’s treatment of costs is contrary 
to the findings of the Commission in Opinion No. 269. In support of that 
contention, the Staff cites the language contained in that Opinion which has 
been heretofore quoted at page 440 above, and insists that it is patent therefrom 
that the Commission did not intend that costs beyond April 30, 1954 be utilized 
for the purpose of determining average unit costs for the first four months 
of 1954. 

Panhandle does not contend that in determining costs of service for the 
1954 refund period the Staff has failed to include therein any costs which 
ean be directly attributed thereto. It contends rather that costs are seasonal; 
that during the winter season, its sales and revenues are relatively much 
higher and its maintenance expenses are relatively lower than during the 
summer months. Studies which it made reveal that on the basis of its com- 
putations the unit costs, exclusive of return and Federal income taxes, were 
only 16.5¢ per Mcf for the 50 days January 1 through February 19, 1952, as 
compared with 21¢ for the remainder of the year. Similar studies of costs 
which included the cost of gas supply, operation and maintenance, depreciation 
and taxes, other than Federal income, reveal an average unit cost per Mcf 
for the year 1953 for interstate service of 19.3¢, for the period January 1 
through April 30, 1954—19.5¢, and for the period January 1 through August 31, 
1954—20.2¢ per Mcf. 

A comparison of the rates derived from the costs of service determined by 
the Staff for the period February 20, 1952 through December 31, 1952, the 
year 1953, and the period January 1, 1954 through April 30, 1954, respectively, 
reveals lower rates for the latter period even though the evidence shows 
that in 1954 there was an increase of 3 cents per Mcf in the minimum price 


4 Except for the amount of $81,257, which the company included but the Staff did not. 
for retirement premium payment; $78,551 being applicable to interstate cost of service 
(infra, p. 459). 
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of gas in Kansas, an increase of % cents per Mcf in the field price of gas 
produced in the Texas Panhandle field and a general wage increase of 6.2 per 
cent effective March 1, 1954. 

The primary and basic purpose of this proceeding is the determination of 
rates which will return to Panhandle its costs of service including a’ reasonable 
return on its investment for the refund period. As already has been indicated, 
it is not believed to have been the intent of the Commission to confine the 
determination of costs in such manner, or within such limits, as would pro- 
duce an unreasonable result. That does not mean, however, that we are to 
abandon reality and fix rates for the first 4 months of 1954 upon a hypothetical 
situation which we know did not exist. Whether unit costs for the period were 
higher or lower than such costs during the other periods, or whether they 
were higher or lower than those for the full year, have no significance. Nor 
are we here concerned with whether unit costs as so determined are typical 
of another, or larger, period. If we were here determining reasonable rates 
for the full year 1954, certainly due weight would have to be, and would be, 
given to seasonal variations in sales and expenses. But the question, and the 
sole question, here is whether the costs as found are the real costs experienced 
during the period. 

The real substance of Panhandle’s contention seems to be that rates fixed 
for the first four months of 1954 must reflect the effect of seasonal fluctuations 
throughout the year 1954, in order that the revenues derived therefrom to- 
gether with those derived from the rates which became effective on May 1, 
1954, will produce satisfactory results for the year 1954. The contention is 
based upon an assumption which is not borne out by the evidence. But, even 
if it were, since the rates here ordered for the earlier period are intended 
to and will result in the return to Panhandle of the actual costs of service 
including a reasonable rate of return incurred in that period, the fault would 
lie with the inadequacy, not of these rates but with the rates fixed by the 
Commission in Opinion No. 269. That is a matter not before this Examiner. 

However, the evidence has been carefully scrutinized to determine whether 
or not there are costs indirectly attributable to the operations during the 
first four months of 1954 which are not otherwise included in the Staff's 
costs of service for that period. Panhandle’s witness on the subject several 
times referred in his testimony to the fact that maintenance expenses are 
higher in the warmer months at a time when sales are lower. There seems 
to be implicit in that testimony and in the argument in connection therewith 
the thought that during the seasons of higher sales there are incurred costs, 
in the sense of the loss in service value not restored by maintenance during 
the same period and not within the contemplation of depreciation expense, 
which are not reflected on the books until a later period when the actual 
expenditures therefor occur. 

The evidence shows that in the Staff’s cost of service for the four months 
ended April 30, 1954 there are included amounts for Maintenance Expense in 
excess of similar costs experienced on the average during the entire preceding 
year. It shows, also, that except for the sub-account covering the mainte- 
nance of compressor station equipment, the amounts reflected in the Staff’s 
study exceed the amounts, on the average, of those claimed by the company 
for the period during the eight months ended August 31, 1954. With respect 
to the cost of maintenance of compressor station equipment, the amount pro- 
posed for allowance by the Staff on the basis of the four months ended 
April 30, 1954 is $391,272 as compared with an amount of $449,348 representing 
one-half of the eight months experience as proposed by the company, Thus, 
the Staff’s proposed allowance for compressor station equipment is $58,076 
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less than the amount claimed by the company. It would seem to follow, there- 
fore, that if there were added to the four months maintenance expense pro- 
posed for allowance by the Staff, the amount of $58,076, the difference between 
the use of the eight months period proposed by the company as contrasted with 
the four months period proposed by the Staff, in its effect upon unit costs, 
would have been compensated for. 

It is concluded, therefore, that such an additional allowance is appropriate 
and will be made. 


TRUNKLINE GAS COMPANY’S TAX LOSS CARRY-OVER 


Panhandle owns 96.8% of the outstanding common stock of Trunkline Gas 
Company. Because of that inter-corporate relationship, the rates which 
Trunkline charges for gas delivered to Panhandle are rates which were pre- 
scribed by the Commission on a cost-plus-6% rate basis. (Opinion No. 269, 
p. 2.) 

Trunkline commenced operations on October 1, 1951. Because of the 
absence of operating revenues while it, nevertheless, was paying interest on 
capital borrowed for construction purposes, there accrued to Trunkline in 
1951, a tax loss in the amount of $988,127 which could be carried over from 
the year 1951 into the year 1952, as a deduction from its taxable income for 
the calendar year 1952. 

Although, in determining unit costs on which to base rates for the period 
February 20, 1952 to December 31, 1952, Panhandle purported to employ its 
actual experience during the calendar year 1952, it excluded therefrom this 
tax loss carry-over which Panhandle’s witness described as a “[n]on-recurring 
tax loss carry-over of Trunkline Gas Company which was extinguished during 
January and part of February 1952, not to be projected into the actual 
refund period.” 

The witness testified further that “Abnormal items of profits or loss prior to 
the refund period have not been related to or projected into the cost of 
service rates for the refund period, and, accordingly the 1951 tax loss carry- 
over has been eliminated from the cost of service for the refund period.” 

The testimony is that because the rates prescribed by the Commission are on 
a cost-plus basis, those rates are determined monthly and Trunkline’s taxable 
net income is determined each month due to the fact that its monthly return 
earned is fixed by the tariff as a component of the monthly gas bill to Pan- 
handle Eastern. On the basis of those monthly calculations, Trunkline’s 
normal taxable net income for January 1952 was found to be $495,448. Pan- 
handle contends that against that amount there be set off an equivalent 
amount of tax-loss carry-over which would thus leave $492,679 still to Be 
carried over to February 1952. Similarly, the “non-taxable net income” for 
February 1952 was determined as $495,267. Thus, it is contended by Pan- 
handle that Trunkline’s 1951 tax loss carry-over was “used up” in the months 
of January and February 1952 and that no part of the $988,127 of tax loss 
carry-over, which was carried over into 1952 from 1951, was left when the 
refund period began on February 20, 1952. On that basis, it is contended 
that although Trunkline was not an income tax payer prior to February 20, 
1952, it became a tax payer on that date, which was, of course, the date oni 
which Panhandle began to collect the increased rates under bond. 

The Staff determined the cost of gas delivered by Trunkline to Panhandle 
on an annual basis and Panhandle concedes that such determination for the 
full year 1952 is correct. Panhandle further contends, however, that gas pur- 
chased cost for the period February 20 to December 31, 1952 can not be pro- 
rated mechanically. “In order to achieve an accurate and meaningful result”, 
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Panhandle contends, “the out of period carry-over credit must be eliminated.” 

Panhandle insists that this item is an abnormal and non-recurring one and 
that in a “normal rate case”, that is, one in which rates are being fixed for 
the future, it would be disregarded. Further Panhandle contends that because 
the circumstances which afford the basis for the tax credit, namely, the lack 
of operating revenue and the payment of interest, arose prior to the year 1952 
and the refund period, no deduction can be made therefrom in the later 
period. 

The evidence shows, however, that Trunkline accrues its Federal income 
tax liability on a month to month basis, it files its separate tax return once a 
year, and it is on a calendar year basis. There is no evidence that the 
charges which Trunkline billed to Panhandle for gas delivered in January 
and February 1952 were calculated upon the assumption that Trunkline would 
pay no Federal income tax for its January and February operations. On the 
contrary, it appears that in the computation of Trunkline’s costs for the pur- 
pose of rendering charges for gas delivered to Panhandle the estimated 
Federal income tax cost for the year was determined and the appropriate 
portion thereof was included in its charges for January and February 1952. 

The Commission has consistently held that consumers should be charged for 
only the actual liability for Federal Income Taxes. (United Fuel Gas Com- 
pany, Opinion No. 258: Mississippi River Fuel Corporation, 4 F.P.C. 340; 
Transcontinental Gas Pipe Line Corporation, Opinion No. 227.) The treatment 
proposed by Panhandle would be wholly unrealistic in approach, and would 
necessarily result in a charge to Panhandle’s consumers in excess of actual tax 
liability of either Trunkline or Panhandle. With respect to the contention 
that the tax loss carry-over is attributable to 1951 and is not properly to be 
reflected in 1952 operations, it should be noted that the Commission was con- 
fronted with a similar situation in Transcontinental Gas Pipe Line Corpora- 
tion, supra. There, a loss carry-over of $7,512,000, arising in the year 1951, 
was treated as a credit to income taxes for the entire year 1952, and in 
connection therewith the Commission said: “there can be no justification for 
allowing more in the way of Federal income taxes than it appears Transcon- 
tinental will be called upon to pay.” 

Based upon the evidence presented herein and the decisions of the Com- 
mission heretofore rendered, it is concluded that the 1951 tax loss carry-over is 
a proper deduction in computing the tax liability of Trunkline for the full 
year 1952; and that the amount thereof is not properly applicable only to 
the months of January and February 1952. Consequently, the cost of gas 
purchased by Panhandle from Trunkline during the February 20 through 
December 31, 1952 period was properly credited with that portion of Trunk- 
line’s tax loss carry-over attributable to that period on the basis of the spread- 
ing of such saving over the entire year 1952, and the claim of Panhandle 
with respect thereto must be and is denied. 


ALLOCATION OF COST OF SERVICE 


As was pointed out in Opinion No. 269, since the same facilities are used 
to serve both jurisdictional and non-jurisdictional interstate customers, it is 
necessary that there be determined the portion of the total cost of service 
fairly attributable to the service of interstate wholesale customers whose rates 
are subject to the Commission’s jurisdiction. A preliminary step in such an 
allocation is the classification of such costs into demand and volumetric func- 
tions. It appears that the parties are in agreement as to the appropriate 
classification of costs between those functions and that the agreed upon clas- 
sification conforms to that employed by the Commission in Opinion No. 269. 
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But the demand costs, so segregated, must then be allocated to classes of 
customers on the basis of their respective peak responsibilities during the peak 
period and the unit cost thus derived must be applied to the demands experi- 
enced during the several rate periods. In the earlier proceeding Panhandle 
did not use the system peak responsibility method but instead assigned to its 
jurisdictional utility customers 99.731% of the estimated system daily delivery 
capacity upon the premise that such customers by contract or as a result of 
the Commission’s Order of March 4, 1952 had imposed upon Panhandle a 
delivery obligation in excess of the estimated sustained delivery capacity of 
the Panhandle system. But in that contention Panhandle was not successful. 
There the Staff employed a three-day peak period falling within the winter 
1951-1952, namely January 5, 6 and 7, 1952 and the Commission found that 
3-day sustained system peak period to be fairly representative in connection 
with the use of 1952 for the test period. 

Since it is agreed in this proceeding that separate rates for each of the 
calendar periods are desirable, it became necessary to select the appropriate 
peak for each such period. For the purpose of the allocation of such costs 
in the 1952 calendar year, Panhandle employed the three-day sustained peak 
of the 1951-1952 winter heating season which occurred on January 5, 6 and 7, 
1952. For the purposes of the 1953 allocation Panhandle used the maximum 
sustained system peak experienced in the 1952-1953 winter season, namely, 
January 5, 6 and 7, 1953. For that portion of the year 1954 which falls 
within the refund period both Panhandle and the Staff selected and used the 
peak period which fell on January 10, 11 and 12, 1954. 

Thus, while the Staff employed the maximum 3-day sustained peak, it 
selected the period for each rate period from the company’s experience during 
that calendar period. Making its selections in that manner, the, Staff chose 
for the period February 20, 1952 through December 31, 1952, the peak which 
occurred on November 26, 27 and 28, 1952. And for the year 1953 it chose 
and employed the 3-day sustained peak which occurred on December 14, 15 
and 16, 1953. The Staff, consistently with its position relating to “Refund 
Period Costs”, contends that it has classified Panhandle’s cost of service 
between demand costs, commodity cost and customer costs in the same manner 
as was done by the Commission in Opinion No. 269. The Staff further con- 
tends that to go outside each calendar period in the selection of a peak 
period would do violence to the intent of the Commission as expressed in its 
order of April 1, 1954 as heretofore noted. 

The evidence shows that the total send-out during the January 1952 peak 
period used by Panhandle averaged 894,631 Mcf, while during the Staff’s peak 
period the total system send-out was 903,249 Mcf on the average. Similarly, 
the total system send-out on January 5, 6 and 7, 1953, averaged 905,306 Mcf 
while during the peak used by the Staff the average was 977,477 Mcf before 
Petro-Chemical Btu adjustment. The average of the three days January 10, 
11 and 12, 1954, which was used by Panhandle was 1,004,130 Mcf, and that 
used by the Staff was 1,004,183 Mcf before adjustment. 

Panhandle insists that the Commission has never employed a calendar year 
as the basis for a choice of peak-day periods, and that the Commission has 
never stated that a calendar year peak should be used rather than a heating 
season peak. Panhandle’s principal contention appears to be, however, that 
capacity is installed for future demands rather than those of the past. Conse- 
quently, it contends that the proper period for use is that which precedes 
rather than follows such installation. That contention, however, appears of 
doubtful weight in this instance. This case is not analogous to those in which 
the Commission has undertaken to fix rates for the future, and in which it 
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has been found reasonable to adopt for the purpose of fixing such future 
rates the experience of the preceding heating season. Obviously, it would not 
be possible to select a peak period which would occur in the indefinite future. 
Here, however, we are fixing rates for a period which has actually passed, and 
the experience in which, throughout its entirety, is known to us. 

In any event, the Commission has always attempted to find and has em- 
ployed, a peak period which would result in the most equitable allocation of 
costs. Since the allocation rests substantially upon investment in plant, it 
would seem that in this instance, in which we are dealing entirely with actual 
experience covering a specific past period, the most equitable results would be 
achieved by methods similar to those employed in the determination of plant 
investment, namely, by using an average peak. The logical, reasonable, and 
equitable answer would appear to be found in the peaks of the two heating 
seasons falling within the particular rate period. 

Accordingly, it is concluded that for the purpose of allocating demand costs 
for the 1952 and 1953 periods respectively, the heating season peak for the 
heating season at the beginning and at the end of each such year should be 
averaged. Thus, the figure for 1952 will be the average of the deliveries on 
January 5, 6 and 7, 1952 and January 5, 6 and 7, 1953. The figure for the 
year 1953 will be the average for the period January 5, 6 and 7, 1953 and 
January 10, 11 and 12, 1954. For 1954, 1,004,130 Mcf will be used.5 

Panhandle contends, too, that since its pipeline extends over a distance of 
more than 1200 miles, in the determination of a reasonable and proper 
segregation of costs attributable to jurisdictional sales on the one hand and 
non-jurisdictional sales on the other consideration must be given to the points 
along the line at which gas is delivered. Panhandle presented evidence as to 
two methods for establishing those differences, the “demand mile and com- 
modity mile’ method and the “zone cost of service’ method. The evidence is 
that the general results of the two methods are approximately the same. 

The use of these zoning methods of allocation results in the failure to 
allocate to the western zone any of the cost of Trunkline Gas; but it was said 
that those sales are so minor as not to make any appreciable difference 
whether Trunkline’s costs were or were not so allocated. 

Panhandle concedes that in Opinion No. 269 the Commission did not make 
its allocation on the zone, but rather on the system wide basis. It contends, 
however, that the Commission recognized the principle advanced by Panhandle, 
and attributes the Commission’s failure to use the zone method to lack of 
information. 

Panhandle’s witness testified that during the refund period, but subsequent 
to the presentation of the cost allocation exhibit material and testimony 
forming the basis of Opinion No. 269 on that subject, the Commission 
amended its rules to provide that if the rates are zoned, or if it is proposed 
to establish zone rates, the cost of service for the test period shall be allocated 
to the existing proposed rate zones. He said further that since Panhandle 
Eastern has zone rates, a zone cost allocation is now required by the Com- 
mission. 

Amended Rule 154.63(b) (3) (i) (Order No. 165—Effective July 1, 1953) pro- 
vides that if the proposed change (Rate Increase) in tariff or rate schedule 
will result in a major increase in rates and charges there shall be submitted 
statements A to M inclusive. It requires that if the natural gas company 
has been in operation for 12 months at the time of filing the statements they 
shall be based upon a test period consisting of 12 consecutive months of most 


5 Appendix Nos. II, III, and IV. 
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recently available actual experience adjusted for known changes. Statement J, 
of Amended Rule 154.63(b) (3) (i) provides that: 

If the rates on file are zoned, or if it is proposed to establish zone 
rates, the cost of service for the test period shall be further allocated to 
the existing or proposed rate zones. A detailed description of methods 
and procedures used to allocate cost to zones shall be given where zones are 
sought to be established for the first time, the reasons for this establish- 
ment and for the zone boundaries shall be set forth. 

However, it seems quite clear that the amendment of the rules to which 
reference is made was not intended to, nor does it, require applicants for rate 
increase to either establish or maintain zone rates. Certainly it was not 
intended to be, nor was it, a determination of the fairness or reasonableness 
of the zones selected. The Commission’s view on the subject is clear from 
the language contained in an order which it issued on January 28, 1954 in 
Docket No. G—2506 as follows: 

Panhandle claims that allocation of cost by zones is required by the 
Commission’s Order No. 165, effective July 1, 1953. Order No. 165 of 
course governs only the nature of material to be submitted with rate 
filings, and in no way represents a determination of the proper methods 
of allocation necessary and required in the allotment of proper rates 
and charges. 

It is perhaps not without significance that a greater portion of non-juris- 
dictional sales is in the Central rather than in the Eastern zone. Those sales 
get Central zone costs which are lower than Eastern zone costs with the 
result that the non-jurisdictional sales cost of service is lower and the juris- 
dictional sales cost of service is higher. 

It is concluded, therefore, that for the purposes of this proceeding the 
system wide rather than the zone method of cost allocation should be em- 
ployed. (Appendix Nos. II, III, and V.) 


ESCALATION OF GAS PURCHASE COSTS 


The cost of service stipulated by Panhandle and the Staff in the earlier 
proceeding included additional costs of purchased gas resulting from pro- 
visions for the escalation of the price of gas contained in Panhandle’s contracts 
with Phillips Petroleum Company, Shamrock Oil and Gas Corporation, and 
Magnolia Petroleum Company.® In its Opinion No. 269, the Commission said: 

* * * On the record of this proceeding, in which such increased cost of 
purchased gas results from an increase in interstate rates allowed by this 
Commission, it is our conclusion that we cannot disallow the effect of these 
escalation clauses in this case. 

However, the Commission added the qualification that it was not there 
passing upon the policy which the Commission should follow with respect to 
allowable effect upon interstate rates of the various types of escalation pro- 
visions in gas purchase contracts. 

In this proceeding, however, no stipulation was reached as to the amounts 
involved in what is described as Escalation of Contract Prices. Panhandle 
contends that there should be allowed under those clauses amounts of $525,561 
for 1952, $959,819 for 1953 and $790,392 for the first eight months of 1954 on 
a 644% return basis.7. For the 1952 refund period provision was made by 
Panhandle on its own books in the amount of $1,520,000, for the year 1953, 


6In this proceeding no reference is made to the purchases from Magnolia Petroleum 
Company. 

7Based upon a 6% return the amounts would be $455,336, $877,440 and $734,561, 
respectively. 
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$1,720,000, and for the first four months of 1954, $570,000. In arriving at 
those amounts, however, Panhandle departed from Opinion No. 269. 

It is the Staff’s contention in this case that Panhandle is not entitled to any 
escalation because of any contracts existing between Panhandle and Phillips 
and Shamrock. However, in order that the Commission might have before it 
the figures relating to such escalation, the Staff submitted three exhibits which 
reflect calculations of increases resulting from the application of such clauses. 
These calculations showed increases in the total cost of gas amounting to 
$332,897 for 1952, $363,189 for 1953 and $115,424 for 1954. The increase in 
the cost of gas sold in jurisdictional sales was $285,684 for 1952, $318,173 for 
1953 and 114,364 for the first four months of 1954. 

Price escalation was computed by Panhandle on gas purchased from Phil- 
lips under contract dated April 25, 1948 delivered to the purchaser at its 
Sneed Compressor station and at the Phillips-Hansford gasoline plant. Price 
escalation on the Phillips-Hansford delivery applies only to gas produced by 
Phillips in Texas. Price escalation has also been computed on gas purchased 
from the Shamrock Oil and Gas Company under contract dated December 28, 
1945 and delivered to Panhandle at the suction side of the Sunray Compressor 
station. 

The contracts above described each contain identical paragraphs on the 
subject of inflation as follows: 


(b) In order to protect the parties hereto from too great a burden under 
the price provisions of this contract in the event of abnormal inflation 
or deflation of prices or commodities generally, it is agreed that in the 
event of the happening of the contingencies hereinafter mentioned, an 
adjustment of the prices to be paid by Panhandle Eastern to Phillips for 
gas hereunder shall be made as herein provided. Using as a standard the 
Federal Bureau of Labor’s Statistical Index of Wholesale Prices of all 
commodities based upon 1926 prices as 100 percent and defining the word 
“point” as used herein to mean 1 percent of the 1926 prices, it is agreed 
that no adjustment shall be made unless and until the said Index shall 
be more than thirty (30) points above or below the level indicated by 
said Index or the date of this contract and unless and until Panhandle 
shall have had a general increase or decrease in the rate for gas from its 
pipeline system. However, if, when the said Index is more than thirty 
(30) points above the level indicated by said index on the date of this 
contract, (hereinafter referred to as “the present level”) the Federal 
Power Commission, or other body or court having jurisdiction, shall grant 
to Panhandle Eastern a general increase in its rates for gas sold from 
its pipeline system, it shall be conclusively presumed that such increase 
is due to inflation and the prices for gas hereunder shall be increased in 
proportion to such increase in Panhandle Eastern’s rates and if, when 
the said Index is more than thirty (30) points below the present level, 
said Commission, or other body or court, shall require a general decrease 
in Panhandle Eastern’s rates for gas sold from its pipe line system, it 
shall be conclusively presumed that such decrease is due to deflation and 
the prices for gas hereunder shall be reduced in proportion to such 
decrease in Panhandle Eastern’s rates. Further proportionate adjustments 
in the prices hereunder shall be made in the same manner whenever a 
general increase or decrease in Panhandle Eastern’s rates shall be put 
into effect; provided, that whenever the said Index shall be not more than 
thirty (30) points above or below the present level, the prices herein- 
above specified shall again be in effect without adjustment. 
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That is, in each instance, the entire contract provision related to the sub- 
ject of escalation. 

The Bureau of Labor Statistics Wholesale Price Index (based on 1926-100), 
stood at 103.7 on the date the contract between Panhandle and Phillips was 
executed, and at 107.1 on the date the Shamrock contract was executed. The 
high point in the refund period was reached in February, 1952 when the 
Index stood at 176.2. Thereafter, the Index decreased to a low of 171.4 for 
April, 1953 and in April, 1954 it had returned to 173.9. 

Beginning January 1, 1952 the Bureau of Labor Statistics revised its whole- 
sale index using the 1947-1949 average as the base index number. Converting 
the old to the new base, the index numbers at the date of the Phillips and 
Shamrock contracts were 66.2 and 68.4 respectively. The 30 point rise re- 
quired to trigger the escalation clause becomes 19.15 points in the revised 
index. 

The Commission, in Opinion No. 269, allowed escalation in the amount of 
23.31336 per cent beginning May 1, 1954 and since then Panhandle has been 
paying escalation in the amount of 20 per cent on account pending final 
settlement of the accounts. On July 2, 1954, the sum of $500,000 was paid 
to Shamrock on account for escalation during the refund period. Final settle- 
ment on the amounts to be paid Phillips and Shamrock, if any, for gas pur- 
chased escalation for the refund period cannot be made, Panhandle concedes 
until final determination of this proceeding. 

Subsequent to the issuance of Opinion No. 269, the United States Supreme 
Court decided that Phillips Petroleum Company is a natural-gas company 
within the meaning of the Natural Gas Act, and that the rates of that com- 
pany, and other companies similarly engaged, are also subject to this Com- 
mission’s jurisdiction. Thereafter, the Commission issued its Opinion No. 275, 
In the Matter of Michigan-Wisconsin Pipe Line Company, 13 FPC — Docket Nos. 
G-1678 and G-1996 (July 30, 1954). 

In that decision the Commission came to grips for the first time with the 
question of the treatment which should be given to escalation clauses in gas 
purchase contracts. The contract with which the Commission was dealing 
in its Opinion No. 275 contained, initially, an inflation escalation clause virtu- 
ally identical with that before us here; which, as is apparent, relates such 
increase in Phillips’ rates to the index of wholesale prices and a general 
increase in Panhandle’s rates granted by an authority having jurisdiction. 

Amendments to the contract establish base prices for the gas, and gear the 
adjustment provision to a specific per Mcf effective rate for gas sold by 
Michigan-Wisconsin for resale. 

In Opinion No. 275 the Commission said: 


The principle that a natural gas company may not charge or accept 
any rate other than the filed rate which is effective in accordance with 
the requirements of the regulatory statute—here Section 4 of the Natural 
Gas Act and Part 154 of the Regulations—is. now firmly established. 
[Footnote omitted.] Moreover, this principle is unaffected by the fact 
that the rate schedule has not been filed, because it cannot be avoided by 
failure to comply with the filing requirements of the regulatory statute. 
[Citations omitted] 

The Supreme Court’s decision in the Phillips case clearly indicates that 
the rates and charges of that Company for the sale in interstate com- 
merce of natural gas for resale to Michigan-Wisconsin are subject to our 
jurisdiction as of the time that such sales were first initiated in 1949. 

The purchased gas costs claimed by Michigan-Wisconsin in Docket Nos. 
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G-1678 and G—1996 include in the price to be paid to Phillips per Mcf 
of gas purchased increases which give effect’to the escalator clause pro- 
visions summarized above based on the rates proposed by Michigan-Wis- 
consin for sales to its customers. 

Any provision in a gas purchase contract which provides for an increase 
based on the rates to be charged by the purchaser for the sale of such 
natural gas in interstate commerce for resale is inconsistent with the 
standard of the Natural Gas Act and contrary to the public interest as a 
matter of law, to say nothing of the fact that a change in rates, under no 
circumstances, may be made effective except in accordance with Section 
4(d) of the Act. [Op. 275, 38, 39.] 

. * 8 2 . 

We find and determine that the increased costs of gas purchased as 
claimed by Michigan-Wisconsin in these dockets to the extent that they are 
based upon the operation of the escalator clauses, should be disallowed. 
[Op. 275, 40.] 


However, the language above quoted was directed toward increases in cost 
of gas which occurred subsequent to the date on which the contemporaneously 
considered increase in rate would become effective and to June 7, 1954. For 
the Commission did recognize and allow as valid cost, gas cost which reflected 
changes which had taken place prior to those incidents. And, the Commission 
said that it would not be appropriate in that instance to go behind the cost of 
natural gas to Michigan-Wisconsin based on the rates which were being 
charged by the latter immediately prior to the filing of the rates under 
suspension. 

Upon consideration of an application by Michigan-Wisconsin for modification 
of its Opinion No. 275, and the order issued therewith, the Commission issued 
(November 29, 1954) Opinion No. 275-A in which it said: 


The price which Michigan-Wisconsin paid to Phillips from February 7, 
1950 [the effective date of the Commission’s order issued January 30, 1950 
in Docket Nos. G-1156 and G-1302] to October 1, 1951 [the date on which 
the rates proposed in G-—1678 became effective] was 7.63¢8 per Mcf at 
14.735 psia. We find that the continuation of this rate as the cost of gas 
to Michigan-Wisconsin for the determination of the cost during the sus- 
pension period in Docket G—1678, October 1, 1951 to December 12, 1952 is 
proper. 

In that instance the Commission did not allow, in Docket No. G-1678, any 
increase in the cost of gas which occurred after February 7, 1950, the date on 
which Michigan-Wisconsin’s 28¢ rate became effective. 

However, the Commission went on say: 


We find that on the basis of equal treatment with other producers which 
have been accorded their effective June 7, 1954 rates, Phillips is in equity 
entitled to a rate which will give effect to Michigan-Wisconsin’s resale rate 
of 31.25¢ which we found to be proper in Docket No. G-1678. The 
resultant rate is 8.423¢ per Mcf at 14.735 psia for gas from the dedicated 
acreage. Using that rate to figure the cost of gas in determining Michi- 
gan-Wisconsin’s cost of service in Docket No. G—1996, we find that a fair 
and reasonable rate, applicable to sales for resale by Michigan-Wisconsin 
from and after December 12, 1952, is 31.60¢ per Mcf. 


Thus it appears that for the purposes of future rates the Commission 
allowed escalation in gas costs computed on the basis of the increase from 


8 The conversion from 7.5930¢ per Mcf at 14.65. 
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28 cents to 31.25 cents which it allowed in Docket No. G—1678; but held that 
such increases should not be allowed for the suspension period. However, 
the Commission’s policy in this matter is not entirely clear from the decision 
to which we have just referred. Consequently, it seems to me that, subject, 
of course, to such action as the Commission may see fit to take with respect 
thereto, the escalation provisions in the contracts with which we are here 
concerned should be permitted to take effect. 

Nevertheless, the amounts claimed by Panhandle as the amounts which it is 
obligated to pay under these clauses cannot be allowed. The dollar amount of 
escalation expense which the Commission found, in Opinion No. 269, should 
be allowed as an increase in the cost of gas resulting from the activities of 
the escalation clauses in the Phillips, Shamrock and Magnolia contracts was 
computed by the use of a formula, a copy of which appears at Table 10 of 
Appendix I of that Opinion. 

The computation of the amount by the application of the formula is as 
follows: 

The excess of the cost of service of jurisdictional sales for the appropriate 
test period, adjusted in the formula to include the (at that point unknown) 
gas escalation expense allocable to such jurisdictional sales, over and above 
the revenues which such jurisdictional sales would have produced at Pan- 
handle’s existing jurisdictional rates, was divided by the amount of such 
revenues at existing rates. Since escalation is an incremental part of 
Panhandle’s Hugoton gas supply cost, it must be allocated on the same basis 
as all other such costs are. Thus in making the computation, a percentage 
which represents the ratio of the jurisdictional sales to the total sales must 
be applied. The application of that percentage is necessary and proper to 
state correctly the cost of service for jurisdictional sales (adjusted to include 
escalation) since the other factors in the formula relate to jurisdictional 
sales only and in Opinion No. 269 the Commission allocated the total escala- 
tion expense between jurisdictional and non-jurisdictional sales on a volumetric 
basis. 

However, it must be borne in mind that the dollar amount of escalation 
expense derived from the formula to which reference has been made is, as is 
thus indicated, the total escalation expense and not just the portion allocated 
to jurisdictional sales. That allocation is an additional step, and that step 
required the application to that total amount of the percentage representing 
the relationship, volumetrically, between the jurisdictional and the total sales. 

It should be noted in passing that in Opinion No. 275—-A, the Commission 
computed the percentage of escalation on the basis of the specific single rate 
involved. However, Panhandle does not have such a single jurisdictional 
rate and the computation of the escalation factor could not be arrived at in 
that manner in the instant case. It might have been accomplished by using 
average jurisdictional costs and revenues. But since such average costs and 
revenues would have been obtained by simply dividing the total cost and 
revenue figures used by a constant volume representing the jurisdictional 
sales, the end result would have been precisely the same as that which has 
been arrived at here. 

Panhandle contends, however, that in using the formula which the Com- 
mission employed in its Opinion No. 269, the Staff has seized upon a mistake 
and they allege that the Staff’s witness’ emphatic denial of Panhandle’s asser- 
tion that there is in such formula a “double allocation” is a mere play on 
words. The fact that the same percentage figure which appears in the 
formula for the purpose of arriving at the total dollar amount of escalation 
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is again used for the purpose of allocating that total amount of cost between 
jurisdictional and non-jurisdictional sales is not a mistake in computation. 

The total amount of escalation is related to the total increase in rates, which 
increase is confined solely to jurisdictional sales. However, contrary to Pan- 
handle’s position, the total amount of such increased cost even though 
triggered by the increase in jurisdictional sales and even though the increase 
is “in proportion to such increase in Panhandle Eastern’s rates” cannot, in all 
equity be foisted, in its entirety, upon Panhandle’s jurisdictional customers. 
The Commission did not do so in Opinion No. 269, nor will it be done here. 
Consequently it is concluded that the total dollar amount of escalation and 
the amount allocated to jurisdictional sales in each instance should be, and is, 
as follows: 





Total Allocated Appendix 
amount 





$349, 823 $300, 209 


1953 786, 050 688, 857 


IL, acdeterrinciscrndnecishtiusiotnicabiinnduhinatiidnwtinianad 262, 447 227, 444 


The evidence presented herein by Panhandle is that the determination of the 
amounts which may be due and payable to the sellers of gas for gas sold and 
delivered in 1952, 1953 and 1954 under escalation clauses cannot be determined 
until final disposition of the refund proceeding. No agreement has been 
reached with Phillips and Shamrock with respect to the amount of escalation 
due them under Opinion No. 269. Since May 1954 Panhandle has been paying 
those producers escalation in the amount of 20% on account pending final 
settlement. As stated, on July 2, 1954, Panhandle paid Shamrock $500,000 on 
account of escalation during the refund period. However, Panhandle’s witness 
testified that there are a number of issues that are in dispute between Pan- 
handle and the vendors, consisting of minimum volumes and contract price. 
There is even a matter in litigation with Phillips. All of these matters will 
have to be resolved before a settlement can be reached. 

Because of the uncertainty attached to the settlement of those issues, it 
would not be appropriate to attempt here a final and conclusive determination 
of the amounts which Panhandle must pay Phillips and Shamrock. Nor 
would it be right and proper to allow Panhandle amounts over and above those 
which it will be called upon to pay. Consequently, this order will contain a 
condition which will provide for the ultimate recovery by the rate payer of 
any excess of that which Panhandle is here allowed over that which it will 
be called upon to pay for purchased gas under the escalation clause herein- 
above determined. 


ALLOCATION OF COST TO SALES OF LIQUID HYDROCARBONS 


In Opinion No. 269, the Commission gave consideration to Panhandle’s 
contention that the extraction from its gas stream of natural gasoline and 
other liquid hydrocarbons is a separate business voluntarily embarked upon 
for profit and, that, therefore, the net revenues derived from such business 
should not be credited to the cost of service. In connection therewith the 
Commission considered the results of operations at Phillips Petroleum Com- 
pany’s Sneed gasoline extraction plant and Panhandle’s Liberal (Kansas) 
Gasoline Plant, and its conclusion with respect to that point was: “[ Jhat 
in the circumstances of the present case, Panhandle’s extraction business to 
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the extent that such extraction is not requisite to preparation of the gas for 
pipeline transportation—should be treated as non-jurisdictional.” 

In arriving at the amount which should be credited to the cost of Pan- 
handle’s natural gas service by reason of the cost of its unregulated gasoline 
extraction business, the Commission, in accordance with Panhandle’s proposal, 
applied to the total joint cost a percentage reflecting the reduction in the 
volume of raw gas equal to the loss in heating value of the gas due to the 
extraction of the liquid hydrocarbons plus the fuel used in the process. 

In Opinion No. 269 the Commission referred in its discussion to another 
extraction operation conducted by Panhandle at the plant of National Petro- 
Chemicals Corporation (Petro-Chemical) at Tuscola, Illinois. In that connec- 
tion it there said: 


Here again, the extraction process obviously was not “an essential part of 
the business of transporting and marketing the natural gas”, because the 
plant was built long after the pipe line had been in operation. 

XK « +: + * 
It is apparent that what has been said of the Petro extraction operations 


is equally applicable to the liquefied petroleum gas extractions above 
described. 


* * 





* * . 
Since, however, the hydrocarbon sales to Petro did not commence until 
after the test year, the record as it is before us now does not permit a 
determination of those expenses attributable to the Petro delivery, a 
knowledge of which is necessary before we could give an adequate con- 
sideration of the reasonableness of Panhandle’s rates in view of the re- 
duction in average heating value of its natural gas deliveries * * * 
occasioned by the commencement of the sale of heavier hydrocarbons. 
Hence, we shall not consider this matter in the instant proceedings, but 
will await a future time in which evidence of operations of the Petro 
plant shall be available to permit us to give full attention to the effect of 
such operations on Panhandle’s deliveries of gas. 


There appears to be no controversy here as to the treatment of net revenues 
from the extraction operations at the Sneed and Liberal plants. It appears, 
also, that in determining the credit to the cost of natural gas service from 
the Petro-Chemical plant operations subsequent to May 29, 1953, the date of 
first delivery,® the Staff followed generally the principles employed by Pan- 
handle in the earlier case. 

In its calculation of the cost to be allocated to the sales to Petro-Chemical, 
the Staff determined the volume of gas entering the plant, the volume leaving 
the plant, and the Bt units removed from the gas during its passage. From 
those data there was determined the equivalent Mcf of gas taken between the 
inlet and outlet meters, the shrinkage in Mcf and the additional equivalent 
Mcf of inlet gas taken between inlet and outlet meters over the shrinkage 
in Mcef billed. The amount shown for the latter was added to nonjurisdic- 
tional sales for cost allocation purposes. To the average of the three-day 
sustained peak employed by the Staff was thus similarly added the “equivalent 
Mcf” adjustment applicable thereto. 

The Staff’s evidence is that this was done “[s]o that costs may be assessed 
against the sales to Petro-Chemicals on the same uniform basis that is used 
in assessing costs against all other customers served by the transmission 


9 Delivery of gas for processing for extraction of ethane and other hydrocarbons started 
in July 1953. 
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system.” The effect of this treatment is to allocate costs to volumes of gas 
approximately in proportion to its heat content. 

In Opinion No. 269 the Commission seems clearly to have reaffirmed the 
principle that the sale of ethane and heavier hydrocarbons can be made with- 
out changing the nature, as natural gas, of the gas in which the ethane and 
hydrocarbons were being transported prior to the separation of those two 
components from the gas, and that the sale of such ethane and hydrocarbons 
is not a sale of natural gas within the meaning of the Act. Thus, the sale 
of those components by Panhandle to Petro-Chemical!® was found not to be 
a sale of natural gas within the purview of the Natural Gas Act. It was 
clearly recognized, however, that expenses are jointly incurred in the purchase, 
production, gathering, and transportation of the said natural gas from the 
wellmouth, or points of purchase, to the gasoline plants. There is no con- 
tention here that the separation process or the further processing and sale 
of those components after the separation are within the jurisdiction of the 
Commission. Nevertheless, the hydrocarbon sales must bear a fair share of 
the joint costs and an appropriate allocation must be made to accomplish 
that purpose. 

The Staff, in allocating costs in this instance, employed the same procedure 
as was proposed by Panhandle, and used by the Commission, in connection 
with deliveries of hydrocarbons to gasoline plants in the earlier proceeding. 
It made computations the purpose of which was to convert the commodity 
sold to Petro-Chemical to the equivalent volumes of natural gas representing 
the same quantity of Bt units. 
commodity as natural gas. 

It is conceded by the Staff that the “equivalent” volumes of natural gas 
so computed for cost allocation purposes were not actually transported or 
delivered. Therefore, the Staff’s 1953 sales, used for cost allocation purposes 
include 3,745,218 Mcf over and above actual sales without such volume of gas 
ever being in the pipe lines. The Staff witness conceded that the result of 
his computations was to include hypothetical or “phantom” volumes which 
were not actually transported. 

The intrinsic value of natural gas as a fuel rests upon the heat (or Bt) 
units which it contains, and that is true whether the provisions of the con- 
tract under which it is purchased establish a fixed price which contemplates 
a minimum number of such units per cubic foot, or result in a price which 
varies as such units vary in quantity per cubic foot. Nor is it any the less 
true because the schedules under which it is resold provide for a fixed Mcf 
price related to a minimum number of heat units. 

The important objective of the arrangement between Panhandle and Petro- 
Chemical is to transport and sell to Petro-Chemical certain valuable hydro- 
earbons (constituting heat-units) contained in the natural gas stream. This 
operation then, results in a reduction in the number of such heat units in any 
volume of gas as a result of such processing through Petro-Chemical’s plant. 
In fact the record herein reveals that there is a reduction in this processing 
operation of from about 1,015 to about 940 Btu’s per cubic foot. It is 
apparent, therefore, that the net deliveries to Petro-Chemical at the Tuscola, 
Illinois plant are not strictly comparable to the usual sale of natural gas for 
heating purposes. And certainly no conceivable reason exists for permitting 
Panhandle to remove such valuable heat units from the gas without making an 
appropriate accounting and adjustment for its cost. The rates which utility 


The effect was, essentially, to treat the 


10 It should be noted that Panhandle and National Distillers Products are the principal 
stockholders of that company and Panhandle manages and operates the plant. 
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customers are required to pay should not include the cost of heat units diverted 
to a profitable industrial use by Panhandle through its affiliate, Petro-Chemical. 

In that connection, it should be pointed out that Panhandle’s tariffs con- 
template delivery of gas having a minimum of 975 Btu’s per cubic foot, and, 
therefore, with gas leaving the Petro-Chemical plant containing a lesser num- 
ber of such units there must be commingled a richer gas to supply the de 
ficiency. That richer gas is provided by the supply of gas from Trunkline and 
other sources injected after the processed stream has passed the Petro-Chemical 
plant. Thus the heat content of the natural gas sold by Panhandle east of 
Tuscola is an average of composite of the gas thus commingled from the 
several sources described. 

To summarize, the primary purpose of Panhandle’s utility and industrial 
fuel customers, which constitute its principal sales outlets, is to procure heat 
units, and any reduction in the number of heat units per cubic foot in the 
gas delivered by Panhandle to such customers below that contained in the gas 
as purchased in the field constitutes a deprivation of a valuable part of such 
gas. The service then is less valuable to such customers in more or less direct 
proportion to the reduction in heat content. That being the case, justice and 
equity require that there be allocated to Petro-Chemical gas supply cost on the 
basis of the relationship between the Btu content at the time of purchase and 
at the time of sale, that is to say, by the Btu reduction method. As we have 
seen the great bulk of Panhandle’s sales are of commingled gas coming from 
various sources. Accordingly, the total cost of gas supply originating in the 
Panhandle-Hugoton area and that coming from Trunkline must be used to 
determine the fair and equitable gas supply cost which should be allocated 
to the deliveries to Petro-Chemical at Tuscola. (Appendix Nos. III, V, and 
VII.) 

However, the Examiner is not convinced by the evidence in this record that 
the joint cost of transporting Panhandle’s gas supply from the gas fields to 
the plant at Tuscola, or any other point on Panhandle’s transmission system, 
varies with or is proportionate to the heat content of such gas. It is believed 
that the correct inference to be drawn from the evidence is that transportation 
costs (as distinguished from the cost of the gas itself) are more reasonably 
associated with gas volume. And the gas which is processed through the 
Petro-Chemical plant suffers a reduction in volume as well as the loss in 
heat content which has been noted above. 

Upon consideration of all of the evidence presented herein, it is concluded 
that the gas volumes used or lost in the processing of Panhandle’s gas by 
Petro-Chemical should bear, in addition to the gas supply cost (determined 
as has been said on the Btu reduction basis), a fair share of Panhandle’s total 
transportation cost, including the transportation costs of Trunkline gas. It is 
appropriate that the gas used or lost in the Petro-Chemical plant should bear 
transportation costs exactly comparable (measured on a metered volume 
basis) with costs borne by the gas sold and delivered to Panhandle’s other 
customers. The application of this formula will not result in the assignment 
of transportation costs to “non-existent” or so-called “phantom” volumes derived 
by computing volume equivalents based upon heat units lost in processing. 
Transportation costs are simply assigned to the actual metered volumes of gas 
transported without regard to heat content. (Appendix Nos. III and V). 









BETIREMENT PREMIUM PAYMENT 


In arriving at its cost of service Panhandle has included, but the Staff has 
excluded, an amount of $81,257... That amount, a Panhandle witness said, 





11 The amount allocable to interstate sales is $78,551. 
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represents an out-of-pocket expense paid in December 1952 on a contract rider 
executed on October 27, 1952. The contract rider which had become effective 
on January 1, 1952, amended the retirement pension plan previcusly in effect 
(originally entered into in 1940 and revised in 1952) to provide for an increase 
in the limits of considered earnings and, as the witness described it, provide 
for a more nearly adequate amount of pension at the dates of retirement of 
the employees qualifying. There were no retired employees at the effective 
date whose benefits were changed as a result of the rider. It only affected 
the future retirement benefits of the then currently employed personnel. 

The amount represents the actual premium expenditure during the refund 
period. If the services of an employee terminates during the premium period 
no payment for him is made thereafter. The payment, however, covered serv- 
ices performed prior to January 1, 1952. Had this payment been made prior to 
January 1, 1952 it would have been recorded as operating expenses during 
the year paid. 

Six officers of the company were covered by this premium; two of them 
resigned the latter part of 1953. The plan is available to all employees who 
fall within the salary limits fixed, and when some retire, others coming within 
those limits take their places. 

The Staff accounting witness testified that this premium was not improperly 
paid in 1952. It is the Staff’s position, however, that since it was a payment 
applicable to services rendered prior to February 20, 1952, it cannot be rec- 
ognized as an expense incurred in the refund period. We have seen, however, 
that if it is necessary, in order fairly and equitably to determine costs ap- 
propriate to the refund period, to ignore the dates on which such expenditures 
were made, it is proper to do so. It is an elementary principle of accounting 
that operating expenses chargeable to a particular calendar period or year 
are those related to the revenues received in the same period. It is also a 
recognized principle of accounting that if the current income statement is not 
appreciably distorted by unusual items it is proper to record them in the 
current year’s operations, 

Paragraph B, of General Instruction No. 6 of the Federal Power Commission’s 
Uniform System of Accounts prescribed for Natural Gas Companies, provides: 


B. Delayed items shall be charged or credited to the same accounts which 
would have been charged or credited if the items had not been delayed; 
provided, that when the amount of a delayed item is relatively so large 
that its inclusion in the aceounts for a single month would seriously dis- 
tort the accounts, it may be distributed in equal amounts to the accounts 
for the current and remaining months of the calendar year; and provided 
further, that if the amount of any delayed item is relatively so large 
that its inclusion in the accounts for a single year would seriously distort 
the accounts, the amount shall be distributed to the appropriate surplus 
account. 


This expenditure, being in respect to past services, is a delayed item within 
the meaning of the instruction. Therefore, it appears that if we were de- 
termining costs for a test period the sole question would be whether the 
amount is relatively so large that its inclusion in the accounts for a single 
year would. seriously distort the accounts. In Mississippi River Fuel Cor- 
poration, Opinion No. 234, the Staff eliminated from test period costs of service 
an item of $18,000 which “[r]jepresented principally payments by the company 
for the purchase of supplemental annuities for three company employees retired 
prior to the test year.” 
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Panhandle’s total system cost of service as determined by the Staff for the 


three rate periods included in the refund period and the amounts per books 
of costs of Pensions for each of those periods are as follows: 


| Total Cost of | Amount Per 








Interstate | Books! for 
| Service | Pensions 
; | 
elit 20. 5 23 ee ass BeO. Tit Ol eA ee, Baal ye | $70, 539, 308 | $598, 350 
BE etre dcdecttningnttintectadlbédntcedétnbetitimnadindlinbecituess eibindel 73, 978, 409 | 624, 532 
Fi icncitcenenteniainaseicinhendiie penne taneparanienniaiiimendame Ad 25, 271, 583 | 273, 450 


1 Including amounts allocable to interstate service and to “‘well-mouth”. 
3 Exclusive of the amount here involved. 
* January through April adjusted. 


It seems clear that for the purposes above-mentioned the inclusion of the 
amount of $81,257 in the 1952 cost of service, or, for that matter 1952 pension 
cost, would not seriously distort those accounts. 

Furthermore, the purpose here is not to determine upon a “normal” test 
year, or the expenses which may be expected to be experienced in the future. 
In fixing future rates it is important that items apt to distort the test year 
costs be omitted, or spread over a period of time. Here, however, as has 
been made clear, the purpose is to fix rates which are related to, and which 
must be consistent with, the costs actually experienced during the refund 
period. That being the case, the item here under consideration, as well as all 
costs, should, perhaps, be viewed as related to the entire refund period rather 
than to any part of it. For such purposes the amount might be spread over 
the three partial periods for which separate rates are herein proposed. Such 
a spreading would certainly eliminate any distortion in accounts. There is 
no evidence here, however, that the inclusion of the entire amount in 1952 
costs would have a different result. 

It is concluded, therefore, that the amount of $81,257 should be allowed 
and included in the total cost of service for the year 1952, and that $78,551 
thereof is properly allocable to interstate sales. 


TAX SAVINGS FROM INTEREST PAYMENTS 


As has been noted above, Panhandle’s proposed rate increase became effec- 
tive under bond on February 20, 1952. Thereafter, up to and including 
April 30, 1954, Panhandle collected the higher rates. To the extent that the 
funds collected under bond represent charges found not justified, such funds 
are subject to refund with interest at the rate of 6% per annum. The inclusion 
in the Commission’s Order of that provision was predicated, it is believed, 
upon the theory that Panhandle’s consumers are in effect being compelled to 
advance sums of money over and above charges for reasonable amounts, 
which sums Panhandle has available for use in connection with its operations, 

In its computation of the cost of service to jurisdictional customers for 
the 1954 period, the staff determined the amount which Panhandle would be 
required to return to its jurisdictional customers on the basis of the staff's 
evidence for excessive rates collected under bond during the period February 20, 
1952 through April 30, 1954, and assumed that this amount would be refunded 
during 1954. To that sum was applied a 6% rate of interest, and the Staff 
assumed that in its 1954 Federal income tax return Panhandle would claim 
as a deduction this resulting amount of interest. To allocate to the first 
four months of 1954 its proportionate share of the assumed claimed allowance, 
one-third of the 1954 interest was employed. That amount was found to. be 
$1,112,576 and the income tax saving associated tmerewith, as computed by the 
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Staff, was $1,171,867. Thus, the Staff reduced the cost of service to jurisdic- 
tional customers during the first 4 months of 1954 by the latter amount. 

The record discloses that on July 9, 1954 Panhandle made unordered refunds 
to its jurisdictional customers in the amount of $14,140,000. Michigan Con- 
solidated returned to Panhandle $2,238,000, thus leaving a net partial refund 
of $11,902,000 accepted by customers. On December 8, 1954, Panhandle made 
another partial refund, this time in the amount of $5,477,000. On this occa- 
sion Michigan Consolidated returned $867,000 leaving net refunds of $4,610,000, 
In those two transactions, therefore, there was paid to and accepted by Pan- 
handle’s customers an aggregate of $16,512,000. Panhandle has treated these 
unordered payments in their entirety as payments on principal rather than 
on interest. Panhandle’s testimony is that actually no interest has yet been 
paid; and it contends that the reduction in income taxes which may result 
from the payment thereof would come in an income tax period subsequent to 
1954. In the computations Panhandle submitted, this interest was not treated 
as a deduction in computing its income tax. 

Panhandle contends, in effect, that since it paid no interest on refunds during 
the refund period (or during 1954), it has no valid claim of the interest as an 
income tax deduction during such period; that the realization of the tax de- 
duction associated with the refunds necessarily would occur subsequent to the 
refund period. What is shown on Panhandle’s Federal income tax return 
for 1954, which was not due until April 15, 1955, is not disclosed in the 
record. Panhandle does not deny, however, that when the interest payment 
is recognized as a tax deduction, there will be a reduction in its income taxes. 
It merely contends, in effect, that if and when it is so treated the stockholders, 
rather than the consumers, should be the beneficiaries of resultant reduction 
in its cost. 

A reasonable matching of revenues and costs is vital to obtaining a fair 
and equitable result, accounting or otherwise. The long established and fully 
accepted device of accounting accruals is used whenever necessary to accom- 
plish such a proper matching of revenues and costs. No gas utility operates 
on a “cash” accounting basis in which accruals are disregarded. It is a 
matter of common knowledge that the year in which corporate income taxes 
are paid seldom, if ever, coincides with the year in which they are accrued 
in the accounts and recognized as a cost of doing business. To reflect fairly 
the income taxes as a part of the cost of service, adjustment must be made 
currently to conform current accruals to what will probably be ultimate costs. 
If the interest allowance with which we are here concerned were validly ap- 
plicable to the refund period and the failure to recognize its influence on tax 
payments for the period, although actually payable in a subsequent period, 
would distort current costs, the Commission would not, it is believed, ignore 
its effect as a tax deduction. 

The real question seems to be whether the rate payers or the stockholders 
are entitled to the benefit of the tax saving. 

On that point Panhandle contends that “[i]t would be manifestly unfair to 
credit the rate payer with the tax deduction applicable to payments which 
the rate payers received but for which they contributed nothing.” On the 
other hand, Staff counsel points to the testimony of a Panhandle witness that 
the excess revenues collected by Panhandle during the refund period were used 
in the “general corporate operations of the company”, and contends that the 
allowance should redound to the benefit of the consumers because such “excess 
revenues” were used in lieu of other funds which would have had to be used by 
Panhandle if such excess revenues were not available. 

But, while Panhandle has had the benefit and use of the excess revenues 
collected, there is no evidence that it would not have had available funds 
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to its stockholders ample to meet its current requirements. Nor is there 
evidence that had it needed additional capital funds, it could not have procured 
them at a substantially lower rate of interest. In arriving at the reasonable 
rate of return in this proceeding, no consideration has been given to the neces- 
sity for Panhandle to borrow large sums of capital from its consumers at 
6% interest. On the other hand, if such borrowings were assumed it is possible 
that a rate of return of 53%,% would still prove entirely adequate. The fact 
can not be ignored, however, that Panhandle is responsible for the situation 
which gives rise to this problem. Certainly, no part of that responsibility 
rests upon the consumer. 

Another question which arises is why, if the rate payer is entitled to the 
saving associated with the interest payments, he is not entitled to the whole 
of the saving rather than only one-third of it. 

Panhandle insists that the question of when and how much Panhandle must 
pay its rate payers in the form of interest on refunds is not before the 
Examiner at this time, because the only matter set down for hearing is the 
determination of just and reasonable rates for the refund period. While the 
Commission’s order should not, it is believed, be construed quite so narrowly, 
there is some basis for the contention that this question is not presently before 
the Examiner. Furthermore, it is believed that the present record does not 
afford an adequate basis for the findings which would be required in the 
determination of the question. Therefore, for the purposes of determining 
reasonable rates for the refund period exclusive of the effect of interest pay- 
ments on income tax deductions the question will remain herein undecided. 
Such treatment will require that the order herein be conditioned upon the 
subsequent disposition thereof. 


SUMMARIZATION 


For the purpose of summarization, there is set out below Panhandle’s aver- 
age net plant investment for each of the rate periods within the refund period 
as agreed upon by the parties and participants. Supplementally there is set 
out the related allowance for working capital. The method of determination 
of working capital was also agreed upon, as well as the amounts for certain 
components thereof. However, the final amount allowed is derived from the 
findings herein as to the amount of operating expenses and Federal income 
tax accruals: 


Rate base— Total interstate 




















| 1954 
Average plant investment i 1952 1953 January 1 
| | through 
| April 30 
Average gas plant.......-------------------------------| $198,055,643 | $203,673,971 | $206, 091, 154 
Deductions: | set 
Average reserves... a 49, 803, 981 56, 310, 611 60, 834, 608 
Average contributions in aid of construction } 41 4, 996 | 541, » 940 } 565, 584 
Average net plant investment-_-..- encceccconccecess ° 147,7 7 76, 666 146, ‘$21, 420 144, 690, 962 
Working capital: | 
45 days operating expenses. Li cpl belahiletnnealbia 1, 323, 898 | 1, 354, 306 | 1, 444, 113 
Prepayments... wwcrenencecece - 124, 144 223, 693 249, 956 
Materials and supplies__---- Si cinaddemmaate | 3, 445, 835 | 3, 435, 959 2, 915, 324 
Gas in lines (line pack) -- ; aan 191, 276 | 204, 42 225, 851 
Gross working capital_- Citsubpth bce iS. | 5, 085, 153 | 6,218, 600 
Less income tax accruals_-_--- ietogeauits : 4, 607, 436 | 4, 697, 272 
Net working capital... -..-.--- 477,717 | 521, 328 


Rate base—Total interstate_........- ’ 





148, 254, 383 | 147, 342, 748 | 147, 925, 210 
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The following tabulation reflects the cost of service as found by the Examiner 
to be just and reasonable for the periods indicated, and the adjustments to 
the Staff’s proposed costs of service necessary to arrive thereat. 


Cost of interstate service 





1952 1953 | 1954 (first 4 months) 


Exam- After ad- Exam- | Adjust- Exam- Adjust- 
| iner’sad-| justment |iner’sad-| ment iner’s ad- ment 
justment justment | justment 





Operating expenses: | | 
Production expenses—other | | 
than credit for Btu reduction__} --- $36, 200, 065 . -|$38, 425, 114 |__- \$14, 232, 658 
Credit for Btu reduction ! 2 (482) (473, 969) | | (477, 501) 2 (32)| (225, 107) 


Total production - -.--....- ..| 35, 726, 096 ..| 37, 947, 613 | ---| 14,007, 551 
Transmission expense: : = ie | | 
Operation..........--.-----.|.--.----.-] 5, 745,027 _..-| 5,721,065 | 2, 014, 422 
754, 764 

(1, 034) 


Maintenance _. ‘oni i 1,807,617 |.....---..| 1,822,124 
Miscellaneous. -... aed (3, 515) | 


| 
| 
| 

| ecaaee 
| 
| 


12, 141 | 
Total transmission ex- 


| 
ee ctiisedse sa 7, 549, 129 


7, 555, 330 | 2, 768, 152 
Distribution expense 4 399, 521 | onl 129, 672 
Customers’ accounting and col- | | | 

lecting ‘ ; 82, 512 |-- | MAD benecuanes 35, 618 
Sales promotion 168) O00 |.-........] 164, 354 | 55, 364 

Administrative and general_-__- 3, 204, 857 | -----| 3,312, 524 . 7 1, 191, 470 

Other gas revenues—Cr (26, 625) | (24, 861) (7, 989) 








Total operating expense | 46, 698, 
— - — —_ 





Depreciation and amortization ; ' | : , 

Taxes— Federal income- -- 58 6, 051, 384 6, 240, 089 32 | 2,153, 190 
Taxes—other ___- = 2, 447, 083 2. 706, 412 |.--- ; 932, 583 
Return at 534%. -.-..--- 5 8, 524, 627 | 8, 472, 208 35 





escalation..........-......-.|.-.-------] 70,618, 501 | 73,978,409 |.- , 501, 825 


Total cost of service before | 
| 


Escalation—gas purchased from}  —s_ | | 
others__._- oo - | ® 349, 823 349, 823 | § 786, 050 786, 050 § 262, 








74, 764, 459 | | 26, 764, 272 


Total cost of service.........._} ..-| 70, 968, 324 | gis 





Other than Petro-Chemical operations. 

Adjustments concomitant to adjustments (2), (5), and (6). 

’ Adjustment to reflect additional allowance for maintenance expense. 
* For 1952—included in transmission expense. 

5 Adjustment to reflect inclusion of allowance for pension premium. 

6 Adjustment to reflect effect of escalation. 


1 
2 


ADDITIONAL FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record made in this proceeding, the evidence 
adduced, the briefs filed, and the matters relevant to a decision herein upon 
which the parties and participants have reached agreement, the Presiding 
Examiner finds and concludes, in addition to the findings and conclusions 
heretofore stated that: 

(1) The rates and charges for natural gas subject to the Commission’s 
jurisdiction set forth in the tariff filed by Panhandle Eastern Pipe Line Com- 
pany on August 17, 1951 as modified and amended by substitute sheets sub- 
mitted on August 30, 1951, which rates and charges were suspended on Sep- 
tember 5, 1951, but which went into effect under bond on February 20, 1952, 
have not been shown to be just and reasonable and otherwise lawful under 
the provisions of the Natural Gas Act for the period February 20, 1952 through 
April 30, 1954. 
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(2) For the purpose of determining the excess of the rates charged by 
Panhandle Eastern during the period February 20, 1952 through April 30, 1954 
for natural gas subject to the Commission’s jurisdiction, over and above al- 
lowable. rates, it is necessary and desirable to determine fair and reasonable 
rates for that period. 

(3) Except to the extent, if any, that they reflect amounts allowed in 
contemplation of the effect of escalation which in the settlement thereof Pan- 
handle is not required to pay, and except that they do not reflect reductions 
to costs of service in the way of income tax savings associated with payments 
of interest on refunds ordered herein to which savings the rate payer may, 
in proceedings subsequent hereto, be found to be entitled, the just, reasonable, 
nondiscriminatory and nonpreferential rates and charges applicable to Pan- 
handle Eastern’s sales of natural gas for resale in interstate commerce during 
the period February 20, 1952 through April 30, 1954 are, for the portions of 
such period indicated, as follows: 


1954 
1/1-4/30 


} 
| 


-| Demand |Commod.| Demand |Commod. 
ES 


Cents 


Besant 
SRZlessscee 


— 
~ 





BERS 




















(4) With the exceptions therein noted, the Rates and Charges set out in 
Finding No. (3) above will provide just, reasonable, non-discriminatory and 
nonpreferential rates and charges for natural gas sold by Panhandle Eastern 
for resale in interstate commerce for the period from February 20, 1952 through 
April 30, 1954. 

(5) The rates set out in Finding No. (3) above when applied to the volumes 
of natural gas subject to the Commission’s jurisdiction sold and delivered by 
Panhandle would have produced revenues in the amount of $146,908,806 
during the period therein described. 

(6) The rates charged by Panhandle for the natural gas actually sold and 
delivered during the February 20, 1952-April 30, 1954 period produced revenues 
in the amount of $183,289,471. 

(7) The rates charged and collected by Panhandle for the gas referred to 
in Finding No. (5) exceeded, in terms of the revenues derived therefrom, the 
fair and reasonable rates and charges found in Finding No. (3) by the amount 
of $36,380,665. 

(8) To the extent that the rates charged by Panhandle during the refund 
period when applied to the volumes of gas subject to the Commission’s juris- 
diction sold and delivered by Panhandle produced revenues in excess of $146,- 
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908,806 such rates and charges were unjust, unreasonable, unlawful, and un- 
justified within the meaning of the Commission’s Order issued March 5, 1952 
and Opinion No. 269. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal or 
upon its own motion as provided in the Commission’s Rules of Practice and 
Procedure, that: 

A. The increased rates and charges embodied in the tariff submitted on 
August 17, 1951 as modified and amended by substitute sheets submitted on 
August 80, 1951, suspended on September 5, 1951, and which went into effect 
under bond on February 20, 1952, be and the same are disallowed. 

B. Within 45. days from the date of the issuance of this order Panhandle 
Eastern shall refund to those who were its customers during the refund period 
the difference between the amounts collected from them under bond under the 
rates contained in the tariff described in paragraph A above and amounts 
which result from the application to the volumes of gas purchased during the 
period of the rates found just and reasonable in Finding No. (3) above, which 
such amount is $36,380,665, as found in Finding No. (7) above, together with 
interest at the rate of six per cent per annum from the respective dates of 
receipt of such excess amounts in the refund period to the date of refund. 
Panhandle Eastern shall bear all costs incidental to the making of such refund. 

C. Within sixty days from the date of the issuance of this order, Panhandle 
Eastern shall report to the Commission in writing and under oath the de- 
tails of its calculations resulting in the refunds ordered pursuant to para- 
graph B above, together with copies of releases from its customers with 
respect to such refunds. 

D. There is specifically reserved to the Commission, or its duly appointed 
and designated hearing officer, the determination, subsequently, of the addi- 
tional and supplemental amount, if any, which should be refunded to Pan- 
handle Eastern’s consumers during the refund period for amounts allowed 
herein as part of Panhandle Eastern’s cost of service, but which may not be 
expended by Panhandle Eastern as cost of gas purchased under the escalation 
clauses contained in the Phillips and Shamrock contracts referred to herein; 
and the amounts, if any, to which such customers may be found, in a subse- 
quent proceeding, to be entitled by reason of savings on income tax payments 
which may accrue to Panhandle resulting from deductions based upon the 
payment of interest upon the refunds herein ordered; and jurisdiction is 
retained over the subject matter of this proceeding for the purposes of such 
determinations. 

Epwarp B. MarsH, 
Presiding Examiner. 
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APPENDIX I 


Panhandle Eastern Pipe Line Company 


Docket Nos. G-1116, et al., refund proceeding 


Particulars and Classifications of Interstate Cost of Service, Exclusive of Purchased Gas Escalation 


Line Particulars 
num- 
ber 
(a) 
| Operating expenses and 
allowances: 
1 | Production............. 
2 Transmission -........- 
3 QU ccnidiadicicckoced | 
4) Total operating ex- 
| penses and allow- 
GNG0R......65.-<5~- | 
5 | Depreciation and amorti- 
| Siiiciisunnihcitieaemenel 
6 | Taxes—Federal income-..-.| 
7 | Taxes—Other__...........- 
8 | Return at 534%-...--------- 


Total interstate cost | 





of purchased gas 
escalation 


of service, exclusive | 

















Year 1952 
|Gas supply; Gather- | Transmission and trunkline gas 
Total Panhandle-| ing Pan- |__ 
cost! | Hugoton | handle- | 
area Hugoton | Demand | Commod- |Customer 
area | | ity costs 
(b) (c) (a) (e) | ( | (g) 
| | } 
$35, 726,096 |$14, 024, 748 | $879,699 $6, 508,577 $14, 313,072 |.......... 
TF OMRNOD bo cnncinages Sain levnts | 2,370,664 | 5,178,465 |....-..... 
3, 423, 644 |......-..... | 327, 759 1, 054, 338 | 1, 959, 629 | $81, 918 
ater ee 
46, 698, 869 | 14, 024, 748 1, 207, 458 | 9,933, 579 | 21, 451, 166 81, 918 
| | 
6, 896, 538 |.........._- | 644,672 | 3,125,933 | 3, 125,933 |___..... 
€ OSL, 208 | -nccccaeccs 467,960 | 2,791, 712 _y | es 
2, 447, 063 |......265... 153, 686 | 1,146,698 | 1, 146,699 |.........- 
8, 524, 627 |............ | 624, 693 | 3,949,967 | 3,949,967 |_......... 
| 
| } 
| | } } } } 
| 70,618, 501 | 14,024, 748 |3, 098, 469 |20, 947, 889 | 32, 465, 477 | 81, 918 





1 


As per Exhibit No. 856, Table No. 2, adjusted upward for Pension Premium, as follows: 


Operating expenses (less $482 allocated to credit for B. T. U. reduction from gasoline and L. P. G. 


extraction) 
Federal income taxes - -.- 
Return at 54% 


Total adjustment 






$78, 069 
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APPENDIX 1 
Panhandle Eastern Pipe Line Company 
Docket Nos. G-1116, et al., Refund Proceeding 
Allocation of Cost of Interstate Service Year 1952 


Nonjurisdictional sales 
Interstate 


Particulars sales for 


Production| Trans- resale 
system mission 
system 


(a) (c) (a) 


=e 
VOLUMES (Mcf at 14.73 psia, 60° F. Sat.) 


Annual Sales: 


From Panhandle-Hugoton gas supply - --- \$14, 287,931 |$16, 472,038 ($186, 125, 835 
Total system 14, 287,931 | 24,031,927 | 271,548, 822 
Average peak sales !_ insiiintinnatlacmneds 39, 379 860, 590 
| oaaeeet meter units—weighted (12/31/52)... 4,047 13, 570 
Gas Supply—Panhandle-Hugoton Area 1, 065, 151 12, 035, 679 
Gathering— Panhandle-Hugoton Area. 235, 322 2, 659, 027 
Transmission and Trunkline Gas: 


Demand. 916,595 | 20,031, 204 


Commodity 77 |. -| 2,639, 576 29, 825, 901 
Customer 8 | 18, 818 


CON On BwNe 


_ 
o 


Total Cost of Service, exclusive of Pur- 
chased Gas Escalation 4,875,462 | 64,615, 001 


Escalation 26, 568 300, 209 
4, 902,030 | 64,915, 210 


~ 
_ 








12 














Bases of Allocation of Costs 

Line 5—Volumes per Line 1 

Line 6—Volumes per Lime 1 

Line 7—Volumes per Line 3 

Line 8—Volumes per Line 2, Columns (d) and (e) 
Line 9—Units per Line 4 

Line 11—Volumes per Line 1 


1 January 5, 6 and 7, 1952; January 5, 6, and 7, 1953. 


















Line 
num- 
ber 


Particulars 











(a) 


APPENDIX Il 


Panhandle Eastern Pipe Line Company 
Docket Nos. G—1116, et al., Refund Proceeding 


Allocation of Cost of Interstate Service Year 1953 


| 


Total 


Nonjurisdictional sales 











PANHANDLE EASTERN PIPE LINE COMPANY 





| Interstate 
Produc- | Trans- | sales for 
tion Petro mission resale 
system | chemical | system— 


other | 


( 





VOLUMES (Mcf at 14.73 psia, 60° F. Sat.) 







Annual sales—as metered: 
1 From Panhandle-Hugoton gas sup- 


Annual) sales—as adjusted for cost allo- 
cation: ! 


From Panhandle-Hugoton gas sup- 








Average peak sales ? 
aaa Meter Units— Weighted 
OSTS: 


TS: 


ont wo 


Gas Supply—Panhandle-Hugoton 
Area 













Trunkline Gas: 
9) Gas Supply 














10 | Transmission— Demand --_....... 

ll Transmission—Commodity._.... 
| Transmission: 

12 | RN tai siceciichtdiesdensiniiilalgtsdctheteaen 

13 Commodity 4 

14 | COINS oncsttttindct de 

15 Total Cost of Service, Exclu- 
| sive of Purchased Gas 
| PED cccncciccsnseoines 

16 | I iikchnnndmretennennnants 
| 

17 | Total Cost of Service 





Bases of Allocation of Costs 
Line 7—Volumes per Line 3 
Line 8—Volumes per Line 1 
Line 10—Volume per Line 5 
Line 12—Volumes per Line 5 


Line 14—Units per Line 6 
Line 16—Volumes per Line 3 


gas in the Petro-Chemical plant. 


5 Exhibit No. 856, table No. 5. 





210, 770, 950 |6, 164, 303 
307, 412, 670 |6, 164, 303 


$14, 823, 836 








Line 9—Volumes per Line 4, Columns (d), (e) and (f) 
Line 11—Volumes per Line 2, Columns (d), (e) and (f) 


Line 13—Volumes per Line 2, Columns (d), (e) and (f) 































$426, 105 | $363, 593 





































|15, 092, 114 


4, 835, 381 





1 For the purpose of allocating certain costs, Petro-Chemical deliveries (sales) were adjusted to the raw 

gas volume equivalent of the reduction in Btu’s resulting from the processing and consumption of natural 

The adjusted sales volumes from the Panhandle Hugoton area gas supply 

are the result of deducting the total volume received from Trunkline, on a pro rata basis, from varous kinds 
of sales made from Panhandle’s transmission system as classified for cost allocation purposes. 

2? January 5, 6 and 7, 1953; January 10, 11 and 12, 1954. 














186, 869, 448 


22, 094, 613 |275, 133, 369 


187, 934, 690 
275, 133, 369 
896, 717 

13, 944 






22, 094, 613 
43, 515 
4, 625 









$1, 043, 235 
229, 552 


$12, 990, 903 
2, 858, 495 












564,036 | 7,023, 660 
316, 767 | 6,527,638 
550,362 | 6,853, 390 






674,757 | 13, 904, 767 
1, 378, 570 | 17, 166, 653 
22, 784 


68, 691 








4, 780, 063 
55, 318 


67, 394, 197 
688, 857 


68, 083, 054 
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APPENDIX IV 
Panhandle Eastern Pipe Line Company 
Docket Nos. G-1116, et al., Refund Proceeding 


Interstate Cost of Service, Exclusive of Purchased Gas Escalation, Four Months Ended April 30, 1954 


| | | Transmission—Panhandle 

Gas sup- | Gather- | | and trunkline 

ply Pan- | ing Pan- Gas_ | ~ sad 
Particulars handle- | handle- | supply | | 

Hugoton | Hugoton! trunkline | Com- Cus- 

area area | Demand modity | tomers 

costs 
| } 
(a) ) | 169) (g) (h) 





| | 
| Operating expenses | | 
and allowances: | } 
Trunkline Gas-.-.-.|$7, 414, 977 |... seen ..|$2, 793, 807 |$2, 248, 876 | $2, 372, 204 
Panhandle East- | 
ern Production | | 
and Purchases.....| 6, 592, 574 |$6, 284,084 | $308, 490 ies, 
| Transmission.- SF GOO biecdacntenslncngastin ---| 744,672 | 2,023, 480 
| Olber...-.-5.... | 132,571 |_. | 420,999 | 815, 225 


Total Operating | 
Expenses and | | 
Allowances /18, 179, 838 6, 284, 084 441,061 | 2,793, 807 | 3,414,547 | 5, 210, 999 


| 
| 
| 
} 


| 
| Depreciation and 


| | | 
Amortization. 2, 400, 979 239, 337 } 1,080,821 | 1, 080,821 |.. 
| | | | 


* 


7 | Taxes—Federal in- | 
come. - cones] & 198 108 |........-.-] 1S 989, 196 989, 196 

8 | Taxes—Other........| 932,583 |__- 54, 064 439, 259 439, 260 

9 | Return at 534%-......| 2, 835, 235 --| 221, 103 | 1,307,066 | 1,307, 066 








10 | Total Interstate } 
Cost of Serv- j | 
ice, Exclusive | | 
of Purchased | | | | | 
Gas Escala- } } i } 
tion... 26, 501,825 |$6, 284,084 |1, 130,363 | 2,793,807 | 7,230,889 | 9,027,342 | 35,340 











1 As per Exhibit No. 856, Table No. 8, adjusted upward to normalize Transmission Maintenance and 
Expense as follows: 


Operating expenses 
Federal income taxes_...- 
Return at 534%--- 


Total adjustment. 
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APPENDIX V 
Panhandle Eastern Pipe Line Company 
Docket Nos. G—1116, et al., Refund Proceeding 


Allocation of Cost of Interstate Service Four Months Ended April 30, 1954 


| 
Nonjurisdictional sales 


Interstate 
Particulars Produc- Transmis-| sales for 
tion Petro sion resale 
system |Chemical| system— | 
other 


(a) (ce) (d) (e) (f) 


VOLUMES (Mcf at 14.73 psia, 60° F. Sat.) 


Sales for Period—as metered: 
From Panhandle-Hugoton gas sup- | 
cae saci 77, 227, 436 733, 911 |2,660, 549 | 4,721,453 | 69, 111, 523 
Total system... --------|110, 059, 687 733, 911 |3, 802,500 | 6,747,976 | 98, 775, 300 
Sales for Period—as adjusted for cost | 
allocation ! 
From Panhandle-Hugoton gas sup- 








a icumilanaaia | 80, 843, 355 733, 911 |5, 261,878 | 4, 786,333 | 70, 061, 233 





3 
4 Total System - a ..-|113, 675, 606 733, 911 | 419 | 6,747,976 | 98,775, 300 
5 | Average peak sales ?___- .--| 1,004, 130 |_- 28, 972 42, 934 932, 224 
6 | Customer meter units—Weighted._..___- TR Te rt eceeu 150 4, 625 13, 044 
Costs: } 
7 Gas Supply—Panhandle-Hugoton | 
Area. --.---| $6, 284, 084 $57,048 | $409,014 $372,050 | $5, 445, 972 
Gathering—Panhandle-Hugoton | | | 
Area... oa 1, 130, 363 10, 742 | 38, 942 69,107 | 1,011,572 
Trunkline Gas: } | 
Gas Supply-- contéccsetast SER ..-| 183, 507 166,923 | 2,443,377 
Transmission— Demand... --| 2,248, 876 |__- 64, 886 96, 156 2, 087, 834 
Transmission—Commodity.. 2, 372, 294 82, 512 146, 426 2, 143, 356 
Transmission: 
Demand. ‘ ane 4, 982, 013 143, 745 213, 018 4, 625, 250 
CONE ivi tiviccncdcncccccne 6, 655, 048 | __- a 472 d 6, 012, 803 
Customer.. 35, 340 283 \ 26, 325 








Total Cost of Service, Exclu- 
sive of Purchased Gas Esca- | 
lation......- | 26, 501, 825 67,790 |1, 154, 361 , 480 5 | 23, 796, 489 

Escalation. ‘ ; 262, 447 2, 383 17, 082 5, 538 | 227, 444 


Total Cost of Service.... 26, 764, 272 70,173 {1,171,443 | 1,498,723 | 24, 023, 933 


Bases of Allocation of Costs 

Line 7—Volumes per Line 3 

Line 8—Volumes per Line 1 

Line 9—Volumes per Line 4, Columns (d), (e) and (f) 

Line 10-Volumes per Line 5 

Line 11—Volumes per Line 2, Columns (d), (e) and (f) 

Line 12—Volumes per Line 5 

Line 183—Volumes per Line 2 Columns (d), (e) and (f) 

Line 14—Units per Line 6 

Line 16—Volumes per Line 3 

1 For the purpose of allocating certain costs, Petro-Chemical deliveries (sales) were adjusted to the raw 
gas volume equivalent of the reduction in Btu’s resulting from the processing and consumption of natural 
gas in the Petro-Chemical plant. The adjusted sales volumes from the Panhandle Hugoton area gas supply 
are the result of deducting the total volume received from Trunkline, on a pro rata basis, from various kinds 
ofsales made from Panhandle’s transmission system as classified for cost allocation purposes. 

2 January 10, 11 and 12, 1954. 
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APPENDIX VI 


Panhandle Eastern Pipe Line Company 


Docket Nos. G-1116, et al., Refund Proceeding 


Sales to National Petro-Chemicals Corporation 
(Mef at 14.73 psia, 60° F. Sat.) 





























| Year 1953 Four months ended 
April 30, 1954 
Particulars 
As Raw gas As Raw gas 
metered | equivalent} metered | equivalent 
— between Inlet and Outlet Meters, per Exhibit 
husk. + tcutnimesininnainthanuasmenanmacndaaantat 2, 867, 536 6, 612, 754 3, 013, 911 6, 696, 181 
manden Gas Fuel, per Exhibit No. 856..........-..-.-- 1, 152, 849 | ! 1, 087, 759 788, 589 3 722, 238 
inintndatingenintdennaneacmammaneidaiin | 4,020,385 | 7,700,513 | 3,802, 500 7, 418, 419 
1 Computed from data contained in Exhibit No. 856, Table No. 15. 
2 Computed from data contained in Exhibit No. 856, Table No. 16. 
APPEND&® VII 
Panhandle Eastern Pipe Line Company 
Docket Nos. G—1116, et al., Refund Proceeding 
Allocation of Trunkline Gas Volumes to Classes of Sales 
(Mef at 14.73 psia, 60° F. Sat.) 
} 
Transmis- Petro Other Interstate 
Particulars sion sys- | Chemical | nonjuris- sales for 
tem total dictional resale 
Year 1953 
As Metered: 
SID OD oi nk innscndsscsceusecsunaguied |301, 248, 367 | 4,020,385 | 22,094,613 | 275, 133, 369 
Percentages. ........ 100. 00 1. 334575 7. 334351 91. 331074 
Trunkline Gas Mein thsaepuabiadinennsecinisineninsinephbaiuenehentanl 7 1, 289, 756 7, 088, 043 88, 263, 921 
As Adjusted: 
EE RNIN TIE IID ss cticetcc ec cciicmncdcieelnieinnnniinnnan 304, 928,495 | 7,700,513 | 22,094,613 | 275, 133, 369 
Percentages --_....--.- “ , 2. 525350 7. 245834 90. 228815 
ETE Ficcticensininmindsnirndteannqacndiesamenetn > 2, 440, 542 7, 002, 499 87, 198, 679 
Four Months FE-nded 4/30/54 
As Metered: 
ID Sosiscnccomincuenboumbulscueebe 109, 325,776 | 3,802,500 | 6,747,976 | 98,775,300 
UII non nnnb itinineereianeninimasnnannsmuieiele 100. 00 3. 478137 6. 172356 90. 349507 
eS cacviddcienkiccnacenuniionwapeeliel 32, 832, 251 1, 141, 951 2, 026, 523 29, 663, 777 
As Adjusted: 
TE PIII 5 neninncensanecnnccnaman -|112, 941,695 | 7,418,419 | 6,747,976 | 98, 775, 300 
IO 5 oi oat ciciinleeinetinninniniedemines -| 100. 00 6. 568362 5. 974743 87. 456895 
I i cincciuchadncmnsanncouteqeneiinaniin 32, 832,251 | 2,156,541 | 1,961,643 | 28, 714, 067 





1 Total Trunkline gas volumes allocated to classes of transmission system sales, on a pro rata basis, using 


percentages shown above. 
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APPENDIX VIII 
Panhandle Eastern Pipe Line Company 
Docket Nos. G—1116, et al., Refund Proceeding 
Escalation— Purchased Gas 








Line 4 months 
num- Particulars Year 1952 | Year 1953 | ended Apr. 
ber 30, 1954 
cialis ies aici cit ctinet alti acticin iliac — 
1 | Purchased Gas Cost subject to Escalation— wed Exhibit 858 . _/$2, 687,551 | $2, 931, 704 si, 075, 872 
2 | Cost of Service, exclusive of Purchased Gas Escalation, Al- | 
located to Interstate Sales for Resale. ........___- /64,615,001 (67,394,197 [23, 796, 489 
3 | Revenues from Interstate Sales for Resale at Rates in effect 
4 | Volumetric Ratio of Interstate Sales for Resale from Pan- 


prior to February 20, 1952_. 57, 438, 746 op 158 /|19, 312,791 


handle-Hugoton Gas Supply to Total Sales from such 
supply (adjusted basis for allocation purposes in 1953 and | 
Beep casee shhh LG. Aleka debs dione LUdsaceteee 85.8174%|  87.6352%| 86. 6629% 
5 | Dollar amount of Escalation computed from foregoing data 
using formula approved in Opinion No. 269 (Table 10, 
II inna isin sstbnetntie hi ips eiitinnsteejuddbitennse 349, 823 736, 050 262, 447 











Interim order modifying and affirming as modified certain portions 
of the initial decision of presiding examiner and providing 
for interim refunds* 


December 30, 1955 


These proceedings arise pursuant to Section 4 (e) of the Natural Gas Act. 
They concern the refund of excess charges by Panhandle Eastern Pipe Line 
Company (Panhandle) and are before us on exceptions to the Decision of the 
Chief Presiding Examiner issued June 7, 1955. The refund of the excess 
charges results from Panhandle’s rates put into effect subject to refund by our 
order of March 5, 1952. By our order issued April 15, 1954, accompanying 
Opinion No. 269, we fixed rates for the future to become effective May 1, 1954 
and provided for further hearings to determine the amounts of the excess 
charges to be refunded for the period February 20, 1952 to May 1, 1954. The 
Chief Presiding Examiner’s decision considered herein is in consequence of 
such further hearings on the matter of refunds. 

In the meantime, appeal was taken to Opinion No. 269 and accompanying 
order, and by decision of the United States Court of Appeals for the District 
of Columbia Circuit on December 15, 1955 in cases Nos. 12,531 and 12,539, 
Opinion No. 269 was remanded for further proceedings with respect to two 
issues, the treatment of the cost of company-produced gas and the treatment of 
revenues and expenses from gasoline plant operation (230 F. 2d 810). 

The public interest requires, however, that the pendency of further pro- 
ceedings in the Courts or before the Commission should not delay the immedi- 
ate refunding of those portions of the excess charges not questioned by the 
Court’s decision. We have therefore considered fully the Decision of the 
Chief Presiding Examiner and exceptions thereto, as well as the record, briefs, 
and oral argument in this matter, and affirm the Presiding Examiner’s Decision 
except as specifically stated herein. As to the exceptions not discussed, we 
have concluded from our study of the record that no adequate reason has 
been advanced which would justify further discussion beyond that contained 
in the Examiner’s Decision. 

Our order herein is without prejudice to further refunds which may be 
appropriate as the result of further proceedings referred to above. Further, 
we have reserved decision on the issue of the allocation of costs to Panhandle’s 


* Order was affirmed as modified in 15 F.P.C. 1156. 
468917—59——_-33 
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transportation and sale of heavier hydrocarbons to the plant of National 
Petro-Chemical Corporation inasmuch as this allocation may be affected by 
further consideration of the treatment of gasoline plant revenues and expenses. 
For the purpose of computing the interim refund, we have used the volumetric 
method of allocation advanced by Panhandle. Nevertheless, the use of such 
method of allocation at this time is not to be construed as approval thereof, 
and it is in no way determinative of our final decision thereon. 


BATE OF RETURN 


The cost rates of 2.90% and 4.02% which we found in our Opinion No. 269 
as the proper measures of the cost of Panhandle’s long-term debt and pre- 
ferred stock funds as bearing upon a fair rate of return and which were found 
as proper by the Examiner for the refund period, we likewise find as the 
proper measure of Panhandle’s debt and preferred stock during the refund 
period, February 20, 1952 to May 1, 1954. We reach this conclusion after 
consideration of the market conditions prevailing during this refund period 
which we find in no way affected the costs of 2.90% and 4.02% to Panhandle 
of its outstanding debt and preferred stock inasmuch as Panhandle issued no 
securities during the refund period. We here are dealing with a past period, 
rather than a future period, for which the relevant facts are fully known and 
the risks become a matter of accurate measurement rather than the usual 
problem of evaluation. Panhandle claims that the proper rates for its debt 
during the years 1952 and 1953 are 3.24% and 3.49%, respectively, which rates 
are based upon its persistent use of the estimated current cost of debt during 
these periods to the utter exclusion of the actual cost of 2.90%. We have 
steadfastly maintained in our opinions that in the absence of contravening 
facts the actual cost of the utility’s debt, where reasonable, is the pre- 
dominating and controlling factor in the determination of the fair measure 
of the cost of borrowed money in bearing upon a fair rate of return,1 and 
we find no justification here for digressing from this established practice in 
the light of the fact that no securities of any nature were issued by Panhandle 
during the refund period. 

With reference to the proper rate to be permitted the common equity; the 
Examiner’s Decision points out, among other pertinent facts, that the average 
of the earnings-price ratios of the eight natural-gas company stocks during the 
refund period was lower by some 1.2% than the average for the period January, 
1946, to July, 1952, upon which data we have relied in Opinion No. 269 in 
our determination of a fair allowance of 11.41% for common equity. While 
we are in agreement with the Examiner’s conclusion that such facts appear to 
indicate the need of a lower rather than a higher rate of return for the re- 
fund period, it is our intention to provide a reasonable rate of return which 
will enable Panhandle to continue to maintain its financial integrity rather 
than to press it to the minimum return practicable under the prevailing condi- 
tions as evidenced by the record. 

The inclusion of Exhibit No. 835 by Panhandle’s witness which shows that 
the over-all rates of return earned by 13 natural-gas companies for 1952 and 
1953 were 6.16% and 6.18%, respectively, in our opinion does not add any- 
thing to the record which would alter our adoption of the Examiner’s Decision. 
We are aware that many of these companies have sizable industrial markets 
and agree with Panhandle’s witness that while this phase of the natural gas 
business increases the risks, it likewise normally produces a higher return. 


1 F.P.C. v. Hope Natural Gas Co., 320 U.S. 591, 601, 603 (1944). 
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Needless to say, because of the higher return on unregulated business of 
these companies, the return on the regulated portion of thie composite rates of 
616% and 6.18% shown in Exhibit 835 would be-materially lower than these 
overall figures. 

In view of the foregoing, our Opinion No. 269, together with the absence of 
any data which would alter our opinion of the enviable position of Panhandle 
with réference fo its long history of satisfactory earnings and‘ dividends, 
established markets and strong financial situation, and other ample evidence 
in this record of high regard by investors, we agree with the conclusion of 
the Examiner that a rate of return of 5%% during the refund period is fair, 
reasonable, and adequate, and find that it coincides with the return which we 
would have arrived at independently. 


COST OF SERVICE FOR THE FIRST FOUR MONTHS OF 1954 
(JANUARY 1 THROUGH APRIL 30) 


Panhandle contends that the manner in which the Examiner determined the 
cost of service for the months of January through April, 1954, failed to as- 
sign to that period certain costs which could only be reasonably related to 
that period since it was largely dominated by volumes of gas sold during 
winter months. We have examined the record, the Examiner’s Decision, the 
arguments of counsel in support of their exceptions and conclude that some 
modification should be made in the determination of cost of service for this 
period. Panhandle points out in its exceptions that sales during these months 
amounted to 35.52% of total sales for the year 1954. Principal among Pan- 
handle’s claims is that the distribution of return allowed in the cost of 
service for these four months on the basis of 14 of the annual return for the 
ealendar year attributes to the volumes of sale a lesser proportionate amount 
than should be borne by sales during this period. Various refinements are 
available by which to spread the annual dollars of return to a particular 
period involved in any rate determination or refund period. However, under 
the circumstances of this case, we find that costs for the period with an ad- 
justment for annual return to reflect the volume of gas sold to resale customers 
for that period as compared to the annual volume of sales to such customers 
will provide a réalistic and fair basis for determining over-all cost of service 
for this period of 1954. 


COST OF SERVICE ADJUSTMENTS 


In addition to allowing for the maintenance expense actually experienced by 
Panhandle during the first four months of 1954, the Examiner has increased 
such expense in the amount of $58,076 as an adjustment of compressor station 
equipment maintenance expense to account for variations in this item claimed 
by Panhandle to have occurred during a later period in the year. This ad- 
justment seems inconsistent with the remainder of the Examiner’s Decision, 
and, further, is not in accordance with the purpose and principles of these 
proceedings as set forth in Opinion No. 269 and our order providing for these 
hearings inasmuch as it departs from the actual operating results experienced 
by Panhandle during the refund period. We find no justification or basis for 
this adjustment and accordingly eliminate the adjustment to the cost of service 
in computing the refund for the first four months of 1954. 

The Examiner’s Decision has included in Panhandle’s cost of service for 
the refund period certain pension payments made by Panhandle during the 
refund period but applicable only to services of employees performed prior 
to January 1, 1952. This constitutes a cost incurred prior to the refund 
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period and its inclusion in the cost of service would be analogous to the normal- 
izing of the compressor station maintenance costs with costs incurred subse- 
quent to the refund period. As discussed above, this we have refused to do. 
Similarly, we shall not permit the pension payment to be included as an 
item of the cost of service during the refund period, 


PUBCHASED GAS COST ESCALATIONS 


Staff Counsel has excepted to the application of escalation provisions in 
Panhandle’s gas purchase contracts with Phillips Petroleum Company, Sham- 
rock Oil and Gas Corporation, and Magnolia Petroleum Company in the 
computation of the cost of purchased gas in Panhandle’s cost of service during 
the refund period. The escalations in this case represent a cost actually in- 
curred and paid by Panhandle for gas purchased and sold during this period. 
The entire refund period occurred prior to the decision of the Supreme Court 
in Phillips Petroleum Company v. Wisconsin, 347 U.S. 672 (1954), and there 
are no peculiar circumstances in this instance which would require an exclusion 
of Panhandle’s payments (or obligation to pay) pursuant to the escalation 
provisions. 


ALLOCATION OF COSTS 


We affirm the Presiding Examiner’s determinations with respect to the 
allocation of costs except with respect to his allocation of transportation costs 
to hydrocarbon sales on volumetric basis which, as previously stated, we will 
not decide at this time. The use of an average of two three-day peak periods 
for the 1952 and 1953 refund periods (one three-day period for the winter 
season at the beginning and the other three-day period for the winter season 
at the end of each year) and of the three days January 10, 11, and 12, 1954, 
for the 1954 period is appropriate under the circumstances of these proceedings 
in which the refund is computed on the basis of actual experience during a 
known period and there is no attempt to fix rates for the future. 

In Opinion No. 269 we determined that a system-wide allocation was 
proper. There is no evidence in this record which would justify a different 
method during the refund period. Moreover, Panhandle, in its determination of 
rates entirely disregards its zone allocations and bases its rates solely on 
a consideration of system-wide costs. 


FEDERAL INCOME TAX SAVINGS RESULTING FROM PAYMENT OF INTEREST 
ON REFUND OF EXCESS CHARGES COLLECTED 


The impoundment period in this proceeding is from February 20, 1952 to 
and including April 30, 1954. During this period Panhandle collected excess 
revenues as follows: 


February 20 to December 31, 1952 $15,117,778 
Year 1953 


The excess revenues collected by Panhandle during the period of impound- 
ment in this proceeding have been computed on a “cost of service” basis for 
each of the three accounting periods enumerated above. The Federal Income 
Tax component of such costs of service has been calculated without giving 
effect to the savings in Federal Income Taxes which will result from the de- 
duction for interest related to the refunds Panhandle is required to make 
to its customers. 
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The interest expense relating to these refunds will effectuate a tax saving 
only in the year in which such interest is paid. The Examiner’s decision has 
reserved for our future determination whether an additional refund of the 
tax saving is appropriate and the amount of said additional refund. 

It is our view, however, that the public interest does not permit the pro- 
longing of these proceedings for the purpose of determining the amount and 
treatment of this tax saving. Moreover, Panhandle is presently collecting 
rates pursuant to an undertaking for future refufid as provided in our order 
issued January 28, 1955 in Docket No. G-2506. If a tax saving results from 
the payment of interest on the refund ordered herein, the actual saving will 
in all likelihood occur during the period in which rates are collected pursuant 
to an undertaking for refund in Docket No. G—2506, and full consideration 
may be given in that proceeding as to whether a refund of the tax saving 
is proper and to the amount, if any, to be so refunded. 

Upon consideration of the entire record in these proceedings, including the 
briefs, the initial decision of the Presiding Examiner, the exceptions filed, and 
the oral argument, the Commission finds: 

(1) The initial decision of the Chief Presiding Examiner filed June 7, 1955, 
in these proceedings, should be modified to conform with our views expressed 
herein. 

(2) The rates and charges for natural gas subject to the Commission's juris- 
diction set forth in the tariff filed by Panhandle Eastern Pipe Line Company 
on August 17, 1951, as modified and amended by substitute sheets submitted 
ou August 30, 1951, which rates and charges were suspended on September 5, 
1951, but which went into effect under bond on February 20, 1952, have not 
been shown to be just and reasonable and otherwise lawful under the provisions 
of the Natural Gas Act for the period February 20, 1952 through April 30, 
1954. 

(3) For the purpose of determining the excess of the rates charged by 
Panhandle Eastern during the period February 20, 1952 through April 30, 1954 
for natural gas subject to the Commission’s jurisdiction, over and above 
allowable rates, it is necessary and desirable to determine fair and reasonable 
rates for that period. 

(4) Except to the extent that they may be changed as a result of further 
proceedings relative to the issues discussed by the Court of Appeals for the 
District of Columbia Circuit in cases Nos. 12,351 and 12,859 in its opinion of 
December 15, 1955, and to the issue of the. proper allocation of costs to Pan- 
handle’s transportation and sale of heavier hydrocarbons to the National 
Petro-Chemicals Corporation and without prejudice to such further determina- 
tions, the just and reasonable, non-discriminatory and non-preferential rates 
and charges applicable to Panhandle’s sales of natural gas for resale in inter- 
state commerce during the period February 20, 1952, through April 30, 1954, 
are, for the portions of such period indicated, as follows: 
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| Cents Cents | Cents Cents | Cents Cents 
G-1 6. 24 | 6. 24 | 6. 37 | 6. 37 | 5. 88 5. 88 
G-2 5. 56 5. 56 | 5. 68 | 5. 68 5. 29 5. 29 
G-3 5. 26 | 5. 26 | 5. 39 5. 39 | 4.90 4.90 
SG-1 | 23.03} 6.24) 23.98 | 6. 37 24. 15 5. 88 
SG-2 20. 45 5.56} 21.31) 5.68 21. 53 5. 29 
SG-3 | 19.55 5.26 | 20.50 | 5. 39 20. 67 4.90 
Ls-1_ | 6. 08 6. 08 6. 21 6.21 | 5.72 5.72 


3 For gas taken in excess of the contract demand under Section 6.1 (b) of the General Service and Limited 
Service Rate Schedules and under Section 5.1 (b) of the Small General Service Rate Schedules. 

* For failure to deliver maximum demand established for the month under Section 6.2 of the General 
Servies and Limited Service Rate Schedules and under Section 5.2 of the Small General Service Rate 
Schedules. 





(5) With the exceptions therein noted, the rates and charges set out in 
Finding No. (4) above will provide just, reasonable, non-discriminatory and 
non-preferential rates and charges for natural gas sold by Panhandle for 
resale in interstate commerce for the period from February 20, 1952 through 
April 80, 1954. 

(6) The rates set out in Finding (4) above when applied to the volumes 
of natural gas subject to the Commission’s jurisdiction sold and delivered by 
Panhandle would have produced revenues in the amount of $147,173,415 
during the period therein described. 

(7) The rates charged by Panhandle for the natural gas actually sold and 
delivered during the February 20, 1952—April 30, 1954 period produced revenues 
in the amount of $183,289,471. 

(8) The rates charged and collected by Panhandle for the gas referred to 
in Finding No. (7) exceeded, in terms of the revenues derived therefrom, the 
rates and charges set forth in Finding No. (4) by the amount of $36,116,056. 

(9) To the extent that the rates charged by Panhandle during the refund 
period when applied to the volumes of gas subject to the Commission’s jurisdic- 
tion sold and delivered by Panhandle produced revenues in excess of $147,- 
173,415 such rates and charges are unjust, unreasonable, unlawful, and not 
justified within the meaning of the Commission’s order issued March 5, 1952 
and Opinion No. 269. 
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The Commission orders: 


(A) The initial decision of the Chief Presiding Examiner filed June 7, 1955, 
in these proceedings as modified in its narrative parts to conform with our 
views expressed herein, and amended by the findings and ordering paragraphs 
herein, shall become effective as the decision of the Commission as of the 
date of issuance of this order. 

(B) The increased rates and charges embodied in the tariff submitted on 
August 17, 1951 as modified and amended by substitute sheets submitted on 
August 30, 1951, suspended on September 5, 1951, and which went into effect 
under bond on February 20, 1952, be and the same are disallowed. 

(C) Within 15 days from the date of issuance hereof, Panhandle shall refund 
to those who were its customers during the refund period the difference between 
the amounts collected from them under bond pursuant to the rates contained 
in the tariff described in Paragraph (B) above and amounts which result from 
the application to the volumes of gas purchased during the period of the rates 
set forth in Finding (4) above which such amount is $36,116,056, as found in 
Finding (8) above, together with interest at the rate of six per cent per annum 
from the respective dates of receipt by Panhandle of such excess amounts in 
the refund period to the date of refund less such amounts Panhandle has 
already refunded. Panhandle shall bear all costs incidental to the making of 
such refund and shall submit within 15 days of making such refunds copies 
of releases from its customers with respect thereto. 

(D) Within thirty days from the date of the issuance of this order, Pan- 
handle shall report to the Commission in writing and under oath and transmit 
copies thereof to all State regulatory commissions having jurisdiction in the 
areas served by Panhandle’s utility distributing customers and to parties to 
these proceedings, the details of its calculations resulting in the refunds ordered 
pursuant to Paragraph (C) above.. The details of calculations referred to 
above shall include for each period of the refund by individual rate schedules 
and customers the following: 

(i) The billing demand units 

(il) The volume sold 

(iii) The actual charges made pursuant to the rates disallowed herein 

(iv) The recomputed charge under the rates ordered herein 

(v) The difference between (iii) and (iv) 

(vi) Interest accrued as of date of refund 

(vii) The total of (v) and (vi) 
Panhandle shall also submit to the Commission and parties to these proceed- 
ings a separate tabulation of the principal, interest as of date of refund, and 
total thereof due each customer. 

(E) This order does not determine the issue of the proper allocation of 
costs related to Panhandle’s transportation and sale of heavier hydrocarbons 


to the plant of National Petro-Chemicals Corporation and is without prejudice 
to such determination. 


Commissioner CoNNOLE not participating. 
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In THE MATTERS OF 


THE ATLANTIC REFINING COMPANY, G-8809; THE CALIFORNIA COM- m 
PANY, G-8810; UNION OIL COMPANY OF CALIFORNIA, G-8811; G 
TEXAS GAS TRANSMISSION CORPORATION, G-8828 ir 
Upon Applications for Certificates of Public Convenience and Necessity . 
December 7, 1955* D 
0! 
Syllabus 

. A fact cannot be judicially noticed, if there is any doubt whatever either ; 
as to the fact itself or as to its being a matter of common knowledge. 1 
P. 485. f 
2. In a proceeding under section 7 of the Natural Gas Act an applicant does ‘ 

not have exactly the same burden of proof as is imposed by section 4 
of the act upon a proponent for a rate increase. P. 486. ‘ 
8. The initial price contemplated by the independent producers in this case ‘ 
will not affect Texas Gas’ rates to its customers for the immediate future. } 
P. 486. f 
, 4. Price adjustment clauses can only become operative in the event of future i 
; filing proposing an increase in rates over and above the initial rate. i 
P. 487. 1 
5. Commission issues certificates of public convenience and necessity under 


section 7 of the Natural Gas Act to Texas Gas and the independent pro- 
ducer applicants. P. 489. 


Commissioner CoNNoLe not participating. 

Bernard A. Foster, Jr., for The Atlantic Refining Co. 

Harry J. Polk for The California Co. 

George Horning, Jr., for Union Oil Company of California. 

Charles F. Detmar, Jr., Richard T. Connor, Christopher T. Boland, and 
Thomas F. Ryan, Jr., for Texas Gas Transmission Corp. 

William J. Grove and EZ. B. Blackmon for the staff of the Federal Power 
Commission. 

Brnver, Presiding Examiner: Pursuant to Section 7 of the Natural Gas Act 
applications were filed in these proceedings for certificates of public conveni- 
ence and necessity by three independent producers,! viz., The Atlantic Refining 
Company (Atlantic),2 The California Company (California),? and the Union 
Oil Company of California (Union)* to authorize sales and deliveries of natural 
gas by them at a central point in the East Lake Palourde Field, Assumption 
Parish, Louisiana to Texas Gas Transmission Corporation (Texas Gas) and 
the latter filed an application® for a certificate of public convenience and neces- 
sity authorizing it to construct and operate facilities necessary to take such 
natural gas for delivery into its system at a point near Eunice, Louisiana for 
the purpose of enabling it to meet demands for additional service by existing 
customers. 


* Initial decision became the final decision and order of the Commission by order of 
the Commission issued December 30, 1955, infra, p. 490. Rehearing denied by order is- 
sued February 10, 1956, in 15 F.P.C. 1121. 
1 These companies will sometimes be referred to hereinafter as the Producer Applicants. 
2 Docket No. G-8809. 
3 Docket No. G-8810. 
4 Docket No. G-8811. 
5 Docket No. G-8828. 
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Intervention was granted Memphis Light, Gas and Water Division, City of 
Memphis, The City of Memphis,® and the City of Murray, Kentucky (Murray), 
in all dockets; the City of Dyersburg, Tennessee (Dyersburg), The Ohio Fuel 
Gas Company (Ohio), and Louisville Gas and Electric Company (Louisville) 
in Docket No. G-8828; and Texas Gas in Docket Nos. G—8809, G-8810, and 
G-8811. Murray, a proposed new customer, intervened to obtain an allocation 
of 1703 Mcf per day from Texas Gas for distribution and sale through munici- 
pally owned and operated facilities it proposed to construct through a public 
offering of securities. 

Pursuant to appropriate notice by the Commission, the above-entitled pro- 
ceedings were consolidated for the purpose of hearing, which commenced on 
October 17, 1955 and concluded on October 18, 1955. Briefs were submitted by 
Texas Gas, Atlantic, Union, Memphis, Murray, Ohio, Louisville, and by counsel 
for the Staff of the Commission and they have been considered together with 
all the evidence adduced in the consolidated proceeding. 

Texas Gas executed a contract with California on April 1, 1955, a second 
eontract with Union on April 14, 1955, and a third contract with Atlantic on 
April 22, 1955. The volumes of gas dedicated under the contracts are 54,132 
MMcf by California, 289,992 MMcf by Union, and 15,454 MMcf by Atlantic. 
The primary term in each contract is 20 years, the price of gas in each contract 
is the same, viz, 20¢ per Mcf? for the first five years with a 2¢ per Mcf periodic 
increase the second and third five years and a 2¢ per Mcf increase for the 
balance of the term of the contract in each case. In addition, each contract 
has identical favored nations and price redetermination clauses. 

Each contract also provides that if certificates of public convenience and 
necessity are not obtained by January 1, 1956, then either party may. terminate 
it on 30 days notice. 

The cost of constructing Texas Gas’ proposed facilities is estimated to be 
$19,969,000 and such facilities will be employed to serve the increase firm 
requirements of the pipeline’s customers for the 1956-57 and 1957-58 winter 
seasons amounting to 108,5988 in excess of presently authorized service. 84,936 
Mcf are required to meet the increased peak day demands of Texas Gas’ cus- 
tomers for the 1956-57 winter season and an additional 23,662 Mcf for the 
1957-58 winter season. * 

The facilities necessary to render the proposed increased service include a 
supply line through which the gas furnished by the Producer-Applicants will 
flow from a central point in the East Lake Palourde Gas Field, Assumption 
Parish, Louisiana, into Texas Gas’ system at a point near Eunice, Louisiana. 
This supply line will consist primarily of 105 miles of 20-inch transmission 
pipe, 5 miles of 12% inch pipe together with dual 16-inch pipe lines across the 
Atchafalaya River and a new 3.05 mile 12-inch line from the South Roanoke 
Meter Station to the Lake Arthur Field in Louisiana. Texas Gas’ proposed 
facilities also include loops to existing lines in Arkansas, Mississippi, Tennes- 
see, Kentucky and Indiana. In addition, Texas Gas proposes the construction 
of additional power facilities totalling 19,190 compressor horsepower; and two 
check meter stations and one regulator station. 

No challenge was raised by any party or by Staff Counsel in regard to the 
reasonableness of Texas Gas’ estimate of the cost of the proposed facilities or 
concerning the adequacy of design. Both the estimates of cost of the proposed 
facilities and adequacy of design were amply supported by the exhibits received 


6 Memphis Light, Gas and Water Division, City of Memphis, and the City of Memphis 
will sometimes be referred to herein collectively as Memphis. 

7 Exclusive of taxes. 

8 All volumes herein are stated at 15.025 psia. 
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in evidence without objection and the uncontroverted testimony of witnesses 
presented by Texas Gas. The Presiding Examiner finds that Texas Gas’ design 
is adequate and the cost estimates are reasonable.® 

Undisputed and well supported estimates of the market requirements of 
Texas Gas’ customers show that by the winter season of 1956-57 the peak day 
demands from Texas Gas’ existing customers will have increased 84,936 Mef 
per day in excess of presently authorized service and that by the 1957-58 
winter season the peak day demands of such customers will have increased an 
additional 23,662 Mcf, making a total of 108,598 Mcf in excess of presently 
authorized service. 

The Presiding Examiner finds that the market data evidence presented amply 
supports Texas Gas’ estimates concerning the necessity of obtaining an increase 
in presently authorized service by 108,598 Mcf per day.!° 

The exhibits and uncontroverted testimony show that with the gas dedicated 
to Texas Gas in the East Lake Palourde Field, the pipe-line Applicant will have 
available to it from all sources for service during the period January 1, 1955 
to December 31, 1976 approximately 6,831,882 MMcf of natural gas, i.e., suffi- 
cient to support the estimated system requirements for a period of eighteen 
full years.44 

The Presiding Examiner finds that with the gas reserves dedicated under 
the contracts between the Producer-Applicants and Texas Gas that the reserves 
of the latter company will be adequate to meet the proposed peak day demands 
totalling 108,598 Mcf in excess of presently authorized service. 

Texas Gas plans to finance the construction of the proposed facilities through 
the issuance of $20 million of 3% per cent First Mortgage Bonds. The ability 
of Texas Gas to effectuate the proposed financing is not controverted. The 
Presiding Examiner finds that the proposed financing is feasible and that Texas 
Gas has the ability to finance the new facilities as proposed. 

Page 1 of Exhibit 9, an exhibit sponsored by Texas Gas, shows that on the 
basis of estimated revenues, expenses, and net operating revenues attributable 
to present and proposed facilities for the years 1957, 1958, and 1959, the esti- 
mated over-all rate of return will be 6.2% for 1957, 6.2% for 1958, and 6.4% 
for 1959. The Treasurer of Texas Gas testified that without the East Lake 
Palourde gas under consideration here the average cost of gas per Mcf to the 
applicant would be 13.25 cents and that with such gas the average cost would 
be 13.52 cents or 25/100 of a cent more, and further that such increase in cost 
of gas by reason of the initial price in the contracts with Producer-Applicants 
“would require no change in [Texas Gas’] rates” to its customers. 

It is clear that Texas Gas’ project is economically feasible in the light of 
the proposed price of gas to be paid by it to the Producer-Applicants and in 
view of the estimates of cost of constructing and operating the proposed facili- 
ties. Moreover, it is not disputed (except for Memphis’ contentions regarding 
producer prices) that it would serve public convenience and necessity if Texas 
Gas acquired the additional reserves under consideration here to meet the addi- 
tional demands for service by its customers, since without such additional 
reserves Texas Gas, if required to meet its customers’ demands, would suffer a 
substantial reduction in its reserve index with corresponding potential detri- 
ment to the interests of Texas Gas and such customers. In this connection, 
it will be observed that it is not controverted that the demands of Texas Gas’ 


9 See Exhibits 23, 3, 4, 5, 6 and 13 and testimony of Donald C. Benson, Superintend- 
ent of Gas Measurement and Research for Texas Gas. 


10 See Exhibits 1, 3, 9 and 12 and testimony of James E. Allison, Texas Gas’ Director 
of Sales and Customer Relations. 


11 See Exhibits 7, 8 and testimony of Messrs. Martin, Wege and Stanton. 
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existing customers including the demands of Memphis are supported by genuine 
considerations of public convenience and necessity. Louisville, for example, 
points to its “dire need” for at least 15,000 additional Mcf of firm gas not later 
than the winter of 1956-57. Page 1 of Schedule 37 in Exhibit No. 1 shows that 
“even if Louisville receives the additional 15,000 Mcf per day which Texas Gas 
in its application proposes to deliver, Louisville will experience a peak-day 
deficiency of 7,580 Mcf by the winter of 1956-57; a peak-day deficiency of 
14,394 Mcf by the winter of 1957-58; and a peak-day deficiency of 30,010 Mcf 
by the winter of 1958-59. Without the additional 15,000 Mcf per day which 
Texas Gas now proposes to deliver to Louisville, the latter will experience, in 
the winter of 1956-57, a peak-day deficiency of 22,580; in the winter of 1957-58, 
it will be confronted with a peak-day deficiency of 29,394 Mcf; and in the 
winter of 1958-59, it will have a peak-day deficiency of 45,010 Mcf.12 

Memphis nevertheless urges denial of the applications of Texas Gas and the 
Producer-Applicants. In this connection, Memphis points out that the applica- 
tion of Texas Gas is dependent on the grant of certificates to the Producer- 
Applicants since the latter may not sell natural gas to Texas Gas unless certifi- 
cates are granted them and further, that unless the supply from the East Lake 
Palourde field becomes available there would be no reason to construct and 
operate the supply lines for which Texas Gas asks certification. Memphis con- 
tends that in a proceeding under Section 7 of the Natural Gas Act, each 
Producer-Applicant must establish as an indispensible legal prerequisite to the 
grant of a certificate that the price, terms and conditions under which he pro- 
poses to sell natural gas to a pipe-line company subject to the Act, is reason- 
able; that the evidentiary requirements to establish just and reasonable prices 
for producers referred to in three recent decisions involving proceedings under 
Section 4(e) of the Act to obtain increases in rates!® are equally applicable to 
each Producer-Applicant in a certificate proceeding brought under Section 7 
of the Act; that the burden of sustaining such evidentiary requirement has not 
been met by any of the Producer-Applicants in these proceedings; and there- 
fore each of the applications of the Producer-Applicants as well as that of 
Texas Gas must be denied. 

Memphis, in defining the issues, states in its brief: 











































The fact is that the only real issue in these producer certificate proceed- 
ings is the matter of price. Market, Financing and Gas Supply present no 
problem. The market is assured by reason of the contract. The major 
part of the cost necessary to make the gas available has already been 
incurred, and the amount of reserves available has been demonstrated by 
the pipe-line company which is seeking to expand its operations by use of 
these reserves. 





It appeared that prior to entering into the negotiations with the Producer- 
Applicants Texas Gas was seeking a large source of supply, i.e., at least 300 
billion cubic feet of natural gas outside its favored-nations area. The evidence 
relating to the price terms and conditions of the contracts between Texas Gas 
and Producer Applicants discloses that no affiliation exists between any of the 
Producer-Applicants and Texas Gas and that negotiations between the parties 
leading to the execution of the contracts extended over a period of almost a 
year, ie., from about April 1954 to a date shortly before the execution of the 
contracts. 








12 See pages 1, 2 Louisville Brief. 

13 See Commission decisions issued October 24, 1955 In the Matter of Union Oil Com- 
pany of California et al., Docket No. G-4331 et al., In the Matters of Sun Oil Company 
et al., Docket No. G-8828 et al.; and In the Matter of Forest Oil Corporation, Docket 
No. G-5510. 
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It appeared that Texas Gas engaged in negotiations with all Producer- 
Applicants at about the same time and was looking for a “package deal” encom- 
passing the production of all three Producer-Applicants in the East Lake 
Palourde field, and that Texas Gas first made an offer to the Producer-Appli- 
ecants “on a demand-commodity form of rate that load-factorwise would have 
worked out at 16.6 cents at 90 per cent load factor; 17.5 cents at an 80% load 
factor, and 18.5 cents at a 70 per cent load factor.’’4 

The Producer-Applicants during the course of the negotiations informed Texas 
Gas that the latter would have to take a minimum bill of 70 per cent of maxi- 
mum contract quantities with an initial price of 20¢ per Mcf. In addition, the 
Producer-Applicants wanted a 1-cent escalation each five years. 

In view of the historical problem which Texas Gas had experienced in meet- 
ing its “take or pay for’ obligations the pipe line sought to negotiate the obli- 
gation down to a minimum “take or pay for” provision amounting to 60% of 
the contract obligations of the producers. In this connection, however, Texas 
Gas agreed to a 2¢ escalation provision. 

The principal negotiator for California stated that at the time he was 
negotiating with Texas Gas he knew the market was 20¢ and that was what 
he was trying to get but that he started negotiations “a little above that.” His 
testimony was in part as follows: 


Well, we knew that contracts had been offered and had been made for 
20 cents, with a 214 cent every year escalation. We knew that other con- 
tracts had been made at 20¢ with a 1 cent every five years escalation. 

Some of those contracts had already run several months, which is plac- 
ing us at that particular point of negotiation closer to the point of escala- 
tion in their contracts. 

So there again we were trying to get the market. I think I was shooting 
for 22¢, which represented, as we could see it at that time, the current 
market price. 


During the period of negotiations between the parties, it appeared to the 
senior vice-president of Texas Gas that the market was such that “Every pro- 
ducer, large and small knew that the price for gas was 20 cents, regardless of 
whether they paid 16 for some smaller contracts; but they paid 20 cents and 
that was the price that the producers knew about.” 

In this connection, the witness referred to a 20 cent price paid by United 
Gas Pipe Line Company in a contract in the Duck Lake Field “which is about 
12 to 15 miles immediately east of East Lake Palourde and Amelia, that went 
to 20 cents in 1955—November 1 of 1955,” to a 20 cent price paid by American 
Louisiana Pipe Line Company “over in the western part of the State,” and to a 
20 cent price paid by “Gulf Interstate.” 

Texas Gas and the Producer-Applicants finally entered into the agreements 
which have been described herein. 

The parties to these agreements have characterized them as having been 
arrived at as a result of hard bargaining and as a result of arms-length nego- 
tiations, at the going market price and as just and reasonable. 

Memphis, on the other hand, during the hearing contended, “that there is an 
arm’s length transaction when there is an equality of bargaining position 
between the buyer and seller,” i.e., unless there is such equality of bargaining 
position the prices arrived at in allegedly “arm’s length” transactions between 
non-affiliates cannot be considered as evidence of reasonable price. In this 


14 See testimony of William Elmer, senior vice-president of Texas Gas. 
15 See testimony of Harold D. Brennand, Manager of Crude Oil, Natural Gas and Plant 
Products Sales for California. 
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connection, Memphis contended that “. . . in a seller’s market, such as exists 
in the natural gas producing fields, where the competition is between buyers 
of gas rather than between producers, this imbalance between supply and 
demand may result in prices that have no resemblance to reasonableness but 
rather represent ‘what the traffic will bear.’ "26 

At the hearing Memphis argued that “The Commission can always take judi- 
cial notice of the fact that we have a seller’s market.” Memphis further con- 
tended that it is generally common knowledge that the buyers and sellers today 
do not stand on equal footing. 

The doctrine of judicial notice was adopted as a short cut to avoid the 
necessity for the formal introduction of evidence in cases where there was no 
real need for such evidence. As has been pointed out “If there were any 
possibility of dispute” the fact cannot be judicially noticed.1*7 If there is any 
doubt whatever either as to the fact itself or as to its being a matter of com- 
mon knowledge, evidence should be required. 

In the hearings before the House Committee on Interstate and Foreign Com- 
merce on H.R. 4560 and elsewhere many varied and contradictory statements 
regarding competitive and other conditions in the natural gas business were 
made. The facts regarding conditions in the natural gas business are much 
in dispute and accordingly it would be inconsistent with the theory and pur- 
pose of the doctrine of judicial notice to accept without evidence Memphis’ 
contention that there is an inequality of bargaining position between producers 
and purchasers, and that because of this alleged inequality, testimony relating 
to the negotiations between the parties as to arms length bargaining deserves 
little or no consideration. The evidence presented by this record is wholly 
insufficient to establish that there exists inequality of bargaining position 
between gas producers and purchasers in general and between Texas Gas and 
the Producer-Applicants in particular. 

The most recent Commission Opinions in regard to certificate applications 
which have a bearing on the problems raised here are In the Matters of 
Anthony J. Tamborello et al., Opinion No. 287, 14 F.P.C. 123, and In the Matters 
of Cities Service Gas Company et al., Opinion No. 288, 14 F.P.C. 134, both issued 
on November 28, 1955, i. e., approximately a month after the issuance of the 
Commission’s decisions Jn the Matter of Union Oil Company of California et al., 
Docket No. G-4331 et al., Matters of Sun Oil Company et al., Docket No. G—8288 
et al., and Matter of Forest Oil Corporation, Docket No. G—5510. In this con- 
nection, it will be observed that in the Cities Service case, Signal Oil and Gas 
Company (Signal) requested authorization to deliver and sell a specified quan- 
tity of residue gas to Cities Service Gas Company (Cities Service) at a rate of 
12¢ per Mecf, and Cities Service requested certificate authorization to construct 
specified facilities to transport the gas purchased from Signal for ultimate 
general system use. 

Certain intervenors, viz, Oklahoma Natural Gas Company (Oklahoma Natu- 
ral) and Lone Star Gas Company (Lone Star) raised “objections relating 
entirely to the price to be charged for the gas.” The evidence adduced 
showed “that no more than 10-cents-per-Mcf is being paid for any gas pur- 
chased in the south-central region of Oklahoma.”* 

The Commission’s majority decision held that it had power to impose a price 
condition in a Section 7 certificate proceeding instituted by a producer. How- 
ever, the price condition imposed by the Commission in the Cities Service case 
was one which was consistent with the area price of natural gas and not a 


16 See Memphis Brief, p. 15. 
17 Cf. Varcol v. Lee, 180 Cal. 338, 345. 
18 See Opinion No. 288, supra, p. 184. 
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lower price. Moreover, the Commission stated in its Cities Service Opinion 
(p. 148) that “in conditioning the order to follow to provide for a rate of 10 
cents per Mcf, we do not find this rate is the just and reasonable rate within 
the meaning of Section 4 of the Act.” Further the Commission held that, “A 
proceeding of this nature cannot and is not intended to take the place of a 
proceeding under Sections 4 or 5 of the Act.” 

It is thus clear that the Commission held, in substance, that in a proceeding 
under Section 7 of the Act an applicant does not have exactly the same burden 
of proof as is imposed by Section 4 of the Act upon a proponent for a rate 
increase. This view is the contrary of that advanced by Memphis in the 
instant case. 

In the Tamborello case the Commission referred to its position relating to 


the resolution of rate issues in certificate applications filed by independent 
producers in the following language: 


However, because the economic and other conditions presented in certifi- 
cate applications filed by independent producers are substantially different 
from those presented in certificate applications filed by interstate pipe line 
companies, the Commission has not deemed it prudent to expend the time 
required to resolve rate issues at this state, nor has it found it practical 
to inquire into the reasonableness of producer rates in all producer certifi- 
eate proceedings. In the order below which we are adopting, paragraph 
(1), is a standard reservation of the Commission’s unquestioned right 
under the Act, upon its own motion or upon proper complaint, to inquire 
later into the reasonableness of the rates proposed to be charged by the 
producers. Thus, the interests of the distribution companies and the con- 
sumers are protected against unlawful rates. At the same time, this pro- 
cedure permits the more efficient and rapid handling of producers’ certifi- 


cate applications without the complicating consideration of the producer 
rates. 


It will also be observed that the Commission in considering the problems 
raised in the Tamborello case adverted to the economic effect of the producer’s 
prices on the pipeiine’s rate structure. In this connection, the Commission 
pointed out that, “The economic effect upon Transcontinental’s service of such 
price is an element of the statutory issues of ability to perform and of the 
effect upon public convenience and necessity. Further, the estimated dollar 
increase in Transcontinental’s cost of service on an incremental basis resulting 
from the purchase of the natural gas contemplated in these consolidated pro- 
ceedings is negligible, slightly in excess of 1% (Exh. 20). In the circumstances 
and considering the time which would be required to resolve any rate issues 
in this proceeding at this state, we do not believe that further review of the 
level of the rates proposed by the producers in this proceeding is warranted.” 

As we have observed heretofore, the addition of the East Lake Palourde 
Field gas at the initial price contemplated will not affect Texas Gas’ rates to 
its customers for the immediate future. 

The views expressed by the Commission and the terms of the ordering pro- 
visions in both the Tamborello and Cities Service cases are wholly inconsistent 
with the contentions made by Memphis to the effect that the burden of proof 
imposed by the Act upon Producer-Applicants in a Section 7 proceeding is no 
different than or is the same as that imposed upon a person seeking a rate 
increase under Section 4 of the Act. Accordingly, the contentions of Memphis 
in this regard are rejected. 

Memphis raises issues relating to the price adjustment clauses in the con- 
tracts between the Producer-Applicants and Texas Gas and in substance objects 
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to their presence. The presence of the escalation clauses and redetermination 
clauses in contracts filed in support of certificate applications does not permit 
the filing company to change rates solely by reason of those clauses, for the 
rates may be changed only under the procedures provided in Section 4 of the 
Natural Gas Act. 

The Commission has in numerous proceedings’ considered the precise prob- 
lem raised by Memphis regarding the price adjustment clauses and has pointed 
out that such clauses can only become operative in the event of future filing 
proposing an increase in rates over and above the initial rate, and the Com- 
mission has also called attention to the fact that in the event of a request for 
future rate increases, affected persons will have adequate opportunity to be 
heard with regard thereto. 


CITY OF MURRAY, KENTUCKY 


Murray intervened for the purpose of obtaining an allocation of natural gas 
which it would distribute and sell through municipally owned and operated 
facilities, which it proposes to construct with funds obtained through a public 
offering of 30 year natural gas revenue bonds in the amount of $1,050,000. 

Murray proposes to construct a 6-inch transmission supply lateral for a dis- 
tance of approximately 18 miles where it will tap the main line of Texas Gas 
at a point northwest of the city near the intersection of Texas Gas’ line and 
State Route 121.20 

The amount of $1,050,000, if raised, appears to be sufficient to defray all 
expenses incident to the construction of the required transmission lateral and 
& proposed natural gas distribution system for Murray, and to provide for 
operation during the first year after delivery of the bonds, assuming that the 
system will provide no revenues during the first 365 days after delivery of the 
bonds. 

Murray’s third year peak-day requirements were estimated at 1703 Mcf and 
third year annual requirements at 148,685 Mcf. Murray has a population of 
over 6000 persons. Based on surveys made in Murray and the opinion of 
Murray’s expert witness, it was estimated that there are 1,710 potential heating 
customers of the residential and smaller commercial categories in the proposed 
service area and it was assumed that 64% would be connected in the third 
operating year. In addition Murray estimated a number of commercial cus- 
tomers would be attached by the third year one of whom would require 9125 
Mcf per year. 

It was estimated that the average rates to be charged for gas sold to resi- 
dential and smaller commercial customers in Murray will be $1.15 per Mef. 
For medium commercial sales the expected rate is 85¢ per Mcf; for large 
commercial sales, 75¢; and for industrial sales 55¢ per Mcf. However, if 
Murray is limited to 1703 Mcf per day it would appear necessary to increase 
the residential and smaller commercial, the medium commercial and the large 
commercial rates by 5¢ per Mcf to assure a debt coverage of 1.5. Such increase 
is not expected to offset the number of customers attached since the rates 
would still be competitive and would not affect the overall sale of gas. 

Murray’s financial witness testified that the debt coverage would be adequate 
to finance successfully the proposed natural gas distribution system; that a 
market exists for revenue bonds of this type and in the amount of $1,050,000; 
that the interest rate of 4%% is adequate and that debt coverages ranging 
from 1.5 to 2.13 are adequate to assure the salability of the bonds. 


19 Cf. In the Matters of Alabama-Tennessece Natural Gas Company et al., Docket Nos. 
G-2534 et al.; In the Matters of Tamborello et al., Docket Nos. G-3045 e¢ ai. 
2 Exhibit No. 19-2. 
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Texas Gas is willing to deliver and sell natural gas to Murray in the amount 
of 1703 Mcf per day at 15.025 psia upon the following conditions: 

(1) Murray does not obtain an allocation from American Louisiana Pipe Line 
Company in Docket No. G-2306. (Murray is an intervenor in Docket No. 
G-2306). 

(2) Murray establishes to the satisfaction of the Commission both the present 
and future economic feasibility of its project, based upon the third year require- 
ments of its (Murray’s) system. 


(3) The maximum daily delivery obligation of Texas Gas to Murray will not 
exceed 1,703 Mcf at 15.025 psia. 

(4) Texas Gas shall not be obligated to render service to the City of Murray 
until completion of the facilities proposed in this proceeding. 
(5) That Murray’s facilities will be completed by July 1, 1957. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs and arguments 
of counsel, as well as upon the preceding portion of this decision, it is further 
found and concluded that: 

(1) Texas Gas, a Delaware corporation with its principal place of business 
in Owensboro, Kentucky, is a “natural gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order of 
March 30, 1948, in Docket No. G—855. 

(2) The proposed facilities of Texas Gas hereinbefore described are to be 
used in the transportation of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and the construction and operation thereof 
are subject to the requirements of sub-sections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) The volumes of natural gas which will become available to Texas Gas 
in the East Lake Palourde Field, Assumption Parish, Louisiana by reason of 
the latter’s contracts with Atlantic, California and Union are sufficient to war- 
rant the issuance of a certificate of public convenience and necessity to Texas 
Gas for the construction and operation of the facilities described in the appli- 
cation, as amended, in Docket No. G-—8828. 

(4) The estimated over-all cost of the facilities proposed by Texas Gas at 
Docket No. G-8828 is $19,969,000. 

(5) Texas Gas plans to finance the construction of the proposed facilities 
through the issuance of $20 million of 3% per cent First Mortgage Bonds. 

(6) Texas Gas’ proposed financing is feasible and adequate and it appears 
that Texas Gas has the ability to finance the proposed facilities. 

(7) Texas Gas is able and willing properly to do the acts and perform the 
services proposed and to conform to the requirements, rules and regulations 
of the Commission thereunder. 

(8) The construction and operation of facilities proposed by Texas Gas in 
its application in Docket No. G-8828, as amended, are required by the public 
convenience and necessity, and a certificate therefor should be issued as herein- 
after ordered and conditioned. 

(9) Atlantic, California, and Union, independent producers of natural gas, 
will be engaged in the sale of natural gas in interstate commerce from the 
East Lake Palourde Field, Assumption Parish, Louisiana, for resale for ulti- 
mate public consumption, subject to the jurisdiction of the Commission, as 
“natural-gas companies,” within the meaning of the Natural Gas Act, upon the 
initiation of sales to Texas Gas, all as more fully described in their respective 
applications herein filed pursuant to Section 7 of the Natural Gas Act. 
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(10) The proposed sales by Atlantic, California and Union will be made in 
interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, and such sales by said applicants, together with 
the construction and operation of any facilities subject to the jurisdiction of 
the Commission necessary therefor, will be subject to the requirements of 
sub-sections (c) and (e) of Section 7 of the Natural Gas Act. 

(11) Atlantic, California, and Union are able and willing properly to do 
the acts and perform the services hereinafter authorized and to conform to 
the provisions of the Natural Gas Act and the requirements, rules and regula- 
tions of the Commission thereunder. 

(12) The proposed sales of natural gas by Atlantic, California, and Union 
together with the construction and operation of any facilities subject to the 
Commission’s jurisdiction necessary therefor are required by the public con- 
venience and necessity, and certificates therefor should issue as hereinafter 
ordered and conditioned. 

(18) Murray is a municipal corporation, organized and existing by virtue 
of the laws of the State of Kentucky. It has over 6000 inhabitants, is located 
in Calloway County in the Southwestern part of Kentucky, and is without 
natural gas service at the present time. 

(14) Murray has shown a need for and Texas Gas has expressed a willing- 
ness to sell and deliver to it natural gas in the amount of 1703 Mcf per day 
at 15.025 psia subject to certain conditions referred to hereinabove. 

(15) Murray proposes to distribute and sell such natural gas through munici- 
pally owned facilities which it proposes to construct and operate. 

(16) Murray has shown its willingness and it appears that it has the ability 
to construct and operate facilities necessary for the distribution and sale of 
such volumes of natural gas which it would purchase from Texas Gas. 

(17) The record supports and the public interest requires that Texas Gas 
be authorized and directed to establish physical connection of its transmission 
system with the proposed facilities to be constructed and operated by Murray 
and to sell and deliver to Murray natural gas as hereinafter ordered and 
conditioned. 

(18) The requirement that Texas Gas serve Murray, as proposed, will not 
place an undue burden upon Texas Gas, nor require it to enlarge its transpor- 
tation facilities, other than proposed herein by Texas Gas, nor impair Texas 
Gas’ ability to render adequate service to its existing customers. 

(19) The issuance of an order herein directing Texas Gas to deliver and 
sell natural gas to Murray does not constitute or imply approval by the Com- 
mission of any estimate, fee, or charge set forth in the testimony or exhibits 
submitted on behalf of Murray. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its Rules of 
Practice and Procedure, that: 

A. A certificate of public convenience and necessity be, and the same hereby 
is issued, authorizing Texas Gas to construct and operate the facilities herein- 
above described, subject to the jurisdiction of the Commission, all as more fully 
described in the application, as amended, at Docket No. G—8828, for the trans- 
portation and sale of natural gas as therein set forth, upon the terms and 
conditions of this order. 

B. Certificates of public convenience and necessity be and the same hereby 
are issued upon the terms and conditions of this order to Atlantic, California, 
and Union authorizing the transportation and sale by each of such applicants 
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to Texas Gas of natural gas in interstate commerce for resale all as more 
fully described in the applications of such producers in Docket Nos. G-—8809, 
G-8810, and G-8811 respectively, together with the facilities used in making 
such sales and performing such transportation which are subject to the juris- 
diction of the Commission. 

C. The certificate granted in paragraph (A) hereof shall be accepted in 
writing and under oath, by a responsible official of Texas Gas and the general 
terms and conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv) 
and 5 of Section 157.20 of the Commission’s Rules and Regulations, including 
the Rules of Practice and Procedure shall attach to the issuance of the certifi- 
cate granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 

D. The certificates issued in paragraph (B) shall be accepted in writing 
and under oath by Applicants within thirty days from the issuance of this 
order. 

E. The time within which the facilities hereby authorized in paragraphs 
(A) and (B) hereof shall be constructed and placed in actual operation, as 
provided by paragraph (2) of Section 157.20 of the Commission’s Rules of 
Practice and Procedure, is hereby fixed at 6 months from the date on which 
this order issues. 

F. The certificates issued herein are not transferable and shall be effective 
so long as the respective Applicants continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, this 
order, and any pertinent rules, regulations, or orders hereinafter issued by the 
Commission. 

G. The grant of the certificates herein shall not be construed as a waiver 
of the requirements of Section 4 of the Natural Gas Act, or of Section 154 of 
the Commission’s Rules and Regulations thereunder requiring the filing of rate 
schedules for the service herein authorized, and is without prejudice to any 
findings or orders which have been or may hereafter be made by the Commis- 
sion in any proceeding now pending or hereafter instituted by or against the 
Applicants. Further, the action taken in this proceeding shall not foreclose nor 
prejudice any future proceeding or objection relating to the operation of any 
price or related provision in the gas purchase contracts herein involved. 

H. Texas Gas is authorized and directed to establish physical connection 
of its transmission system with the facilities proposed to be constructed and 
operated by Murray and deliver and sell natural gas to Murray, provided: 

(1) The contract demand shall not exceed 1,703 Mcf per day at 15.025 psia. ; 

(2) Texas Gas shall not be obligated to serve Murray until completion of 
construction of facilities proposed herein ; 

(3) Murray shall complete construction of its proposed facilities and be 
ready to take gas by July 1, 1957, or eight months after Texas Gas shall have 
completed its construction authorized herein, whichever is later. 

SAMUEL BINDER, 
Presiding Examiner. 


Order affirming initial decision of presiding examiner 
issuing certificates of public convenience and necessity 
December $0, 1955 


These matters are before us pursuant to the Commission’s Rules of Practice 
and Procedure, in consequence of exceptions filed December 27, 1955, by 
Memphis Light, Gas and Water Division and City of Memphis (collectively 








a ee a 2 ff Oo @ 2 oe ee Oo 


THE ATLANTIC REFINING COMPANY ET AL. 491 


referred to as Memphis), intervenors herein, to the Presiding Examiner’s Deci- 
sion issued December 7, 1955. 

On April 27, 1955, The Atlantic Refining Company (Atlantic), The California 
Company (California) and Union Oil Company of California (Union) each 
filed its application in Docket Nos. G—8809, G-8810 and G-—8811, respectively, 
for a certificate of public convenience and necessity pursuant to Section 7 of 
the Natural Gas Act (Act) authorizing the sale and delivery of natural gas 
by each to Texas Gas Transmission Corporation (Texas Gas) at a central point 
in the East Lake Palourde Field, Assumption Parish, Louisiana. On April 29, 
1955, Texas Gas filed an application in Docket No. G—8828 for a certificate 
under Section 7 authorizing it to construct and operate facilities necessary to 
transport such natural gas for delivery at a point near Eunice, Louisiana, into 
its interstate pipeline system, in order to meet demands for additional service 
by existing customers. 

The proposed sales by Atlantic, California, and Union are under contracts 
entered into with Texas Gas on April 22, 1955, April 1, 1955, and April 14, 
1955, respectively. The volumes of gas dedicated under the contracts are 
15,454,000 Mcf by Atlantic, 54,132,000 Mcf by California and 289,992,000 Mcf by 
Union. The primary term in each contract is 20 years, the price of gas in 
each contract is the same, viz., 20¢ per Mcf (exclusive of taxes) for the 
first five years with a 2¢ per Mcf periodic increase the second and third 
five years and a 2¢ per Mcf increase for the balance of the term of each 
contract. Each contract has identical favored nations and price redetermination 
clauses. Also each contract provides that if certificates of public convenience 
and necessity are not issued by January 1, 1956, either party may terminate 
the contract on 30 days’ notice. 

Texas Gas proposes to construct and operate facilities estimated to cost 
$19,969,000, which consist primarily of a supply line 20 inches in diameter 
some 105 miles in length from the point of delivery by applicants to the point 
of connection with Texas Gas’ pipeline; the looping of existing lines in 
Arkansas, Mississippi, Tennessee, Kentucky and Indiana; and additional com- 
pressor facilities totaling 19,190 horsepower, as well as certain appurtenant 
facilities, as more fully described in the company’s application. These facilities 
would be used to meet the increased firm requirements of Texas Gas customers 
amounting to peak day demands of 84,936 Mcf for the 1956-57 winter season 
and 23,662 Mcf for the 1957-58 winter season or a total of 108,598 Mcf in excess 
of presently authorized service (volumes stated at 15.025 psia). 

After hearing, the Presiding Examiner found that the construction and 
operation of the facilities and the sales and service proposed by applicants, 
as more fully described in their applications, are required by the public con- 
venience and necessity, that applicants are willing and able to do the acts 
and to perform the service proposed, and that certificates should issue. 

We concur. We have reviewed the facts of record and we conclude that 
these findings and the subsidiary findings on which they rest—including find- 
ings that markets exist for the proposed service, that the gas supply is ade- 
quate, that the facilities proposed and the plans for their financing are adequate 
and feasible, and that the authorizations sought are economically feasible— 
all are supported by substantial evidence and are otherwise free from errors 
of substance. 

Memphis, the only party excepting to the Presiding Examiner’s Decision, has 
no quarrel with the Examiner’s determinations as to markets, gas supply, 
facilities or financing. Its objections go to producer-applicants’ proposed price 
for gas to Texas Gas, and the substance of its numerous exceptions is (1) that 
the Presiding Examiner misinterpreted our recent opinions, in particular In the 
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Matters of Anthony J. Tamborello, et al., Opinion No. 287, issued November 28, 
1955, in Docket No. G-3045 et al; and In the Matters of Cities Service Gas 
Company, et al., Opinion No. 288, in Docket Nos. G—2569 et al., issued Novem- 
ber 28, 1955, as well as certain other recent orders, and misapplied the prin- 
ciples embodied therein respecting the price requirements applicable to pro- 
ducer-applicants to authorize issuance of a certificate under Section 7 of the 
Act; and (2) that the evidence in these proceedings falls short of meeting the 
standards set forth in those opinions and orders. 

We are unable to conclude that the Presiding Examiner’s interpretation or 
application of our decisions was faulty in any material particular. Nor do 
we perceive any substantial error in the Presiding Examiner’s evaluation of 
the evidence in these proceedings, upon a fundamental consideration of the 
principles contained in those opinions and orders. Needless to say, the appli- 
eation of the governing standards to different facts may lead to different 
results. On balance, we consider that the evidence relevant to the issues herein 
provides substantial support for the conclusion that the public convenience and 
necessity require the proposed sales and service of Atlantic, California, and 
Union, as well as the authorizations sought by Texas Gas. In view of these 
conclusions, and the fact that the contracts between producer-applicants and 
the pipeline company are subject to termination unless certificates issue by 
January 1, 1956, the public interest requires that Memphis’ request for oral 
argument on its exceptions to the Presiding Examiner’s decision should be 
denied, and our order will so provide. 

The Commission further finds: 

Such other contentions, objections and exceptions as are not specifically dis- 
posed of in the foregoing are without basis in law or without support in fact. 
Upon review of the entire record in this proceeding, including the initial 
decision of the Presiding Examiner and exceptions thereto, the decision of the 
Presiding Examiner should be affirmed. 

The Commission orders: 

(A) The initial decision of the Presiding Examiner filed herein on December 
7, 1955, be and the same is hereby affirmed. 

(B) The initial decision of the Presiding Examiner shall become effective as 
the decision of the Commission as of the date of issuance of this order. 

(C) The request of Memphis Light, Gas and Water Division and the City of 
Memphis for oral argument on its exceptions to the Presiding Examiner’s deci- 
sion be and the same is hereby denied. 


Commissioner CoNNOLE not participating. 
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Declaration of Exemption 
The River Gas Co. 
Docket No. G—5294 

January 4, 1955 


The River Gas Company (Applicant) filed an application on November 22, 
1954, for exemption from the provisions of the Natural Gas Act, pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant, duly authorized to do business in the State of Ohio, is en- 
gaged in the transportation, sale and distribution of natural gas in said State. 

(2) Applicant purchases interstate natural gas from The Ohio Fuel Gas 
Company and Hope Natural Gas Company at points within the State of Ohio 
and at points on the Ohio-West Virginia line. 

(3) All natural gas so received by Applicant is ultimately consumed within 
the State of Ohio, and all of its facilities are located within the said State. 

(4) The Public Utilities Commission of Ohio has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over the 
rates, service, and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

The River Gas Company is exempt from the provisions of the Natural Gas 
Act, and the orders, rules and regulations of this Commission issued pursuant 
thereto. 

Commissioner Kuykendall not participating. 


Order approving proposed settlement and accepting revised tariff 
Kansas-Nebraska Natural Gas Co., Inc. 
Docket No. G—2404 
January 4, 1955 


This is a rate proceeding arising from a rate increase filed by Kansas- 
Nebraska Natural Gas Company (Kansas-Nebraska) on March 8, 1954. The 
record herein has been certified to us for consideration of a proposed settle- 
ment as stated on the record by Staff Counsel in open hearing and as agreed 
to by Kansas-Nebraska and by all parties to the proceeding. Upon considera- 
tion of the record we approve the terms of the proposed settlement, permitting 
the agreed upon rate increases and tariff changes to become effective subject 
to the terms and conditions as hereinafter set forth. 

On March 8, 1954, Kansas-Nebraska filed proposed FPC Gas Tariff, Original 
Volume No. 1, which would have provided an annual rate increase of $694,000 
to its five interstate wholesale customers based on sales for the 12-months’ 
period ending November 30, 1953. In addition to the proposed increase in 
rates and charges, Kansas-Nebraska proposed substantial revisions in its 
proposed tariff. By order issued April 8, 1954, the Commission suspended the 
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aforesaid tariff until September 8, 1954, and scheduled hearings thereon for 
September 15, 1954. Subsequently by order issued September 9, 1954, the date 
of hearing was postponed to October 11, 1954, upon condition that Kansas- 
Nebraska would not move to make the suspended rates effective prior to 
January 1, 1955. 

Pursuant to Commission order, hearings were held with regard to the 
proposed rates and charges and tariff revisions on October 11 and 12, 1954, 
during which time Kansas-Nebraska submitted its case in chief. The hearings 
were then recessed until December 6, 1954. Upon the reconvening of the 
hearing, recesses were granted from day to day until December 8, 1954, to 
permit the parties to confer respecting the possibility of settlement of the 
issues involved in the proceedings. The hearing reconvened on the latter date 
at which time all parties, including Staff Counsel, concurred in the proposed 
settlement. 

On the basis of extensive field examination of books, records and operations 
of Kansas-Nebraska, the Commission’s Staff computed a net investment rate 
base of $33,624,259 for the calendar year 1954. Based on a 6 percent rate 
of return, the Staff developed a total cost of service of $11,994,810, all of 
which, in addition to certain tariff revisions, were agreed to by all parties 
to the proceeding. 

It was further agreed that Kansas-Nebraska would as soon as possible file 
its First Revised Volume No. 1 to its FPC Gas Tariff which was presented 
on the record, reflecting the agreed upon tariff revisions, and the following 
rates and charges, which should be allowed to become effective January 1, 
1955 : 





Rate schedule Demand charge Commodity 
charge 


csc Re cain Scns cesar | 5¢ per Mef of the billing demand for each day of | 20.54¢ per Mef. 
the billing period. 
I laiisccidltncasnatieaciaininacatiatoniaes etic None 23.50¢ per Mef. 


Such tariff was filed on December 16, 1954. 

It was further agreed that the terms and provisions of the settlement shall 
not prejudice in any way whatsoever litigation now pending between Kansas- 
Nebraska and the City of Hastings, Nebraska, nor constitute a waiver of the 
contentions of the parties to such litigation. 

The Commission finds: 

(1) The proposed settlement of these rate proceedings on the basis hereto- 
fore described, subject to the terms and conditions hereinafter ordered, is 
appropriate and in the public interest in carrying out the provisions of the 
Natural Gas Act and should be approved and made effective as hereinafter 
provided and ordered. 

(2) The rates and charges and tariff revisions as contained in Kansas 
Nebraska’s FPC Gas Tariff, Original Volume No. 1, are not just, reasonable 
or lawful under the terms and provisions of the Natural Gas Act and should 
be disallowed. 

(3) It is in the public interest that in allowing the rates and charges and 
tariff revisions contained in First Revised Volume No. 1 to Kansas-Nebraska’s 
FPC Gas Tariff to be effective as of January 1, 1955, as hereinafter provided 
and ordered, the following conditions shall attach: 

(i) In the event that the Federal income tax rate applicable to the calendar 
year 1955 is fixed at a rate lower than 52 percent, Kansas-Nebraska shall 
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make an appropriate reduction in its rates to reflect such reduced tax costs 
based on the test year 1954. Such reduced rates shall be filed within 30 days 
from the date such reduced Federal income tax rate is effective and appro- 
priate refunds shall be made from the applicable date of the new Federal 
income tax rate, provided that the reduced rates shall be made to the nearest 
one-tenth of one cent in the commodity component. 

The Commission orders: 

(A) The rates and charges and tariff revisions contained in Kansas- 
Nebraska’s FPC Gas Tariff, Original Volume No. 1, be and the same are 
hereby disallowed and denied. 

(B) FPC Gas Tariff, First Revised Volume No. 1, filed on December 16, 
1954, being the same as presented on the record herein, is hereby allowed to 
become effective January 1, 1955, subject to the terms and conditions set forth 
in Finding (3) above. 

(C) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission in any proceeding now 
pending or hereinafter instituted by or against Kansas-Nebraska. 

(D) The proceedings in this docket hereby are terminated, subject to the 
terms and conditions contained in this order. 

Chairman Kuykendall not participating. 


Findings and order issuing certificate of public convenience and necessity 
and approving abandonment of facilities 


Alabama-Tennessee Natural Gas Co. 
Docket No. G—2534 
January 4, 1955 


Alabama-Tennessee Natural Gas Company (Applicant), a Delaware cor- 
poration having its principal office in Florence, Alabama, filed an application 
on August 6, 1954, pursuant to Section 7 of the Natural Gas Act, for (1) per- 
mission and approval to abandon certain facilities, and (2) a certificate of 
public convenience and necessity authorizing the construction and operation 
of certain other facilities, as follows: 

(i) Abandonment and salvage of approximately 5.5 miles of 85-inch O. D. 
main line from the point of interconnection with its 10-inch main line near 
Muscle Shoals, Alabama, to the point of interconnection with a new 8-inch 
line north of Leighton, Alabama. 

(ii) Construct a purchase meter station and appurtenant facilities near 
Corinth, Mississippi, at a point of interconnection between Applicant’s existing 
pipeline and the Kinder-Portland 30-inch pipeline of Tennessee Gas Trans- 
mission Company. 

(iii) Construct an additional 350 BHP compressor unit at Applicant’s com- 
pressor station near Muscle Shoals, Alabama. 

(iv) Construct approximately 3.7 miles of 85-inch O. D. lateral line between 
Applicant’s existing 12-inch line south of Tuscumbia, Alabama, and its sales 
meter stations serving Sheffield and Florence, Alabama. 

(v) Construct approximately 21.2 miles of 12%-inch O. D. main line parallel- 
ing Applicant’s existing 10-inch main line in Colbert County, Alabama. 

The Applicant proposes to construct the proposed facilities in two steps. 
The cost of the first step, involving items (i) through (iv), above, exclusive 
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of a pipe salvage credit of $16,142, is estimated at $186,150 and is proposed 
to be financed through treasury funds presently on hand and cash to be made 
available from internal sources. The cost of the second step, involving 
item (v), above, proposed to be constructed in 1955, is estimated at ap- 
proximately $622,000. 

The abandonment and construction described in items (i) through (iv), 
above, will enable Applicant to receive a major portion of its gas supply at 
a point more proximate to its markets, and provide sufficient system peak-day 
eapacity to meet its customers’ estimated requirements in the 1954-1955 
winter season. The construction of 21.2 miles of 12-inch loop line, described 
in item (v), above, is stated to be required for future increase in demands 
of existing and new resale and direct customers subsequent to the 1954-1955 
winter season. 

Temporary authorization to construct the purchase gas meter station, the 
additional compressor unit and the 3.7 miles of 8%-inch line, comprising the 
facilities described in items (ii) through (iv), above, was granted Applicant 
on October 5, 1954, with the proviso that deliveries therefrom were to be 
made only to existing authorized customers. 

By order issued December 1, 1954, the Commission directed that hearing be 
held on the matters involved and the issues presented by the application 
herein with respect to items (i) through (iv), above, and that hearing on 
item (v) be deferred until further order of the Commission. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
December 20, 1954, on the matters involved and. issues. presented in the ap- 
plication with respect to items (i) through (iv), above. The cities of Athens, 
Decatur, Florence, Hartselle, Huntsville, Sheffield, and Tuscumbia, Alabama, 
Corinth and Iuka, Mississippi, and Selmer, Tennessee, were permitted to 
become joint interveners in this proceeding and appeared in support of the 
application. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal office in Florence, 
Alabama, is a “natural-gas company” within the meaning of the Natural Gas 
Act as heretofore found by the Commission in its order issued July 2, 1948, 
in Docket No. G-585, 7 F. P. C. 257. 

(2) The facilities described in items (i) through (iv), above, and as more 
fully described in the application, have been used or are proposed to be used 
in the transportation and sale for resale of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, and the operation thereof 
by Applicant is subject to the requirements of subsections (b), (c), and (e) 
of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas 
Act, and the rules, regulations and requirements of the Commission thereunder. 

(4) The proposed construction and operation by Applicant of the facilities 
described in items (ii), (iii), and (iv), above, are required by the public 
convenience and necessity, and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(5) Present and future public convenience and necessity permit the aban- 
donment of the presently authorized facilities described in item (i), above. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (8) (iii), (3) (iv), and 5 of 
Section 157.20 of the Commission’s General Rules and Regulations (18 C. F. R. 


157.20) should attach to the certificate hereinafter issued, and to the exercise 
of the rights granted thereunder. 
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(7) A request made during the public hearing by Staff Counsel for omis- 
sion of the intermediate decision procedure under Section 1.30 (c) of the 
Commission’s Rules of Practice and Procedure, was unopposed by any party 
of record and, not having been denied by the Commission, is granted pursuant 
to Section 1.30 (c) (1) of said Rules. ' 

The Commission orders: 


(A) A certificate of public convenience and necessity be and hereby is issued 
authorizing Alabama-Tennessee Natural Gas Company to construct and operate 
the facilities described in items (ii), (iii), and (iv), above, all as more fully 
described in the application, for the transportation or sale of natural gas as 
therein set forth, upon the terms and conditions of this order. 

(B) Permission and approval for the abandonment and removal of presently 
authorized facilities described in item (i), above, and more fully described in 
the application be and hereby is granted. 

(C) The certificate of public convenience and necessity herein granted shall 
be accepted in writing, and under oath, by a responsible official of Applicant, 
and the general terms and conditions set forth in paragraphs (1), (2), (3) (i), 
(3) (iii), (3) (iv), and (5) of Section 157.20 of the Commission’s General 
Rules and Regulations shall attach to the issuance of such certificate and to 
the exercise of the rights granted thereunder. 

(D) The time within which the facilities herein authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of 
Section. 157.20 of the Commission’s General Rules and Regulations hereby is 
fixed at six months from the date of this order. 

Chairman Kuykendall not participating. 





Findings and order directing physical connection of facilities 
and sale of natural gas 


Anderson Natural Gas Co. 
Docket No. G—4667 
January 4, 1955 


Anderson Natural Gas Company (Applicant), a Pennsylvania corporation 
with its principal place of business at Butler, Pennsylvania, filed an application 
on November 2, 1954, pursuant to Section 7 (a) of the Natural Gas Act, for 
an order of the Commission directing The Manufacturers Light & Heat 
Company (Manufacturers) to establish physical connection of its natural gas 
transportation facilities with the proposed facilities of Applicant for the 
purpose of supplying, transmitting, and delivering natural gas to Applicant. 

Applicant is engaged in the local distribution of natural gas in the Butler, 
Pennsylvania, area. Applicant now operates three separate and independent 
local distribution systems in and around Butler: the so-called Shearer Road 
area, the Franklin area, and an area west of Butler. Applicant requests serv- 
ice from Manufacturers only for the area west of Butler, which now has 
approximately 532 domestic customers. 

Applicant has no production of its own and therefore purchases its entire 
supply of natural gas from T. W. Phillips Gas & Oil Company (Phillips) 
and from small local independent producers. By letter dated April 2, 1954, 
Phillips notified Applicant that on July 1, 1954, it would cease furnishing 
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natural gas to Applicant. The output of Applicant’s local independent pro- 
ducers is wholly inadequate to supply the present and future demands in the 
West Butler area. 


Applicant’s requirements as presented in its application are as follows: 











Applicant estimates that on an annual basis it will be able to purchase 
up to 30,000 Mcf from small independent local producers, with the balance 
to be purchased from Manufacturers, Applicant is requesting therefore from 
Manufacturers approximately 30,000 Mcf in 1955, 47,750 Mcf in 1956, and 
76,500 Mcf in 1957. Applicant estimates that Manufacturers will provide 
82 percent of its 1955 peak day requirements and 90 percent of its 1957 peak 
day requirements, with the balance to be supplied from local production. 

Manufacturers, on November 26, 1954, filed its answer in support of the 
instant application with statements to the effect that (1) the volumes re- 
quested by Applicant would not adversely affect either Manufacturers’ or its 
existing customers’ gas supply, (2) existing facilities are adequate to deliver 
the volumes requested, and (3) that Manufacturers has no objection to being 
directed by the Commission to establish service to Applicant if the Com- 
mission finds such action necessary or desirable in the public interest. 

Applicant proposes to construct approximately five miles of three-inch pipe- 
line from a point on Manufacturers’ existing twelve-inch line at Hickory 
Corners, Franklin Township, Butler County, Pennsylvania, to a point on its 
distribution line at Mt. Chestnut, Franklin Township, Butler County, Penn- 
sylvania. 

The estimated cost of Applicant’s proposed connecting facilities is $58,370, 
to be financed by Applicant by the issuance of a demand note to its principal 
stockholder. 

The Commission finds: 

(1) The ‘Manufactuters Light & Heat Company, having its principal place 
of business in Pittsburgh, Pennsylvania, is engaged in the transportation and 
sale of natural gas in interstate commerce for resale for ultimate public 
consumption, subject to. the jurisdiction of the Commission, and is, therefore, 
a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of December 29, 1944, at 
Docket No. G—593, et al., 4 FPC 821. 

(2) Applicant is a public utility duly organized and existing under the 
laws of the Commonwealth of Pennsylvania and is engaged in the business of 
purchasing, distributing and selling natural gas in the Butler, Pennsylvania, 
area. 

(3) It is necessary and desirable in the public interest to direct Manufac- 
turers to establish physical connection of its transmission facilities with the 
facilities proposed to be constructed and operated by Applicant, and to sell 
and deliver to Applicant the natural gas requirements of Applicant, subject 
to Manufacturers’ appropriate rate schedules on file with the Commission. 


1In 1953, Phillips supplied approximately 38 percent, and in the first 9 months of 1954, 
approximately 35 percent of Applicant’s supply. 
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(4) The requirement that Manufacturers serve Applicant, as proposed, 
will not place an undue burden upon Manufacturers nor require Manufac- 
turers to enlarge its transportation facilities for such purpose, nor impair 
its ability to render adequate service to its customers. 

(5) It is necessary and desirable in the public interest and good cause 
exists that an order be issued herein without prejudice to any person having 
an interest in the subject matter who files a protest or petition to intervene 
in this proceeding on or before the 3rd day of January, 1955. 

The Commission orders: 

(A) Manufacturers Light & Heat Company be and it is hereby directed 
to establish physical connection of its twelve-inch transmission pipeline at or 
near Hickory Corners, Franklin Township, Butler County, Pennsylvania, with 
the proposed pipeline facilities of Applicant, together with such metering, 
regulating and appurtenant facilities as may be necessary to render the 
service requested herein, and to deliver such volumes of natural gas as may 
be required by Applicant, pursuant to Manufacturers’ appropriate rate schedules 
on file with the Commission. 

(B) Manufacturers shall report to the Commission in writing, under oath, 
the date of commencement of service to Applicant. 

(C) The order issued herewith is without prejudice to any person having 
an interest in the subject matter who files a protest or petition to intervene 
in this proceeding on or before the 3rd day of January, 1955. 

Chairman Kuykendall not participating. 


Order approving and directing accounting adjustments and 
authorizing acquisition and merger of facilities 


Connecticut River Power Co. and New England Power Co. 
Docket No. E-6591 


January 4, 1955 





























New England Power Company (New England), incorporated in Massa- 
chusetts and doing business in Massachusetts, New Hampshire and Vermont, 
with its principal business office in Boston, Massachusetts, and Connecticut 
River Power Company (Connecticut), incorporated in New Hampshire and 
doing business in New Hampshire and Vermont, with its principal place of 
business in Littleton, New Hampshire, both subsidiaries of the New England 
Electric System, seek an order pursuant to Section 203 of the Federal Power 
Act authorizing the purchase and acquisition by New England of all of the 
physical properties and certain other related assets of Connecticut. In a 
separate order, authorization is granted for the transfer of licenses for 
Projects No. 1904 and 2077 to New England. 

New England proposes to acquire Connecticut’s physical properties and 
certain related other assets at net book values thereof, after giving effect 
to certain proposed original cost accounting adjustments. The assets to be 
transferred had a total adjusted book value of $39,097,960 as of October 31, 
1954, composed of: electric plant (less reserves) $38,298,243, other physical 
property $123,834, and other assets $675,883. New England’s total considera- 
tion of $39,097,960, which is the same as the total adjusted book value of the 
assets to be acquired, will be composed of: assumption of $217,205 current and 
accrued liabilities of Connecticut, assumption of $3,200,000 indebtedness of 
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Connecticut to the New England Electric System, and payment of $35,680,755 
in cash. 

Connecticut proposes to adjust its plant accounts as of January 1, 1938, 
after giving effect to property retirements and other entries recorded between 
January 1, 1938, and October 31, 1954, by an amount of $3,615,077. It pro- 
posed that the amount of $3,615,077 be eliminated from the company’s plant 
accounts by transfer of $4,691 to Account 110, Other Physical Property, and 
$3,610,386 to Account 107, Electric Plant Adjustments. 

Connecticut also proposes to eliminate from the electric plant accounts and 
transfer to Account 107,-Blectric Plant Adjustments, an amount of $3,050,633, 
representing the excess of the market value at time of issue of stock of 
New England Power Association (predecessor holding company) exchanged 
for the stock of Connecticut Valley Lumber Company, over the value of such 
New England Power Association stock computed at the price of $52.50 per share 
stated in the purchase agreement of August 2, 1926. There will also be 
created on the books of New England a “Reserve for Electric Plant Adjust- 
ments” account in the amount of $3,200,000, against which shall be charged 
additional plant adjustments, if any, with respect to the Connecticut Valley 
Lumber transaction as shall be finally determined. If such reserve account 
should prove to be inadequate to absorb such further adjustments, New 
England will dispose of the amount of such adjustment in excess of the 
reserve in a manner satisfactory to the Commission. Any balance in such 
reserve account not required for the adjustments relating to the Connecticut 
Valley Lumber Company transaction will be transferred on the books of 
New England to its Capital Surplus account or to a liability account with 
New England Electric System. 

This “Reserve for Electric Plant Adjustments” account will be created 
under the arrangements for the transfer of properties of Connecticut to New 
England, wherein provision will be made that New England will assume the 
indebtedness of Connecticut to New England Electric System to the extent 
of $3,200,000 and New England Electric System will forgive New England 
to the extent of the $3,200,000 indebtedness assumed by New England Power 
for Connecticut. 

The total of $6,661,019 ($3,610,386 plus $3,050,633) classified in Account 107 
is to be disposed of by charges of $700,000 to Account 250, Reserve for De- 
preciation of Electric Plant, and $5,961,019 to Account 271, Earned Surplus. 
The amount of $700,000 proposed to be charged to Account 250 represents 
the extent to which depreciation has been a@eerted upon the plant. adjustments. 

The application indicates that the proposed transaction will be consistent 
with the public interest because it will result in corporate simplification by 
the elimination of one company and will bring into single legal ownership 
properties which already constitute a unified operating system. All the 
wholesale properties of the New England Electric System will be contained 
in one subsidiary and elimination of overlapping company transactions will 
produce savings and improvements in efficiency in many areas, such as ac- 
counting, financing, records, and reports. There will be no change in the 
physical operation of the properties as a result of the proposed acquisition. 

Written notice of the application was given to the Massachusetts Depart- 
ment of Public Utilities, the New Hampshire Public Utilities Commission, the 
Vermont Public Service Commission, and to the Governors of the respective 
States, and to the Securities and Exchange Commission. Notice was also 
published in the Federal Register on December 8, 1954 (19 F. R. 8073) stating 
that any person desiring to be heard or to make any protest with reference 
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to the application should file a petition or protest on or before December 22, 
1954. No protest or. petition to be heard’ has been received. 

The Commission finds: 

(1) New England and Connecticut are public utilities within the meaning 
of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued In the 
Matter of Bellows Falls et al., Docket No. E-6145, 7 F. P. C..777. 

(2) By the proposed transaction applicants will merge or consolidate their 
facilities subject to ‘the jurisdiction of the Commission within the meaning 
of and subject to the requirements of Section 203 of the Federal Power Act. 

(3) The proposed merger is exempt from the requirements of the Public 
Utility Holding Company Act of 1935 under Section 9 (b) (1) thereof and is, 
therefore, not exempt from the requirements of Section 203 of the Federal 
Power Act by virtue of Section 318 thereof. 

(4) The proposed merger or consolidation of facilities will be consistent 
with the public interest as expressed in the Act. 

(5) The disposition of proposed accounting adjustments as described above, 
and as hereinafter ordered, is reasonable and appropriate for the purpose 
of the Federal Power Act. 


(6) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed merger or consolidation by applicants described above, 
be and the same hereby is authorized and approved upon the terms and 
conditions as set forth in the application subject to the provisions of this 
order. 

(B) New England shall record the electric facilities and properties of 
Connecticut described above, as provided in the Commission’s Uniform System 
of Accounts Prescribed for Public Utilities and Licensees. 

(C) The disposition by Connecticut River Power Company of the amount 
of $6,661,019.40 classified in Account 107 by charges of $700,000 to Account 250, 
Reserve for Depreciation of Electric Plant, and $5,961,019.40 to Account 271, 
Earned Surplus, is hereby approved and directed. 

(D) New England Power Company shall establish and maintain, pending 
further order of the Commission, a “Reserve for Electric Plant Adjustments” 
account in the amount of $3,200,000. 

(E) Connecticut River Power Company shall submit within 60 days after 
the date of the Commission’s order two certified copies of the accounting 
entries giving effect to the disposition of the adjustments ordered. 

(F) New England Power Company shall submit within 60 days after the 
date of the transfer to it of the properties of Connecticut River Power 
Company two certified copies of accounting entries showing the establishment 
of the reserve account ordered. 

(G) The determination of further adjustments, if any, to be made to the 
plant accounts of New England Power Company with respect to the cost of 
properties acquired from Connecticut Valley Lumber Company be reserved 
for future consideration. 

(H) The determination of the original cost and accrued depreciation for 
Projects No. 1904 and 2077 is reserved for future consideration. 

(1) This authorization shall expire unless the transaction hereby author- 
ized is consummated within 90 days from the issuance of this order. 

(J) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any matter what- 
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soever which may come before this Commission or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted. 


Order approving transfer of licenses (major) 
Connecticut River Power Co. and New England Power Co. 
Project Nos. 1904 and 2077 
January 4, 1955 


A joint application was filed November 15, 1954, by Connecticut River 
Power Company and New England Power Company, joint licensees of Project 
No. 1904 (Vernon), for approval of transfer of the Connecticut Company’s 
interest in the license to the New England Power Company. The application 
also seeks approval of the transfer of license for Project No. 2077, now held 
by Connecticut River Power Company, to New England Power Company. 

The license for Project No. 1904 was issued on March 26, 1945, 4 F. P. C. 
670, for a period running from January 1, 1938, to June 30, 1970, to the ap- 
plicants herein and in accordance with a plan of operation commensurate 
with the respective rights of each of the licensees. The project works extend 
into the States of Massachusetts and Vermont and consist of a dam, small 
forebay reservoir, and a powerhouse having installed capacity of 41,560 horse- 
power located on the Connecticut River; two 66,000-volt transmission lines 
terminating at Bellows Falls, Vermont, and at Pratts Junction, Massachusetts, 
respectively, a 19,000-volt transmission line 6.41 miles long terminating at 
Brattleboro, Vermont; and appurtenant switching gear and structures and 
miscellaneous equipment. The New England Power Company owns the 
66,000-volt line extending to Pratt’s junction. The other project works are 
owned by the Connecticut Company. 

The license for Project No. 2077 (Fifteen Mile Falls) was issued to 
Connecticut River Power Company on January 25, 1952, for the period of fifty 
years from August 1, 1951. The said project consists of the McIndoes and 
Comerford developments, which are constructed, and the Littleton develop- 
ment which is under construction; all of which are on the Connecticut River. 

The Commission finds: 

(1) The New England Power Company is a corporation organized under 
the laws of The Commonwealth of Massachusetts and has hereto qualified as 
a licensee under the Federal Power Act. It has submitted satisfactory evidence 
of compliance with the requirements of all applicable State laws of New 
Hampshire and Vermont as well as Massachusetts insofar as is necessary for 
the operation of the projects above described. 

(2) Approval of transfer of the interest of the Connecticut Company in 
the license for Project No. 1904 and transfer of license for Project No. 2077 
to the New England Power Company as hereinafter provided will not be 
inconsistent with the public interest. 

The Commission orders: 

(A) The transfer of the licenses for Project No. 1904 and Project No. 2077 
from Connecticut River Power Company to New England Power Company 
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is approved, effective as of the date of transfer of title to the project prop- 
erties under the two licenses, subject to Section 9.3 of the Commission’s 
Regulations under the Federal Power Act, provided that the transferree shall 
be subject to all the conditions and obligations of the license and to all the 
provisions of the Act to the same extent as though it were the original 
licensee. 

(B) This order shall be effective upon issuance. 


Order authorizing issuance of short-term promissory note 


Southern Utah Power Co. 
Docket No. E-6587 
January 4, 1955 


Southern Utah Power Company (Applicant) requests authorization to issue 
a promissory note or notes in the aggregate face amount of $250,000, with 
interest at a rate not exceeding 33,% per annum, with a maturity date not 
later than January 1, 1956. 

Applicant states that it seeks authority to issue the above notes to repay 
$200,000 face amount of notes maturing January 1, 1955, and to reimburse 
the treasury for expenditures against which securities have not been issued. 

The Commission jinds: 

(1) The proposed issuance of short-term promissory notes in the face 
amount of $250,000 to repay a presently outstanding note which matures on 
January 1, 1955, and for general purposes is an issuance of securities within 
the meaning of Section 204 of the Federal Power Act. 

(2) The proposed issuance of the short-term note or notes as hereinafter 
authorized will be for a lawful object, within the corporate purposes of the 
Applicant and compatible with the public interest, which is appropriate for 
and consistent with the proper performance by Applicant of service as a 
public utility, and which will not impair its ability to perform that service, 
and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The proposed issuance of a short-term note or notes in the aggregate 
face amount of $250,000, bearing interest at a rate not exceeding 334% per 
annum with a maturity date not later than January 1, 1956, upon the terms 
and conditions and for the purpose specified in the application referred to 
above, hereby is authorized subject to the provisions of this order. 

(B) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any matter what- 
soever which may come before this Commission or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by 
this Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted. 

(C) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to 
which this order relates. 

Chairman Kuykendall not. participating. 
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Order extending confirmation and approval of rate schedules 
United States Department of the Interior, Southwestern Power Administration 
Docket Nos. IT-5971, IT-6056, E-6337 aud E-6340 
January 5, 1955 


The Commission by order issued September 30, 1954, extended to Decem- 
ber 31, 1954, the confirmation and approval of the temporary rate schedules 
of Southwestern Power Administration (SWPA) embraced in the orders 
entered in the above-designated proceedings pending the filing of proposed 
permanent rates. 

On December 29, 1954, the Secretary of the Interior by letter advised the 
Commission that new rate schedules to be used by SWPA were being filed 
with the Commission for its confirmation and approval in the above dockets. 
The Secretary also stated that it was realized some period of time will be 
required by the Commission in reviewing the proposed rates and supporting 
data before the Commission could act thereon and therefore requested the 
granting of a further extension of the Commission confirmation and approval 
of the temporary rate schedules of SWPA heretofore approved in the pro- 
ceedings referred to above. 

The Commission orders: 

The confirmation and approval of the rate schedules of SWPA heretofore 
approved and extended by the orders entered in the above-designated pro- 
ceedings which expires December 31, 1954, be and the same hereby are 
further extended until the Commission has confirmed and approved the new 
rate schedules of SWPA now being filed. 


Order approving amended plans and erhibits 
Utah Power & Light Co. 
Project No. 597 
January 5, 1955 


Application was filed on September 14, 1954, by Utah Power & Light 
Company, licensee for major Project No. 597, for approval of amended 
project plans providing for the removal from the project powerhouse of two 
400-kv generators and one 600-horsepower Pelton impulse wheel and three type 
H-500-kva transformers, and their replacement by one 500-kw generator from 
the licensee’s abandoned Jordan Narrows Plant, which was attached to the 
remaining 600-horsepower Pelton impulse wheel. 

The application states that: the two 400-kv generators were removed in 
1935 because they had been damaged and being of an obsolete type they were 
not repaired; the 600-horsepower Pelton turbine was removed as no longer 
useful; and that three type H-500-kva transformers were removed in 1938 
as being also no longer useful. 

The removals and replacement which caused a reduction in the installed 
eapacity from 2,700 horsepower to 2,100 horsepower do not affect the water 
supply upon which the power capacity of 710 horsepower is based, and, 
therefore, no adjustment in the annual charge provision (Article 17) of the 
license is necessary. 
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The Commission finds: 

Approval of the aforementioned plans is both appropriate and desirable by 
approval of the following-described amended exhibits which conform to the 
Commission’s rules and regulations, and by exclusion of the exhibits described 
as being superseded: 

Amended Exhibit L (FPC No. 597-4), Stairs Powerhouse, September 1, 1954, 
superseding Exhibit L (FPC No. 597-2) received in the Commission April 3, 
1925. 

Amended Exhibit M, “General Description and General Specifications of the 
Mechanical, Electrical and Transmission Equipment Stairs Plant” signed 
September 1, 1954, and superseding Exhibit M received in the Commission 
April 3, 1925, and Exhibit R Inventory of Stairs Hydraulic Plant as of 
January 1, 1924, received in the Commission June 15, 1925. 

The Commission orders: 

(A) The amended exhibits described in the above finding are approved 
as part of the license for Project No. 597 and the exhibits described therein 
as being superseded are eliminated from the license. 

(B) This order shall become final thirty (30) days from the date of its 
issuance unless application for rehearing shall be filed as provided by 
Section 313 (a) of the Federal Power Act, and failure to file such an ap- 
plication shall constitute acceptance of this order. 

Chairman Kuykendall not participating. 


Supplemental order authorizing issuance of first mortgage bonds 
Duke Power Co. 
Docket No. E-6589 
January 11, 1955 


By order issued December 23, 1954, in the above-entitled matter, the Com- 
mission authorized Duke Power Company (Applicant) to issue and sell through 
competitive bidding $40,000,000, principal amount, of its First and Refunding 
Mortgage Bonds, series due 1975, subject to the provisions, among others, as 
set forth in paragraph (B) of that order reading as follows: 

(B) The proposed issuance and sale of Bonds at competitive bidding 
shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the re- 
quirements of Section 34.2 (k) (3) of the Commission’s Rules relating 
to compliance with competitive bidding requirements and Section 34.2 (k) 
(4) of the Rules, relating to affiliation, and shall have either filed such 
amendments or shall have mailed them and advised the Commission by 
telephone and telegraph as contemplated by Section 34.9 of the Rules. 

(ii) The Commission shall have approved the coupon rate, and price 
to be received by Applicant for such bonds by further order. 

Applicant on January 10, 1955, filed an amendment to its application in 
the above-entitled matter, setting forth, among other things, that it proposes 
to accept, as providing the lowest annual cost of money to it, the bid of 
The First Boston Corporation to purchase the proposed issuance of $40,000,000 
principal amount of its First and Refunding Mortgage Bonds, series due 
1975, for the price of 100.17 with an interest rate of 3% per annum. 

The Commission finds: 
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(1) The Applicant has satisfactorily complied with the aforementioned re- 
quirements of Paragraph (B) of the Commission’s order issued December 23, 
1954, in the above-entitled matter, and under the bid it proposes to accept 
for the proposed issuance of first mortgage bonds, the price to be received 
by the Applicant for the first mortgage bonds and the interest rate thereof 
are reasonable. 

(2) The proposed issuance and sale of first mortgage bonds as hereinafter 
authorized and approved will be for a lawful object within the corporate 
purposes of the Applieant and compatible with the public interest, which is 
appropriate for and consistent with the proper performance by the Ap- 
plicant of service as a public utility, and which will not impair its ability 
to perform that service, and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The price to be received by the Applicant for the first mortgage bonds 
and the interest rate thereof, all as described above, are approved as rea- 
sonable. 

(B) The proposed issuance and sale of first mortgage bonds referred to 
above, upon the terms and conditions and for the purposes specified in the 
application, as supplemented by the amendment referred to above, be and 
the same hereby are authorized, subject only to the provisions of Para- 
graphs (C), (D) and (E) of the Commission’s order issued December 1, 
1954, in this matter. 


Findings and order issuing certificates of public convenience and necessity* 
Iroquois Gas Corp., et al. 
Docket No. G—2486, et al. 
January 12, 1955 


Iroquois Gas Corporation (Iroquois), a New York corporation having its 
principal place of business in Buffalo, New York, filed on July 13, 1954, an 
application for a certificate of public convenience and necessity, pursuant to 
Section 7 (c) of the Natural Gas Act, authorizing Iroquois to sell natural 
gas as hereinafter described, subject to the jurisdiction of the Commission, 
all as more fully represented in the application. 
* ° * & * * * 

Iroquois proposes to sell a maximum of 14,918 Mcf of natural gas per day 
to its affiliate, United Natural Gas Company, and 9,946 Mcf per day to an- 
other affiliate, Pennsylvania Gas Company. Iroquois will purchase the gas for 
such sales from the Sheridan Field in Colorado County, Texas. It has con- 
tracted for the purchase of approximately 50,000 Mcf per day from producers 
in that field Included among the producers in the Sheridan Field with 
whom Iroquois has contracted to purchase gas are Jackie Grubb Ankenman 
and husband, Wayne D. Ankenman, Naomi S. Grubb, and Shell Oil Company, 
whose daily deliveries for the account of Iroquois will total in excess of 
36,000 Mcf. This amount is more than enough to enable Iroquois to make 















* Omitted portions of this order relate to the issuance of independent producer cer- 
tificates. 


1In Docket No. G-1969 the Commission authorized Tennessee Gas Transmission Company 
to transport this gas for Iroquois from Texas to points in Pennsylvania and New York. 
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the sales to United Natural Gas Company and Pennsylvania Gas Company 
for which Iroquois seeks authorization in Docket No. G—2486. 
* * * a * 7 * 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on December 21 and 28, 1954, respecting the matters involved in and the 
issues presented by the application. No petition to intervene or protest to the 
granting of the applications has been received. 

Temporary authorizations were issued in Docket Nos. G—2486, G—3847, 
G-3848 and G-—4325 on December 9, 1945. 

The Commission finds: 

(1) Iroquois, a New York corporation, having its principal place of business 
at Buffalo, New York, owns and operates, among other facilities, a natural-gas 
transmission pipeline system, and by such operation is engaged in the trans- 
portation and sale of natural gas in interstate commerce subject to the 
jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act as heretofore found by the 
Commission by its order issued May 19, 1950 in Docket No. G—1334, 9 F. P. C. 
764, 

(2) The sale of natural gas by Iroquois to Pennsylvania Gas Company and 
United Natural Gas Company, hereinbefore described, as more fully described 
in the application in Docket No. G—2486, is made in interstate commerce, 
subject to the jurisdiction of the Commission, and such sale by Iroquois is 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Iroquois is able,and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas 
Act, and the requirements, rules and regulations of the Commission there- 
under. 

(4) The sale of natural gas by Iroquois is required by the public con- 
venience and necessity, and a certificate therefor should be issued as herein- 
after ordered and conditioned. 
+ x 
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* * *” * +. 

(11) Applicants in Docket Nos. G-—3847, G-3848 and G—4325, having re- 
quested the omission of the intermediate decision procedure, and all the 
requirements of the provisions of Section 1.32 (b) (18 CFR 1.32 (b)) of the 
Commission’s Rules of Practice and Procedure having been satisfied, sufficient 
cause exists for the Commission forthwith to render its final decision in the 
instant proceedings. 

The Commission orders: 

(A) A certificate of public convenience and necessity hereby is issued 
upon the terms and conditions of this order authorizing the sale by Iroquois 
of natural gas in interstate commerce for resale, subject to the jurisdiction 
of the Commission as hereinbefore described and as more fully described in 
the application and exhibits in Docket No. G—2486. 


+ * * x * * * 
















(E) Each certificate granted in paragraphs (A), (B), (C), and (D) 
herein shall be accepted in writing and under oath by the applicant therefor 
within 30 days from the issuance of this order. 

(F) The certificates granted herein are not transferable and each shall 
be effective only so long as the applicant continues the act or operations 
hereby authorized in accordance with the provisions of the Natural Gas Act, 
and the applicable rules, regulations and orders of the Commission. 
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(G) The granting of the certificates herein shall not be construed as a 
waiver of the requirements of Section 4 of the Natural Gas Act, or of 
Section 154 of the Commission’s Rules and Regulations thereunder requiring 
the filing of rate schedules for the service herein authorized, and is without 
prejudice to any findings or orders which have been or may hereafter be 
made by the Commission in any proceeding now pending or hereafter in- 
stituted by or against any or all of the applicants. 

. - +. 7 ~ * . 


Commissioner Smith not participating. 


Order granting in part application for rehearing and modification 
or order affirming initial decision of presiding examiner 


Hope Natural Gas Co. 
Docket No. G—2303 


January 17, 1955 


On December 16, 1954, Hope Natural Gas Company (Hope), pursuant to 
Section 1.34 of the Commission’s Rules of Practice and Procedure (18 CFR 
1.34) and Section 19 (a) of the Natural Gas Act, filed an application for 
rehearing and modification of the Commission’s order issued herein on No- 
vember 19, 1954, affirming the initial decision of the Presiding Examiner issued 
herein on October 1, 1954. 

By its application, Hope requests that, upon reconsideration or rehearing, 


the Commission amend its order of November 19, 1954 to strike therefrom 
paragraph (D) and the other portions of the order related to that paragraph. 
Such paragraph provides: 

On or before March 1, 1955, Hope shall file with the Commission, to 
be effective on April 1, 1955, revised rate schedules reducing Hope’s 
rates and charges which shall reflect the decrease in Federal income 
taxes (a proper reduction of the aforesaid effective tax rate of 45.49 per- 
cent) computed by the application of the principles in the decision herein 
and the statutory Federal income tax rates lower than 52 percent, which 
become effective April 1, 1955, in accordance with the Internal Revenue 
Code of 1954. 

Hope states that no good reason or cause now exists for inclusion of para- 
graph (D) in the order, since the rates to be effective as of April 1, 1955, 
will be determined in the pending rate suspension proceeding Jn the Matter 
of Hope Natural Gas Company, Docket No. G-5474. It urges that it would 
be unjust, unreasonable and confiscatory to cause Hope to make a rate re- 
duction on April 1, 1955, particularly if Congress should act after that date 
to continue the 52 percent income tax rate. Hope states that Congress may 
not take action as to tax rates until fairly late in 1955, but that its action, 
when taken, will relate back to April 1, 1955, pointing to the fact that the 
Internal Revenue Code of 1954, which was approved on August 16, 1954, 
related back to April 1, 1954, and caused a 52 percent tax rate to replace the 
47 percent rate from and after that date. 


1 Official notice is taken of the fact that the President of the United States is recom- 
mending to Congress that the scheduled reduction in corporate taxes be further postponed. 
{101 Cong. Rec. 97 (Jan. 6, 1955)]. 
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In the circumstances,.it appears that the possibility of the retroactive effect 
of tax legislation requires modification, not deletion, of paragraph (D) of 
the Commission’s order of November 19, 1954, in order that both the public 
and Hope be adequately protected. Such modification would also appear 
appropriate in view of the possible relationship between the rate level pre- 
scribed herein and the rate level which may be established in the pending 
Docket No. G-—5474 rate proceeding, should the latter not be decided until 
after April 1, 1955. The latter proceeding concerns the rates and charges to 
be effective on and after December 15, 1954. 

Upon consideration of the foregoing, Hope’s application filed herein on 
December 16, 1954, and the record herein, the Commission jinds: 

It is appropriate and in the public interest in carrying out the provisions 
of the Natural Gas Act to grant in part the aforesaid application filed by 
Hope on December 16, 1954, by amending paragraph (D) of the Commission’s 
order issued herein on November 19, 1954, as hereinafter provided and 
ordered. 

The Commission orders: 

(A) Paragraph (D) of the Commission’s order issued herein on Novem- 
ber 19, 1954 be and the same is hereby amended to read as follows: 

(D) In the event that the actual corporate Federal income tax for the 
year 1955 is fixed at less than the rate of 52% (corresponding to an effective 
tax rate of 45.49% for Hope), Hope shall file, in substitution for the rates 
herein prescribed, revised rate schedules which will reflect such decrease 
computed by the application of the principles in the decision herein, to be 
equitably apportioned among its Rate Schedule H-1B and Rate Schedule 
H-2A. Such revised rate schedules shall be effective as of the date of any 
such reduction in income tax rates for the purpose of accounting for the 
increase in rates and charges proposed by Hope in Docket No. G—5474. 

(B) The aforesaid application filed by Hope on December 16, 1954, to the 
extent not granted by paragraph (A) hereof, be and the same is hereby denied. 


Order confirming and approving rates and charges for a limited period 


The United States Department of the Interior, 
Southeastern Power Administration, Allatoona Project 


Docket No. E-6157 
January 18. 1955* 


On January 26, 1949, pursuant to the Flood Control Act of 1944 (58 Stat. 
887), the Commission issued an order in this docket confirming and approv- 
ing, for a period of three years from the date of initial delivery of energy, 
the rates and charges embodied in an agreement dated August 3, 1948, be- 
tween the United States of America, represented by the Secretary of the 
Interior (Interior), and the Georgia Power Company, for the sale of the 
entire electric output of the Allatoona Project to the Georgia Power Company, 
subject to the right reserved by Interior to use up to 2,500,000 kwh per week 
for firm power service to the facilities owned by the Federal Government, 
public bodies, and cooperatives. 


* Confirmation and approval of rate schedule A—-A-1 of Southeastern Power Administra- 
tion further extended to May 3, 1956, by order issued February 13, 1956, and again 
extended to August 2, 1956, by order issued May 4, 1956, and extended to November 2, 
1956, by order issued August 9, 1956. 


bat Ort Oe Be © a4 





512 FEDERAL POWER COMMISSION 


By letters dated September 13, 1954, and November 30, 1954, Interior, on 
behalf of the Southeastern Power Administration, requested that the rates 
and charges referred to above and now designated as Rate Schedule A-A-1 
of Southeastern Power Administration, be confirmed and approved for an 
additional period expiring February 3, 1956. 

Interior reports that through the fiscal year 1954 the revenues from the 
operation of the Allatoona Project and the sale of power generated therein 
were considerably less than those anticipated. Further, it estimates for the 
future a reduction to a very narrow margin the difference between the esti- 
mated annual revenues and costs. Such results indicate the necessity for a 
reexamination of the rates to be applicable in the future, which reexamination 
Interior states will be completed during the next year. 

The Commission finds: 

It is appropriate for the purposes of the Flood Control Act of 1944 that the 
rates and charges contained in the agreement dated August 3, 1948, with the 
Georgia Power Company for the sale of electric energy generated at the Alla- 
toona Project and now designated as Rate Schedule A—A-1 of the Southeastern 
Power Administration, a copy of which is attached hereto, be confirmed and 
approved for a period beginning with the date of the issuance of this order 
and terminating February 3, 1956. 

The Commission orders: 

The rates and charges in the agreement dated August 3, 1948, now desig- 
nated Rate Schedule A-A-1 of the Southeastern Power Administration re- 
ferred to above, be and they are hereby confirmed and approved for a period 
beginning with the date of the issuance of this order and terminating Feb- 
ruary 3, 1956.* 

APPENDIX A 


United States Department of the Interior, Southeastern Power Administration 


WHOLESALE POWER RATE SCHEDULE A-A-1 


1. Availability. To Georgia Power Company. 

2. Applicability. This schedule applies to the sale of all power and energy 
generated at the Allatoona Project, except that required by the Government 
for project operation and use pursuant to Section 7 of this schedule. 

3. Character of Service. The electric energy sold under this schedule will 
be three-phase alternating current at a nominal frequency of sixty cycles per 
second, delivered at the high tension side of the step-up substation at the 
project site as scheduled by Georgia Power Company. 

4, Rate. The monthly rate for power and energy sold under this schedule 
shall be the sum of the following: 

(1) Capacity Charge: $32,500 per month when one 36,000 kw unit is avail- 
able or $42,500 per month when two 36,000 kw units are available. 

(2) Energy Charge: 3.5 mills per kwh of on-peak energy not compensated 
for by exchange energy; 2.0 mills per kwh of off-peak energy; 2.0 mills per 
kwh equivalent of water wasted. 

Georgia Power Company will receive a credit of $1.00 per kw of Government 
power taken during the month, as provided in Section 7 of this schedule. 

Georgia Power Company will also receive a credit of 3.5 mills per kwh in 
the event that a balance of kwh is due the company as a result of the ex- 
change provided in Section 8 of this schedule. 

5. On-Peak Energy, Off-Peak Energy, and Energy Equivalent of Water 
Wasted. 
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On-Peak Energy: Energy delivered during a peak period of 100 hours each 
seven day week as designated by Georgia Power Company. 

Off-Peak Energy: Energy delivered during each seven day week other than 
On-Peak Energy. 

Energy Equivalent of Water Wasted. Energy equivalent of water wasted 
due to departure by the company from the current rule curves and instruc- 
tions (prepared by the Company and accepted by Government), which de- 
parture is not due to an uncontrollable force as defined in Section 11, a reg- 
ulation established by the Corps of Engineers as to control of steam flow, 
release of water required by the Corps of Engineers, or scheduled outages 
of generating units. 

6. Condenser Operation. Company may schedule operation of the generators 
at no load as condensers. Company shall pay $3.50 per hour per unit for 
energy used in such operation. 

7. Government Power and Energy. Government will have the right to use 
up to 2,500,000 kwh per week of Allatoona energy for firm power service to 
facilities owned by the Federal Government, public bodies and cooperatives. 
The amount of Government power in kilowatts for any month shall be the 
maximum rate of delivery of energy to Government over any period of 
60 consecutive minutes during the month. Company will receive a credit 
for Government power taken during the month in accordance with Section 4 
of this schedule. 

8. Exchange Energy or Energy Supplied from Company Sources. In the 
event that the energy generated at the Allatoona project is insufficient to supply 
requirements for (1) Government energy or (2) energy to operate the project, 
Georgia Power Company shall supply such deficiency from its own sources, 
and such energy shall be considered as energy exchanged for peak Allatoona 
energy supplied to the Company. In accomplishing this exchange, the Gov- 
ernment will furnish to the company 1 kwh of peak Allatoona energy for 
each kwh that the Company supplies to the Government from Company 
sources during peak periods, and 1 kwh of peak Allatoona energy for each 
1.2 kwh that the Company supplies to the Government from Company sources 
during off-peak periods. In the event that a balance of kwh is due the 
Company in certain months as a result of such exchange, there shall be a 
reduction in any payments otherwise due or later becoming due from the 
Company, at the rate provided in Section 4 of this schedule. 

9. Delayed Payment Penalty. Bills for power and energy delivered each 
month under the terms of this rate schedule shall be mailed by the Govern- 
ment to the Company on or before the tenth day of the succeeding month 
and shall be payable on or before the last day of the month in which the 
bill was presented, herein referred to as the “payment date.” There shall 
be added, as liquidated damages, interest of one-half of one percent (144%) 
to any undisputed amount remaining unpaid on the first day of the month 
next succeeding the “payment date” and an additional one-half of one per- 
cent (144%) shall be added on the first day of each succeeding month on the 
remaining past due and unpaid balance until the account is paid in full. 

10. Metering. Electric energy will be measured at the point of delivery. 

11. Uncontrollable Forces. Neither party shall be considered to be in default 
in respect to any obligation under this contract if prevented from fulfilling 
such obligation by reason of uncontrollable forces. For the purposes of this 
contract, the term “uncontrollable forces” means any cause beyond the control 
of the party affected, including, but not limited to, failure of facilities, flood, 
backwater caused by flood, earthquake, storm, lightning, fire, epidemic, war, 
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riot, civil disturbance, labor disturbance, sabotage, and restraint by court or 
public authority which by exercise of due diligence and foresight such party 
could not reasonably have been expected to avoid. Either party rendered un- 
able to fulfill any obligation by reason of uncontrollable forces shall exercise 
due diligence to remove such inability with all reasonable dispatch. 


Order granting, in part, and denying, in part, petition for modification 
of certificate of public convenience and necessity 


Southern Natural Gas Co. 
Docket No. G—1907 
January 18, 1955 


Southern Natural Gas Company (Applicant) filed on November 19, 1954, 
a petition to modify the February 18, 1953, order of the Presiding Examiner 
in Docket No. G—1907, as modified and affirmed by order of the Commission 
issued May 4, 1953, 12 F. P. C. 516, and as thereafter modified, by the exten- 
sion of one year, from December 31, 1954, to December 31, 1955, the time per- 
mitted for completion of construction of authorized facilities. By letter to the 
Commission dated December 20, 1954, Applicant stated that should an exten- 
sion of time be granted, it would construct only that portion of the remain- 
ing incompleted facilities which would be indicated to be required upon 
completion, in the spring or summer of 1955, to supply the peak market 
estimates for the winter period, 1955-1956. 

It appears that the market estimates projected by Applicant in Docket 
No. G-1907, upon which the designed system expansion was based, have not 
materialized as anticipated, thus raising a question as to the ultimate need 
for certain loop line and compressor facilities authorized in Docket No. G—-1907 
but which have not been placed under construction. These unconstructed 
facilities, designed to increase the system capacity, consist of some 131.5 miles 
of 18-inch loop lines and 4,400 additional compressor horsepower in Applicant’s 
Reform Station. 

There also remains to be constructed certain line taps and measuring facil- 
ities required to provide service to additional customers. It appears than 
an extension of time, as requested for construction of the authorized line taps 
and measuring facilities, and a denial of the requested extension for con- 
struction of loop line and compressor facilities, which have not been placed 
under construction, would enable Applicant to provide adequate service to 
those whom Applicant was authorized to serve in Docket No. G—1907. 

All parties to the proceeding in Docket No. G-1907 have been served with 
a copy of the petition to modify, and no objection to the granting of said 
petition has been received. Certain existing and prospective customers of 
Applicant have filed responses in support of the petition. 

The Commission jinds: 

(1) Good cause exists to extend the time for completion of construction of 
the service taps and measuring facilities authorized in Docket No. G—1907 
to December 31, 1955. 

(2) Good cause has not been shown for an extension of time for construc- 
tion of the aforesaid loop lines and compressor facilities. 

The Commission orders: 
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(A) The time for completion of construction of the service taps and meas- 
uring facilities authorized by the Commission in Docket No. G—1907 be and 
the same is hereby extended until December 31, 1955. 

(B) The aforesaid request for an extension of time for completion of 
construction of the loop lines and compressor facilities authorized by the 
Commission in Docket No. G-—1907 be and the same is hereby denied; 
provided, however, the time for completion of loop lines and compressor 
facilities placed under actual construction on or before December 31, 1954, 
be and the same is hereby extended until December 31, 1955. 

(C) Applicant shall report to the Commission in writing, within 30 days 
from the date of issuance of this order, the loop lines and compressor 
facilities authorized in Docket No. G—1907 which had not been placed under 
actual construction on or before December 31, 1954. 


Declaration of exemption 
Empire Gas and Fuel Co., Limited 
Docket No. G-—4284 
January 18, 1955 


Empire Gas and Guel Company, Limited (Applicant) filed an application 
on October 18, 1954, for exemption from the provisions of the Natural Gas 
Act pursuant to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is a New York corporation engaged in the transportation, 
distribution and sale of natural gas within the State of New York; 

(2) Applicant purchases and receives interstate natural gas within the 
State of New York; 

(3) All of the natural gas so received by Applicant is ultimately consumed 
within the State of New York, and all of its facilities are located within the 
said State; and 

(4) The Public Service Commission of the State of New York has certified 
to the Federal Power Commission that it has and is exercising regulatory 
jurisdiction over the rates, service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Empire Gas and Fuel Company, Limited is exempt from the provisions of 
the Natural Gas Act, and the orders, rules and regulations of this Commission 
issued pursuant thereto. 


Declaration of exemption 
Southeastern Michigan Gas Co. 
Docket No. G—4285 
January 18, 1955 


Southeastern Michigan Gas Company (Applicant) filed an application on 
October 18, 1954, for exemption from the provisions of the Natural Gas Act 
pursuant to Section 1 (c) thereof. 
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Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is a Miehigan corporation engaged in the transportation, 
distribution and sale of natural gas in the State of Michigan; 

(2) Applicant purchases interstate natural gas from Panhandle Eastern 
Pipe Line Company at points within the State of Michigan; 

(3) All natural gas so received by Applicant is ultimately consumed within 
the State of Michigan, and all of Applicant’s facilities are located within the 
said State; and 

(4) The Michigan Public Service Commission has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Southeastern Michigan Gas Company is exempt from the provisions of the 
Natural Gas Act, and the orders, rules and regulations of this Commission 
issued pursuant thereto. 


Declaration of exemption 
Consumers Gas Co. 
Docket No. G-4682 

January 18, 1955 


Consumers Gas Company (Applicant) filed an application on November 8, 
1954, for exemption from the provisions of the Natural Gas Act pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is an Illinois corporation engaged in the transportation, dis- 
tribution and sale of natural gas in the State of Illinois; 

(2) Applicant purchases interstate natural gas from Texas Eastern Trans- 
mission Corporation at a point within the State of Illinois; 

(3) All natural gas so received by Applicant is ultimately consumed within 
the State of Illinois, and all of Applicant’s facilities are located within the 
said State; and 

(4) The Illinois Commerce Commission has certified to the Federal Power 
Commission that it has and is exercising regulatory jurisdiction over the rates, 
service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Consumers Gas Company is exempt from the provisions of the Natural Gas 


Act, and the orders, rules and regulations of this Commission issued pursuant 
thereto. 


Order rejecting conditional rate filing 
Phillips Petroleum Co. 
Docket No. G-3176 
January 21, 1955 


By order issued October 1, 1954, the Commission, among other things, 
accepted certain contracts filed by Phillips Petroleum Company (Phillips) as 
its rates in effect on June 7, 1954, for sales to Michigan-Wisconsin Pipe Line 
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Company (Mich-Wisc), but suspended and deferred the use of Supplement 
Nos. 8 and 11 and Supplement No. 1 to Supplements Nos. 6 and 7 to Phillips’ 
FPC Gas Rate Schedule No. 4. By order issued December 8, 1954, the Com- 
mission, among other things, modified the said order of October 1, 1954. The 
order of December 8, 1954 provided, in part, as follows: 

(A) Phillips be and it is hereby granted permission to file within 
fifteen (15) days from the date of issuance hereof a new supplement to 
its FPC Gas Rate Schedule No. 4 to reflect as of June 7, 1954, a rate 
of 8.374 cents per Mcf at 14.65 psia. plus the adjustments in Finding (1) 
effective on June 7, 1954, for the sale of gas to Michigan-Wisconsin Pipe 
Line Company from the so-called Dedicated Acreage. 

(B) Phillips be and it is hereby granted permission to file within 
fifteen (15) days from the date of issuance hereof a new supplement to 
its FPC Gas Rate Schedule No. 4 to make effective as of the date of 
issuance of this order a rate for the sale of gas to Michigan-Wisconsin 
from the Dedicated Acreage which shall include the rate provided for 
in (A) above and an additional adjustment for the increase in the Texas 
Production Tax effective September 1, 1954: Provided, however, That 
such payment for the tax increase shall be computed according to the 
method of computation applied under said rate schedule prior to Sep- 
tember 1, 1954. 

On December 23, 1954, within the 15 days allowed by the above provisions 
of the December 8, 1954, order, Phillips tendered for filing with the Com- 
mission a proposed supplement to its rate schedule, which has been designated 
in the Commission’s files as Supplement No. 12 to Phillips’ FPC Gas Rate 
Schedule No. 4. By such tendered supplement, Phillips purports to accept 
and comply with the above provisions of the order of December 8, 1954, 
including the 8.374¢ per Mcf rate and the partial lifting of the suspension of 
the tax adjustment involved, provided and conditioned upon the issuance by 
the Commission of further orders as specified in the supplement. For ex- 
ample, Phillips in such supplement states that it will be willing to accept the 
rate specified in the order of December 8, 1954, to be effective as of June 7, 
1954, and continuing until changed in the manner provided by the Natural 
Gas Act, provided that it is understood and the Commission so indicates by 
appropriate order that it did not by its December 8, 1954, order intend te 
limit Phillips’ rates for any period prior to June 7, 1954. 

Upon consideration of the filing tendered on December 23, 1954, herein, the 
orders heretofore entered by the Commission pertaining to Phillips’ rates to 
Mich-Wise, and other data of record, the Commission finds: 

(1) The aforesaid conditional filing by Phillips on December 23, 1954, of 
its proposed Supplement No. 12 to its FPC Gas Rate Schedule No. 4 does not 
comply with the requirements of the Commission’s order of December 8, 1954, 
herein, particularly paragraphs (A) and (B) thereof, by reason of the con- 
ditions embodied in such tendered filing, and, accordingly, such filing should 
be rejected as hereinafter ordered. 

(2) The rejection of the aforesaid conditional filing of December 23, 1954, 
is appropriate and in the public interest in carrying out the provisions of 
the Natural Gas Act. 

The Commission orders: 

The aforesaid proposed Supplement No. 12 to FPC Gas Rate Schedule 
No. 4 of Phillips Petroleum Company, which was tendered for filing on 
December 23, 1954, be and the same is hereby rejected. 

Commissioner Smith not participating. 
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Order issuing license (major) 
Pacific Gas and Electric Co. 


Projects Nos. 616, 1352, 2105 and 2108 






January 24, 1955 


Pacific Gas and Electric Company, of San Francisco, California (the Com- 
pany), filed on April 28, 1952, application for license for the proposed Butt 
Valley-Caribou No. 2 Project, designated as Project No. 2105, on North Fork 
Feather River and on Butt Creek, one of its tributaries, in Plumas County, 
California, affecting lands of the United States within Plumas and Lassen 
National Forests; and filed on May 12, 1952, application for license for the 
proposed Belden Project, designated as Project No. 2108, on North Fork 
Feather River and on Yellow Creek, one of its tributaries, in Plumas County, 
California, affecting lands of the United States within Plumas National 
Forest. 

By letter dated July 2, 1953, and filed July 7, 1953, the Company advised 
that it proposed that Project No. 2105 use jointly with its licensed con- 
structed Project No. 1352 diversion facilities from Lake Almanor Reservoir 
of its licensed constructed Project No. 616 to Butt Valley (Project No. 2105) 
Reservoir; also storage in and withdrawals from those reservoirs. Complica- 
tions associated with this joint usage could be avoided, the Company advised, 
by inclusion of all facilities under one license, and the Company requested 
that its two pending applications for licenses for proposed Projects Nos. 2105 
and 2108 be consolidated under Project No. 2105 and considered as one ap- 
plication, and that any license for Project No. 2105 include the constructed 
works licensed as Project No. 1352 and the constructed works licensed as 
Project No. 616. Upon issuance of a license for the redeveloped Project 
No. 2105, the Company proposes to apply for surrender of its licenses for 
Projects Nos. 616 and 1352, concurrently with its acceptance of license for 
the redeveloped Project No. 2105. 

The license for Project No. 1352 “Caribou (Butt Valley Dam and Reservoir)” 
was issued for a period effective as of January 1, 1936, and the license for 
minor-part Project No. 616 “Lake Almanor (Dam and Reservoir)” was issued 
for a period effective as of November 18, 1925. Both licenses expire De- 
cember 31, 1968. 

As described in the pending applications for licenses and in the outstanding 
licenses, the redeveloped project would consist of: 

(a) All lands constituting the project area and enclosed within the boundary 
or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands 
or interest therein are owned or held by the applicant or by the United 
States; such project area and project boundary being more specifically shown 
and described by certain exhibits which formed a part of the applications for 
licenses and of the outstanding licenses as amended, and which are des- 
ignated and described as follows: 


EXHIBIT J DRAWINGS 








FPC No. 





Dwe. No. Title, or showing 


409754 | General Map. 
402515 | General Map. 
401581 | General Map. 

Project Boundary and Profile of Proj- 
ects. 
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EXHIBIT K DRAWINGS 





409755 | Plan showing project works at Lake 
| Almanor and Butt Valley Reservoir. 
409758 | Transmission Line. 
409757 | Profiles of Tunnels. 
409756 | Plan of Project Works. 
402517 | Map of Reservoir. 
402516 | Plan of Project Works. 
402518 Profiles. 
401982 | Lake Almanor to Butt Valley. 
402240 | Butt Valley Reservoir. 
402241 | Butt Valley Reservoir. 
402242 | Butt Valley Dam to Caribou P. H. 
401582 | Transmission Line. 
401583 | Transmission Line. 
401584 | Transmission Line. 
Encroachments on National Forest 
Reserve. 
A daciceeischsindissiltaneieniecephctcna ae katiad | Encroachments on National Forest 
Reserve. 
616-3 Calif | Enlargement of Lake Almanor Dam, 
| Map and Cross Section of Dam. 


Note.—Sheets Nos. 2B, 3B, 4B, 5B, and 6B revised Apr. 25, 1952. 


(b) Principal structures consisting of: 

(i) Proposed Butt Valley-Caribou No. 2 Project (No. 2105)—An intake 
structure each at Lake Almanor Reservoir (Intake No. 1A) and at Butt Valley 
Reservoir (Intake No. 2A); a pressure tunnel (Tunnel No. 1A) about 11,000 
feet long from Lake Almanor Intake No. 1A to the Butt Valley Powerhouse; 
penstock; a pressure tunnel (Tunnel No. 2A) about 9,200 feet long from 
Butt Valley Reservoir Intake No. 2A to Caribou No. 2 Powerhouse penstock ; 
a penstock leading into each powerhouse; a surge tank for each conduit 
system; Butt Valley Powerhouse, at head of Butt Valley Reservoir, to house 
one vertical turbine-generator unit of 48,000-Kva (0.9 P.F.) (55,000 h.p.) 
eapacity ; Caribou No. 2 Powerhouse, on right bank of North Fork of Feather 
River, to house two vertical turbine-generator units each of 63,000-Kva (0.9 
P.F.) (75,000 h.p.) capacity; a substation and switchyard at each power- 
house; one 220-Kv transmission line about 8 miles long to extend from Butt 
Valley plant to the Caribou No. 2 plant; a short tap line to extend from 
Caribou No. 2 Powerhouse to a switch and bus structure nearby; miscellaneous 
hydraulic, mechanical, and electrical appurtenances and project works in- 
cluding a cross-connection near Lake Almanor intakes, between existing 
pressure Tunnel No. 1 and proposed pressure Tunnel No. 1A, and a by-pass 
pipe at pressure Tunnel No. 1A outlet portal to divert water to Butt Creek. 

(ii) Proposed Belden Project (formerly No. 2108).—A gated diversion dam, 
across North Fork of Feather River, about 150 feet in height above stream 
bed with spillway crest at Elev. 2958; a reservoir to extend upstream to 
applicant’s existing Caribou Powerhouse and having an effective reservoir 
eapacity of about 900 acre-feet between normal operating water surface 
(Elev. 2975) and minimum operating water level (Elev. 2950) and a gross 
capacity of about 2,500 acre-feet at Elev. 2975 (all elevations are based on 
applicant’s datum); a wheel-gate equipped intake structure; two pressure 
tunnels aggregating 33,700 feet in length, one on each side of the North Fork 
of Feather River siphon and forming therewith a uni-linear conduit from the 
intake to the beginning of penstock, and a siphon about 1,750 feet long cross- 
ing North Fork of Feather River; a penstock wye-branching into two pipes, 
to the powerhouse; a differential surge chamber 65 feet inside diameter; 
Belden Powerhouse, on left bank of Yellow Creek, to house two vertical 
turbine-generator units each of 65,000-Kva (0.9 P.F.) (78,000 h.p.) capacity; 
a substation and switchyard; one short tap line from Belden Powerhouse to 
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a switch and bus structure nearby; and miscellaneous hydraulic, mechanical 
and electrical appurtenances. 

(iii) Evisting Caribou (Butt Valley Dam and Reservoir) Development 
(No. 1852).—Caribou Tunnel No. 1 extending from Lake Almanor Reservoir 
to the Butt Creek watershed; Butt Valley Dam and Reservoir; Caribou 
Powerhouse having an installed capacity of approximately 90,000 horsepower ; 
a conduit extending from the Butt Valley Reservoir to the Caribou Power- 
house; a 165,000-volt transmission line extending from the Caribou Powerhouse 
to the Big Bend Powerhouse; roads extending from the Caribou Powerhouse 
toward Howells and to Butt Valley; and miscellaneous appurtenances. 

(iv) Existing Lake Almanor Dam and Reservoir Development (No. 616).— 
A hydraulic fill dam, across North Fork of Feather River, having a crest 
elevation 4,500 and known as the Lake Almanor Dam, and a reservoir of 
1,310,000 acre-feet capacity created by said dam and known as the Lake 
Almanor Reservoir. 


—the location, nature, and character of which structures of (i) through (iv) 
are more specifically shown and described by the exhibits hereinbefore cited 
and by certain other exhibits which formed part of the applications for 
licenses for proposed Projects Nos. 2105 and 2108 and of the outstanding 
licenses, as amended, for the existing Projects Nos. 1352 and 616, and are 
described as follows: 

EXHIBIT L DRAWINGS 


saith escdlipobniniagicneseietiieovit BN ecb tne sepals 409759 | Intake Structures. 
SEA Es 2105-7......... aka 409760 | Penstocks and Surge Chambers. 
sabateee sh sacbdnanennismaeaels 409761 | Butt Valley Powerhouse. 
incintotaes niet Tinea aeainenind 409762 | Caribou No. 2 Powerhouse. 
indbutsieslmnadedcecal, ae 5 wiheleghced 402519 | Dam, Intake and Tunnel. 
a Ii alae dca ae 402520 | Siphon, Penstock and Surge Chamber. 
a. ee 5 253 Belden Powerhouse. 


Intake Tower and Channel—Tunnel 
| No. 1. 
Intake Tower—Tunnel No. 2. 
Misc. Details. 
a a at ng cedanoue 328 | General Arrangement—Caribou P. H. 
inci Rea pcabadiuadinng! MOE dkatitnnkwesckunhy 47536 | Tunnel Details. 












1 Superseded in part by L-5 (F PC 1352-17). 


Notre.—The license for Project No. 616 identifies the following structura 
drawings as Exhibits K. They are L drawings in purpose: 


Exhibit | FPC No. 





Dweg. No. Title, or showing 
tk cuca ihe nminniaewenndiiianis a) Se Khecomeate Elevation of Intake Tunnel No. 1. 

pr cccncni oes te tcadies th peouseeench ts ni alana dtasa oem }............| Plan of Intake Tunnel No. 1. 

We dia nacnead ee OES ...-----.---| General Plan of Spillway. 

i nduaienaiaes sckenesieinl CE cltiaplicthnnnin tases mthapien ....-------| Spillway Walls. 

ich sad k ene suulen iP nich dasdebnws dine et ...| Spillway Crest. 

ee GE nthsnanhecesaenabwbenen ....| Details of the Lower End of the Spill- 
way Sta., 2+07.70 Big Meadows 
Dam. 

Ti akdhenainenaiminan I cick cacecnestnitha athe daannhe Conduit Details. 

Maidiinssentcncatdidies PMR Liieceksidleoadtagiiotaduneshine Intake Tower for Conduit. 

TI. atti nile pant aiaio a) CEP Ee insensaeens apendnelinigwse .-| Gates in Intake Tower. 


EXHIBIT M 


(Filed as Project No. 2105) (In 2 sheets). ‘General Descriptions and General Specifications of Mechan- 
ical, Electrical and Transmission Equipment, Butt Valley-Caribou No. 2 Project.’’ 

(Filed as Project No. 2108) (In 2 sheets). ‘‘General Descriptions and General Specifications of Mechan- 
ical, Electrical and Transmission Equipment, Belden Project.’’ 








(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
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the project or any part thereof, whether located on or off the project area, 
if and to the extent that the inclusion of such property as part of the 
project is approved or acquiesced in by the Commission; also, all riparian or 
other rights, the use or possession of which is necessary or appropriate in 
the maintenance or operation of the project. 

(d) The proposed and existing installed capacities are as follows: 


Proposed installed 


Project: capacity (h.p.) 
EO CGR CURRIE TR, BP ices erecta 205,000 
BI I sche sancti dace ncdcekgeciourebnec sine ia reeeease mae aael 156,000 


I eee ae ee ee 90,000 
Es WII  cachacdraneiteraiinabien qanceinke cwarchdeagtiortiaidaaaahcmdcgte a aeeeeel — 


451,000 


The Company proposes to continue to distribute and sell the energy to the 
public in the central and northern parts of California. 

The application for license respecting Project No. 2105 describes a proposed 
220-Kv transmission line, about 8 miles long, from the Butt Valley plant to 
the Caribou No. 2 plant; a short 220-Kv transmission tap line from Caribou 
No. 2 powerhouse switch and bus structure to the Company’s transmission 
system; and a short tap line from the plant to the switch and bus structure 
nearby. The application for license respecting Project No. 2108 describes 
three proposed “short 220-Kv tap lines from the high tension switch and bus 
structure at the plant to the Company’s interconnected transmission system,” 
and a short tap line from the plant to the switch and bus structure nearby. 
The applications just referred to lack information regarding transmission 
lines connecting switch and bus structures of Caribou No. 2 and Belden plants 
to lines of the Company’s system to provide an outlet, for the power produced 
by these plants. 

The Office of the Chief of Engineers, Department of the Army, has reported 
that the proposed projects would have no significant effect on any existing, 
authorized, or presently contemplated flood-control or navigation project of the 
Corps of Engineers; that the operation of the existing licensed Projects 
Nos. 616 and 1352 as a unit with the proposed projects would not affect the 
interest of the Corps; and that terms and conditions in the interest of 
navigation for insertion in any license issued are not considered necessary. 

The Secretary of the Interior, in reporting favorably on the redeveloped 
project, has recommended for inclusion in any license therefor, special terms 
and conditions hereinafter substantially provided for. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Plumas and Lassen National Forests, has reported 
favorably on the redeveloped project, and has recommended for inclusion in 
any license therefor special terms and conditions hereinafter substantially 
provided for. 

The Governor of the State of California and the California Department of 
Fish and Game have reported favorably on the redeveloped project, and 
have recommended for inclusion in any license therefor special conditions 
hereinafter substantially provided for. 

The Company states that it desires to begin construction of the Butt 
Valley-Caribou No. 2 unit as soon as possible after issuance of a license, 
and estimates that the proposed unit will be completed 3% years after con- 
struction is commenced. The Company states that it desires to begin con- 
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struction of the Belden unit at such time as it is necessary to complete 
same 18 months after completion of the Butt Valley-Caribou No. 2 unit. 

The Commission finds: 

(1) The proposed Butt Valley-Caribou No. 2 and Belden hydroelectric 
facilities hereinbefore more fully described in paragraph (b) (i) and (ii) 
involving, among other betterments, an increase in the authorized installed 
capacity from 90,000 horsepower to 451,000 horsepower, constitute an enlarge- 
ment and redevelopment of the existing Caribou Project and Lake Almanor 
Dam and Reservoir hydroelectric facilities hereinbefore more fully described 
in paragraph (b) (iii) and (iv). 

(2) The Company is a corporation organized under the laws of the State 
of California and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the 
purposes of a license. 

(3) No conflicting application is before the Commission. Public notice has 
been given as required by the Act. 

(4) The redeveloped project does not affect any Government dam, nor will 
the issuance of a license therefor as hereinafter provided affect the develop- 
ment of any water resources for public purposes which should be undertaken 
by the United States itself 

(5) The issuance of a license for the redeveloped project as hereinafter 
provided will not interfere or be inconsistent with the purposes for which 
the Plumas and Lassen National Forests were created or acquired. 

(6) The redeveloped project will occupy 1465.61 acres of lands of the United 
States, exclusive of transmission line rights-of-way. 

(7) Under present circumstances and conditions and upon the terms and 
conditions hereinafter imposed, the redeveloped complete project is best 
adapted to a comprehensive plan for the improvement and utilization of 
water-power development, and for other beneficial public uses, including 
recreational purposes. 

(8) The installed horsepower capacity of the redeveloped project herein- 
after authorized for the purpose of computing the capacity component of the 
administrative annual charges is 451,000 horsepower. 

(9) The amount of annual charges to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Federal Power Act, and for recompensing it for the use, oc- 
cupancy, and enjoyment of its lands, is reasonable as hereinafter fixed and 
specified. 

(10) It is desirable to reserve for future determination the question of 
what transmission lines and appurtenant facilities, if any, for the trans- 
mission of power from the Caribou and Belden developments shall be in- 
cluded in this license. 

(11) The maps, plans, and statements described as exhibits in paragraphs 
(a) and (b) above conform to the Commission’s rules and regulations and 
should be approved as part of the license for the redeveloped project. 

The Commission orders: 

(A) This license is issued to Pacific Gas and Electric Company under the 
provisions of the Federal Power Act for a period of 50 years, effective as of 
November 1, 1954, for the construction and operation upon lands of the 
United States of Project No. 2105, subject to the terms and conditions of the 
Act which is incorporated by reference as a part of this license, and subject 
to such rules and regulations as the Commission has issued or prescribed 
under the provisions of the Act. 
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(B) This license is also subject to the terms and conditions set forth in 
Form L-2, 17 F. P. C. 62, December 15, 1953, entitled “Terms and Conditions of 
License for Unconstructed Major Project Affecting Lands of the United 
States,” except for Article 20 thereof, which terms and conditions are at- 
tached hereto and made a part hereof; and subject to the following special 
conditions set forth herein as additional articles: 

Article 25. The Licensee shall commence construction of the Butt Valley- 
Caribou No. 2 project works within one year from the effective date of license 
and with due diligence shall complete those project works within four years 
from said effective date, and shall commence construction of the Belden 
project works within three years from the effective date of license and with 
due diligence shall complete those project works within six years from said 
effective date. 

Article 26. The Licensee shall conduct, together with interested Federal and 
State of California agencies, an investigation leading to the determination of 
the amounts and rates of flow necessary to be bypassed at all points of 
diversion for the support of fish life and for recreation purposes. In the 
determination of such amounts and rates of flow, full consideration shall be 
given to the use of available water supply for power purposes: Provided 
however, That pending the conclusion of this investigation, Licensee shall 
provide in all but dry years a flow in the stream immediately below the 
Belden Diversion Dam of not less than 100 cfs during the period from May 1 
to October 31 and 50 cfs during the remainder of the year. These flows shall 
be supplemented by additional releases at Belden Diversion Dam when and 
if necessary to make up a total flow of not less than 200 cfs at the Gansner 
Bar Gaging Station from May 1 to October 31, and 100 cfs during the re- 
mainder of the year: Provided further, That the releases at Belden Diversion 
Dam may be reduced to flows necessary to produce a minimum flow at 
Gansner Bar Gaging Station of 100 cfs (1) during the months of May and 
June when the total annual precipitation at Canyon Dam from July 1 to 
April 30 is less than 24.4 inches, and/or (2) during the remainder of the year 
when the total annual precipitation from July 1 to June 30 is less than 
27.2 inches: and Provided further, That the Licensee shall make such reason- 
able modifications in releases from Almanor Dam, stipulated in Amendment 
No. 2 of the license for Project No. 1962, as may hereafter be prescribed by 
the Commission upon the recommendation of the Secretary of the Interior 
and the State of California after completion of the investigation provided 
in Article 26. 

Article 27. The Licensee shall not release directly into North Fork of 
Feather River or into any of its tributaries, debris and silt-laden water from 
any gravel-washing activities connected with project construction. 

Article 28. The Licensee shall install at diversion structures such fish 
screens as may be prescribed by the Commission upon the recommendation of 
the Secretary of the Interior and the California Department of Fish and 
Game. Licensee shall also construct, maintain, and operate such other pro- 
tective devices and comply with such reasonable modifications of the project 
structure and operation in the interest of fish and wildlife conservation as 
may be hereafter prescribed by the Commission upon the recommendations 
of the Secretary of the Interior, the Department of Agriculture, and the State 
of California. 

Article 29. The Licensee shall conduct the normal operation of its power 
plants so as to avoid the sudden release of large flows into channels (other 
than those used as forebays and afterbays) normally carrying reduced flows 


— 
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where the control of such large flows by Licensee is reasonably possible. In 
the event emergency releases are required, Licensee shall endeavor to avoid 
changes in stream stages which will endanger life, health and property, and 
which will be detrimental to the fish life in the stream. 

Article 30. The Licensee shall construct the Butt Valley-Caribou transmis- 
sion line along the east side of Butt Valley reservoir on a location mutually 
agreeable to the Regional Forester or his representative and the Licensee. 

Article 31. The Licensee shall file Supplemental Exhibit F, detail statement 
of project lands; and shall file for approval in accordance with the Com- 
mission’s rules and regulations revised Exhibit K, detail maps of project area 
and project boundary, to reflect the consolidated land status of the project, 
such exhibits to be filed within three years of the effective date of this license. 

Article 82. The Commission expressly reserves the right to determine at a 
later date the question of what transmission lines and appurtenant facilities, 
if any, for the transmission of power from the Caribou and Belden develop- 
ments shall be covered in this license and included as part of the project 
works and to insert in the license any reasonable conditions relating thereto. 

Article 33. The actual legitimate original cost, estimated where not known, 
and the accrued depreciation of the parts of the project completed prior to 
the effective date of license shall be determined by the Commission as of 
such effective date, in accordance with the Act, and the rules and regulations 
of the Commission, and such cost less such accrued depreciation, so deter- 
mined, shall be the net investment in the project as of such effective date. 

Article 84. The actual legitimate original cost of the parts of the project 
to be completed after the effective date of the license, and of any addition 
to or betterment of the project, shall be determined by the Commission in 
accordance with the Act and rules and regulations of the Commission there- 
under. 

Article 85. The Licensee shall pay to the United States the following an- 
nual charges: 

(i) For the purpose of reimbursing the United States for the costs of 
administration of Part I of the Act, one (1) cent per horsepower on the 
authorized installed capacity (451,000 horsepower) plus two and one-half 
(2%) cents per 1,000 kilowatt-hours of gross energy generated by the project 
during each calendar year for which the charge is made; 

(ii) For the purpose of recompensing the United States for the use, oc- 
cupancy, and enjoyment of its lands, exclusive of those used for transmission 
line rights-of-way, $2,931.22; 

(iii) For the purpose of recompensing the United States for the use, oc- 
cupancy, and enjoyment of its lands for transmission line rights-of-way only, 
$259.04 ; 

Provided, That revisions, if any, in annual charges specified in (ii) and (iii) 
above, resulting from compliance with Article 31 hereof, shall be retroactive 
to the effective date of this license. 

(C) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(D) The Licensee shall, within thirty (30) days from the date of notifica- 
tion of receipt by the Commission of three certified copies of this license, 
properly accepted, file with this Commission applications for surrender of 
licenses for Projects Nos. 616 and 1352. 

(E) This order shall become final thirty (30) days from the date of its 
issuance unless application for rehearing shall be filed as provided in Sec- 
tion 318 (a) of the Act, and failure to file such an application shall constitute 





ORDERS 525 


acceptance of this license. In acknowledgment of the acceptance of this 

license, it shall be signed for the Licensee and returned to the Commission 

within sixty (60) days from the date of issuance of this order. 
Commissioner Smith not participating. 


Order denying authorization pursuant to section 305 (b) 
of the Federal Power Act 


Alfred M. Shook, III 
Docket No. ID-1239 
January 27, 1955 


Alfred M. Shook, III (Applicant), 1814 First Avenue North, Birmingham, 
Alabama, filed an application on September 3, 1954, as amended November 1, 
1954, for authorization, pursuant to Section 305 (b) of the Federal Power Act, 
to hold the following positions: 

Director, Alabama Power Company. 
Secretary-Treasurer, Shook & Fletcher Supply Company. 

The Commission, having considered said application, as amended, upon the 
information therein contained, finds: 

(1) The Shook & Fletcher Supply Company acts as sales agents for the 
manufacturers of a number of items of electrical equipment used by electric 
utilities. According to the application, these include power and distribution 
transformers, insulators, insulation hardware, high voltage lightning arrestors, 
oil circuit breakers and switching equipment. During 1953 it sold $565,000 
worth of this type of equipment to Alabama Power Company, and during the 
seven months ending July 31, 1954, an additional amount of $205,000 of such 
equipment was sold. It also sells such equipment to Georgia Power Company, 
Mississippi Power Company and Gulf Power Company, which along with 
Alabama Power Company are subsidiaries of The Southern Company. During 
1953 and the first eight months of 1954 Shook & Fletcher’s sales to these 
associated companies totaled about $166,000. 

(2) Applicant has failed to show by his application as supplemented that 
neither public nor private interests will be adversely affected by his holding 
the positions referred to above. 

The Commission orders: 

That the application, as amended, heretofore filed by the Applicant pur- 
suant to Section 305 (b) of the Federal Power Act, seeking to hold the 
positions referred to above, be and the same hereby is denied. 

Commissioners Digby and Draper not participating. 


Order confirming and approving rates for an interim period 
Eklutna Project, Alaska 
Docket No. E-6599 
January 28, 1955 


On December 31, 1954, the Bureau of Reclamation, Department of the In- 
terior (Reclamation), filed for confirmation and approval by the Federal 
Power Commission, pursuant to the provisions of the Act of Congress of 
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July 31, 1950 (64 Stat. 382), as amended by the Act of August 13, 1953 
(64 Stat. 574), Rate Schedule A-L1, for the sale of power to be produced at 
the Eklutna Project, Alaska (Eklutna). 

The proposed rate schedule applies to Domestic Retail Service available at 
towns, camps, and institutions operated in connection with construction or 
operation and maintenance of Federal projects for service supplied over low 
voltage distribution systems owned by Reclamation. The rate, per four-week 
period, is as follows: 


Rate: 
4.00¢ per kwh first 50 kwh. 
2.00¢ per kwh next 150 kwh. 
1.25¢ per kwh all additional kwh. 
Minimum bill: $1.00. 


Reclamation states that no additional investment, operation, and mainte- 
nance or replacement expenses beyond those presently approved by the Com- 
mission in establishing the existing firm wholesale power rate will be required 
for the sales to be made under the proposed rate schedule. 

The amounts of revenue and expense involved are quite small and would 
have very little effect on the net revenues of the project. 

Heretofore, the Commission on August 4, 1954, in Docket E-6544 confirmed 
and approved rate schedules for wholesale firm power service from Eklutna 
for an interim period not to exceed three years, pending the determination 
by the Commission of a final allocation of project costs and the submission 
by Reclamation of additional information reflecting the results of actual 
operations at Eklutna. 

The Commission finds: 

It is appropriate for the purposes of the Acts of Congress referred to 
herein that Rate Schedule A-L1 be confirmed and approved for an interim 
period not to exceed three years from August 4, 1954. 

The Commission orders: 

Rate Schedule A-L1 be and it hereby is confirmed and approved for ap- 
plication to the sale of power produced at Eklutna during the interim period 
not to exceed three years from August 4, 1954. 

Commissioners Digby and Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 
Arkansas-Louisiana Gas Co. 
Docket No. G—4840 
January 31, 1955 


Arkansas-Louisiana Gas Company (Applicant), a Delaware corporation with 
its principal place of business at Shreveport, Louisiana, on November 15, 
1954, filed an application for a certificate of public convenience and necessity, 
pursuant to Section 7 of the Natural Gas Act, authorizing the construction 
and operation of a tap with incidental facilities on Applicant’s Line AM-19 at 
Station 409 + 34, and approximately 10,380 feet of 2-inch pipeline extending 
from the tap on Line AM-19 to the Town of Poyen, Arkansas. 


1 Applicant also proposes to construct and operate a distribution system for supplying 
natural gas in the Town of Poyen, Arkansas. 
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After due notice, and pursuant to the Commission’s order issued herein on 
December 31, 1954, a public hearing was held in Washington, D. C., on 
January 10 and 20, 1955, respecting the matters involved and the issues 
presented in the application. No protest to the granting of the application has 
been received. 

Applicant, by means of the proposed facilities, will transport and supply 
natural gas for ultimate distribution in the Town of Poyen, Arkansas. 

The estimated requirements of the Town of Poyen are as follows: 





| 

| Annual re- | Peak day 

|quirements| (Mef) 
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First year , 550 85 | Fourth year | 9, 775 
Second year , 925 105 | Fifth year ‘ | 10, 150 
Third year . | , 300 125 | 





Applicant proposes to obtain its natural-gas supply to render the service 
proposed herein from its existing gas reserves which appear adequate. 

The estimated cost of the transmission pipeline facilities above-described 
will approximate $10,747. In addition, Applicant’s proposed distribution 
facilities are estimated to cost $18,690. Such facilities will be financed by 
Applicant out of its cash reserves. 

The Commission finds: 

(1) Arkansas-Louisiana Gas Company (Applicant) is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order adopted January 26, 1943, In the Matter of Arkansas 
Louisiana Gas Company, Docket No. G—252, 3 FPC 910. 

(2) The proposed facilities hereinbefore described are to be used in the 
transportation of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, and the construction and operation thereof by 
Applicant are subject to the requirements of subsections (c) and (e) of 
Section 7 of the Natural Gas Act: 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas 
Act, and the requirements, rules and regulations of the Commission there- 
under. 

(4) The proposed construction and operation of the proposed facilities by 
Applicant are required by the public convenience and necessity, and a cer- 
tificate therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), 
and (5) of Section 157.20 of the Commission’s Rules and Regulations, in- 
cluding the Rules of Practice and Procedure (18 CFR 157.20) should attach 
to the certificate hereinafter issued, and to the exercise of the rights granted 
thereunder, and that the time within which construction of facilities author- 
ized by this order shall be completed and in actual operation should be fixed 
at 6 months from the date on which this order issues. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.82 (b) of 
the Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 
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The Commission orders: 

(A) A certificate of public convenience and necessity be and the same 
hereby is issued to Arkansas-Louisiana Gas Company, authorizing it to con- 
struct and operate the facilities hereinbefore described, all as more fully 
described in the application, subject to the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice 
and Procedure, shall attach to the issuance of the certificate granted in 
paragraph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure, is hereby 
fixed at 6 months from the date on which this order issues. 

Commissioners Digby and Draper not participating. 


Findings and order directing physical connection of facilities 
and sale of natural gas 


Syracuse Home Utilities Co. 
Docket No. G-6864 
January 31, 1955 


Syracuse Home Utilities Company (Syracuse), an Ohio corporation with its 
principal place of business in Syracuse, Ohio, filed an application on De- 
cember 6, 1954, for an order, pursuant to Section 7 (a) of the Natural Gas 
Act, directing The Ohio Fuel Gas Company (Ohio Fuel) to establish physical 
connection of its facilities with those of Syracuse and to sell natural gas to it. 

Syracuse is engaged in the distribution of natural gas to domestic consumers 
in the village of Syracuse in Meigs County, Ohio, and the immediate vicinity, 
under a franchise granted by the village near its distribution facilities. Prior 
to December 1, 1954, Syracuse procured the remainder of its supply from 
Racine Gas and Service Company (Racine), which sold to Syracuse surplus 
natural gas not needed for the requirements of Racine’s own customers. 

On December 1, 1954, Racine terminated all sales to Syracuse and severed 
its physical interconnection. On the same day, The Ohio Fuel Gas Company 
established physical connection between its facilities and those of Syracuse and 
commenced deliveries of natural gas in replacement of the service which had 
been discontinued by Racine. 

In order to make the physical connection, Syracuse constructed approxi- 
mately 3,800 feet of 2-inch pipeline connecting with a field line of Ohio Fuel. 
Ohio Fuel constructed measuring and regulating facilities. 

Syracuse estimates its future requirements as follows: 





Total require-| Requirement 
ment (Mcf) from Ohio 
Fuel (Mcf) 























































ORDERS 529 





Ohio Fuel does not oppose the issuance of the order directing physical 
connection and sale of natural gas as hereinafter ordered and conditioned. 

The Commission finds: 

(1) The Ohio Fuel Gas Company, an Ohio corporation with its principal 

place of business in Columbia, Ohio, owns and operates, among other facilities, 
a natural-gas transmission pipeline system located in the State of Ohio, and by 
such operation is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, and is, therefore, a natural-gas company 
within the meaning of the term as used in the Natural Gas Act, as heretofore 
found by the Commission in its order entered August 21, 1945, in Docket 
No. G-371, 4 F. P. C. 1033. 

(2) Syracuse Home Utilities Company, an Ohio corporation having its 
principal place of business in Syracuse, Ohio, pursuant to franchise, owns 
and operates a natural-gas distribution system in the village of Syracuse 
and its environs. 

(3) An order directing Ohio Fuel to establish physical connection of its 
natural-gas transportation facilities with the facilities of Syracuse and di- 
recting the delivery and sale of natural gas by Ohio Fuel to Syracuse for 
distribution in its franchise area is desirable in the public interest. ! 

(4) The granting of the application as requested by Syracuse will not 
place an undue burden upon Ohio Fuel nor impair its ability to render 
adequate service to its customers. 

The Commission orders: 

(A) Ohio Fuel is hereby directed to establish physical connection of its 
transmission facilities in Sutton Township, Meigs County, Ohio, with the 
facilities of Syracuse. Such connection shall include metering, regulating and 
appurtenant facilities as may be necessary to render the service herein 
applied for. 

(B) Ohio Fuel is hereby directed to sell and deliver natural gas to Syracuse 
pursuant to Ohio Fuel’s appropriate rate schedules on file with the Com- 
mission. 

Commissioners Digby and Draper not participating. 


Supplemental order authorizing issuance of promissory notes 
Otter Tail Power Co. 
Docket No. B-6501 


February 3, 1955 





Otter Tail Power Company (Applicant), incorporated under the laws of the 
State of Minnesota, and qualified to do business as a foreign corporation in 
the States of North Dakota and South Dakota, with its principal place of 
business at Fergus Falls, Minnesota, by supplemental application filed De- 
cember 13, 1954, requested authorization, pursuant to Section 204 of the 
Federal Power Act, for the issuance at various times prior to December 31, 
1955, of unsecured promissory notes of various principal amounts the aggregate 
amount of which outstanding at any one time will not exceed $4,000,000. 
The notes are to mature within one year or less from the date of issue and 
bear interest at negotiated rates but not in excess of 4% per annum. 

The requested authorization would in effect be a continuation of that here- 
tofore granted by order of the Commission issued June 24, 1953, in the above- 
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entitled matter. By that order Applicant was authorized to issue at various 
times prior to December 31, 1954, its unsecured promissory notes in an 
equivalent maximum principal amount which notes were to mature within 
one year or less from the date of issue and bear interest at negotiated rates 
but not in excess of 4% per annum. 

Applicant states that as in the case of the promissory notes issued pur- 
suant to the authorization granted by the aforementioned order of the Com- 
mission, no underwriters’ fees will be paid in connection with the proposed 
issuance. Applicant further states that it proposes to negotiate with the 
First National Bank of Minneapolis, the First National Bank of Fergus Falls 
and the Fergus Falls National Bank and Trust Company and with other 
commercial banks if more favorable terms can be secured for short term bank 
loans to be evidenced by the proposed issuance of promissory notes. 

The application states that the proceeds from the proposed issuance to- 
gether with funds derived from operations will be used to provide temporary 
financing for its 1955 construction program estimated to cost $4,700,000, 
pending permanent financing expected to be undertaken later in the current 
year or early in 1956. 

Written notice of the application has been given to the Railroad & Ware- 
house Commission of Minnesota, the Public Service Commission of North 
Dakota, and the Public Utilities Commission of South Dakota and to the 
Governor of each of those States. Notice of the application has also been 
given by publication in the Federal Register on January 6, 1955 (20 F. R. 
169-170), stating that any person desiring to be heard or to make any protest 
with reference to the application should file a petition or protest on or 
before January 12, 1955. No protest or petition or request to be heard in 
opposition to the granting of the said application has been received. 

The Commission finds: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of Minnesota. It owns and operates facilities, among others, for the 
transmission and sale at wholesale of electric energy which is transmitted 
between and among the States of Minnesota, North Dakota, and South Dakota 
and consumed at points outside the State in which generated, all of which 
facilities are in addition to and do not include facilities used in local dis- 
tribution or only for the transmission of electric energy in intrastate com- 
merce, or facilities for the transmission of electric energy consumed wholly 
by the transmitter, and Applicant is, therefore, a public utility within the 
meaning of that term as used in Section 204 of the Federal Power Act. 

(2) The proposed issuance and sale of promissory notes described above 
will constitute an issuance of securities within the purview of Section 204 
of the Act. 

(3) The proposed issuance of promissory notes described above will be in 
excess of 5% of the par value of the other securities of Applicant and 
therefore will not be exempt by virtue of Section 204 (e) of the Act from 
the requirements of Section 204 (a). 

(4) Applicant is not organized and operating in a State under the laws 
of which its security issues are regulated by a State Commission within the 
meaning of Section 204 (f) of the Act, and the proposed issuance is, there- 
fore, not exempt by virtue of that Section from the requirements of Section 204 
of the Act. 

(5) The proposed issuance and sale of promissory notes as hereinafter 
authorized will be for a lawful object, within the corporate purposes of the 
Applicant and compatible with the public interest, which is appropriate for 
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and consistent with the proper performance of service by Applicant as a 
public utility and which will not impair its ability to perform that service, 
and is reasonably appropriate for such purposes. 

(6) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of promissory notes by Applicant as 
described above, upon the terms and conditions and for the purpose specified 
in the application, be and the same hereby are authorized subject to the pro- 
visions of this order. 

(B) This authorization shall expire unless the transactions herein author- 
ized are consummated on or before December 31, 1955. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to 
which this order relates. 


Order modifying order amending order issuing certificate 
of public convenience and necessity 
The Ohio Fuel Gas Co. 
Docket No. G-—2288 


February $3, 1955 





The Ohio Fuel Gas Company (Ohio Fuel), an Ohio corporation with its 
principal place of business in Columbus, Ohio, filed, on November 30, 1954, a 
letter of acceptance, in part, of the Commission’s order issued November 1, 
1954, in Docket No. G—2288, which order amended the original certificate 
issued March 26, 1954. 

Paragraphs (A) and (B) of the amending order authorized certain addi- 
tional facilities to be constructed, as requested by Applicant, over and above 
those certificated originally in this docket. Applicant, however, accepted 
only the facilities described in paragraph (A) of the amending order, stating 
that the additional facilities authorized in paragraph (B) are no longer 
necessary. 

Paragraph (B) of the amending order issued November 1, 1954, provides: 

(B) The order issued March 26, 1954, in Docket No. G—2288 be and 
the same hereby is amended to authorize the Ohio Fuel Gas Company to 
construct and operate 19.2 miles of 16-inch pipeline in lieu of 13.3 miles 
of 16-inch pipeline presently authorized as Project No. 5 in said order. 

Project No. 5, as authorized in the original order, would provide additional 
capacity in Ohio Fuel’s pipeline system serving the Toledo market area in 
northern Ohio. Paragraph (B) of the amended order issued November 1, 
1954 authorized additional facilities to further increase the pipeline capacity 
serving the same Toledo area. 

Ohio Fuel presently receives up to 50,000 Mcf per day from Pauhandle 
Eastern Pipe Line Company (Panhandle), of which 25,000 Mcf per day is 
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delivered at Maumee, Ohio (near Toledo), and the other 25,000 Mcf per day 
at Hollansburg, Ohio (approximately 100 miles south of Toledo). Ohio Fuel 
states that Panhandle has agreed to shift the delivery of up to 15,000 Mcf 
per day from Hollansburg to Maumee commencing December 1, 1954, and 
continuing throughout the 1954-55 winter season. The receipt of this addi- 
tional volume of gas at Maumee will enable Ohio Fuel to meet the require- 
ments of its Toledo market area without the construction of the additional 
5.9 miles of 16-inch pipeline authorized under paragraph (B) of the amending 
order issued November 1, 1954 in the above-entitled docket. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate in carrying 
out the provisions of the Natural Gas Act to amend, as hereinafter ordered, 
paragraph (B) of the Commission’s order issued November 1, 1954, in 
Docket No. G—2288. 

The Commission orders: 

(A) The order of the Commission issued November 1, 1954, in Docket 
No. G-—2288, be and the same is hereby amended by deleting therefrom para- 
graph (B) and all reference to Project No. 5 therein. 

(B) In all other respects, the conditions and authorizations set forth 
therein and the exercise of the rights granted by said order shall remain in 
full force and effect. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G—2462 
February $8, 1955 


El Paso Natural Gas Company (Applicant), a Delaware corporation with 
its principal office in El Paso, Texas, filed application with the Federal Power 
Commission on June 21, 1954, which was supplemented on December 1, 1954, 
for a certificate of public convenience and necessity pursuant to Section 7 of 
the Natural Gas Act authorizing the construction and operation of approxi- 
mately 74 miles of pipeline of various dimensions, additional compressor 
facilities of about 6,925 horsepower capacity, and other miscellaneous facilities, 
as integral parts of Applicant’s pipeline system for the transportation and 
sale of natural gas subject to the jurisdiction of the Commission, as described 
in the application on file with the Commission, and open to public inspection. 

The proposed additional facilities will be operated: (1) to make available 
to Applicant’s system additional supplies of natural gas; (2) to provide 
adequate pipeline capacity to meet peak-load requirements of certain cus- 
tomers; and (3) to augment production and facilitate the sale and delivery 
of liquefied petroleum products produced.1 Approximately 15,500 Mcf per day 
of the proposed additional gas supply for Applicant’s pipeline system will be 
obtained from the Veal and Dean-Wright Fields in Cochran County, Texas. 
The remainder of the additional supply will come from areas in which 
Applicant is presently purchasing gas. 


1 The facilities described in this item (3) do not appear to be facilities subject to the 
jurisdiction of this Commission and the authorization herein granted is not to be construed 
as authorizing such item (3) facilities. 
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The estimated cost of all the proposed facilities is $13,869,017, and their 
financing is to be out of funds derived from securities heretofore sold by 
Applicant. 

Temporary authority to construct and operate the facilities was granted 
by telegram dated December 29, 1954. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on January 31, 1955, respecting the matters involved and the issues presented 
by the application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its 
principal place of business at El Paso, Texas, is engaged in the transporta- 
tion of natural gas in interstate commerce and the sale in interstate commerce 
of natural gas for resale for ultimate public consumption, and therefore is a 
natural-gas company within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its January 11, 1944 order in Docket 
No. G-288, 4 FPC 486. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transportation and sale for resale 
of natural gas’ in interstate commerce, as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the requirements, rules, and regula- 
tions of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) 
(18 CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure 
having been satisfied, sufficient cause exists for the Commission forthwith to 
render its final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate 
the facilities hereinbefore described, subject to the jurisdiction of the Com- 
mission, all as more fully described in the application in this proceeding, for 
the transportation and sale for resale of natural gas as therein set forth, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a 
responsible official of Applicant and the general terms and conditions set 
forth in paragraphs (1), (2), (8) (i), (3) (iii), (8) (iv), and (5) of Sec- 
tion 157.20 of the Commission’s Rules and Regulations, including the Rules 
of Practice and Procedure, shall attach to the issuance of the certificate 
granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in 
actual operation as provided by paragraph (2) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure by June 1, 1955. 


FEDERAL POWER COMMISSION 
Declaration of exemption 
Cincinnati Gas & Electric Co. 
Docket No. G—2535 
February 3, 1955 


Cincinnati Gas & Electric Company (Applicant) filed an application on 
August 6, 1954, for exemption from the provisions of the Natural Gas Act, 
pursuant to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto and 
the files of the Commission, it appears that: 

(1) Applicant, with its principal place of business in Cincinnati, Ohio, is 
engaged in the transportation, distribution and sale for resale of natural gas 
within the State of Ohio; 

(2) Applicant purchases interstate natural gas from Central Kentucky 
Natural Gas Company and from the Ohio Fuel Gas Company at points all 
within the State of Ohio; 

(3) All natural gas so received by Applicant is ultimately consumed within 
the State of Ohio, and all of its facilities are located within said State; and 

(4) The Public Utilities Commission has certified that it has and is 
exercising regulatory jurisdiction over the rates, service and facilities of 
Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Cincinnati Gas & Electric Company is exempt from the provisions of the 
Natural Gas Act, and the orders, rules and regulations of this Commission 
issued pursuant thereto. 


Findings and order authorizing and approving abandonment of service 
Hope Natural Gas Co. 
Docket No. G—4351 
February 3, 1955 


On October 19, 1954, Hope Natural Gas Company (Applicant), a West 
Virginia corporation with its principal place of business in Clarksburg, West 
Virginia, filed an application with the Commission for permission, pursuant 
to Section 7 (b) of the Natural Gas Act, to abandon service being rendered 
The River Gas Company, an affiliate, under the terms of a gas storage service 
agreement, dated May 1, 1948, all as more fully represented in the application. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on January 31, 1955, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. 

The evidence of record shows that The River Gas Company (River Gas), 
one of several companies affiliated with the Applicant, has requested that 
its gas storage service agreement with the Applicant, dated May 1, 1948, be 
terminated as of September 1, 1954. In support of this request, River Gas, 
among other things, asserts: 

(a) surplus gas of River Gas for storage has decreased yearly; 

(b) future local supplies in Ohio do not indicate any gas will be available 
for storage in the future; and 
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(c) other operating arrangements are available to it in the State of Ohio. 
It does not appear that the proposed abandonment of service will impair the 
ability of Applicant or affiliated companies to maintain service to their 
customers. 

The Applicant has been authorized to cancel as of October 1, 1954, its 
Rate Schedule X-1 to its FPC Gas Tariff, Original Volume No. 2, concerning 
this service. 

The Commission finds: 

(1) Applicant, Hope Natural Gas Company, a West Virginia corporation 
having its principal place of business at Clarksburg, West Virginia, is en- 
gaged in the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, and is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of April 27, 1943, in Docket No, G—290, 3 F. P. C. 994. 

(2) Public convenience and necessity permit the abandonment of the natural- 
gas storage service being rendered by the Applicant to The River Gas Com- 
pany, an affiliate, under the terms of a gas storage service agreement dated 
May 1, 1948. 

(3) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) of 
the Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) Applicant be and it is hereby authorized to abandon the service being 
rendered The River Gas Company under the terms of a gas storage service 
agreement dated May 1, 1948, as proposed in the application filed herein. 

(B) Applicant shall report to the Commission in writing, under oath, the 
effective date of the termination of such service. 


Declaration of exemption 
Michigan Consolidated Gas Co. 
Docket No. G-6507 
February 3, 1955 


Michigan Consolidated Gas Company (Applicant) filed an application on 
December 27, 1954, for exemption from the provisions of the Natural Gas Act 
pursuant to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is a Michigan corporation, engaged in producing, purchasing, 
transporting, distributing and selling natural gas in the State of Michigan. 

(2) Applicant purchases interstate natural gas from Michigan-Wisconsin 
Pipe Line Company and Panhandle Eastern Pipe Line Company at delivery 
points all within the State of Michigan. 

(3) All natural gas so received by Applicant is ultimately consumed within 
the State of Michigan, and all of Applicant’s facilities are located within the 
said State. 

(4), The Michigan Public Service Commission has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, service and facilities of Applicant. 
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Wherefore, the Commission declares, by reason of the foregoing: 

Michigan Consolidated Gas Company is exempt from the provisions of the 
Natural Gas Act, and the orders, rules and regulations of this Commission 
issued pursuant thereto. 


Order amending orders issuing certificates of public convenience and necessity 
El Paso Natural Gas Co. 
Docket Nos. G-2106 and G-—2134 
February 8, 1955 


El Paso Natural Gas Company (Applicant), a Delaware corporation having 


its principal office at El Paso, Texas, filed a petition on June 21, 1954, 


which was supplemented on December 1, 1954, for amendment of the Commis- 
sion’s order issued June 29, 1953, 12 F. P. C. 1009, as subsequently amended, 
issuing a certificate of public convenience and necessity to Applicant in Docket 
No. G-2106. Applicant states that since the issuance of the June 29, 1953, 
order, decreases in the then anticipated availability of natural-gas supplies 
have occurred, necessitating the deletion of certain facilities and changes in 
other facilities, all as more fully described in the petition as supplemented. 

Since the original filing of the Docket No. G-—2106 application, Applicant 
has received authorizations to install facilities primarily for the purpose 
of enabling it to attach additional new sources of gas supply.1 The supple- 
mental petition shows that these new sources of gas supply more than offset 
the aforesaid decreases in availability. 

By the deletion of facilities as now proposed, the over-all estimated cost 
of the Docket No. G—2106 facilities is reduced from $175,250,000 to $153,739,769. 
The facilities authorized and proposed by the application docket numbers set 
forth in footnote 1 are estimated to cost $21,633,247. Thus the estimated cost 
of presently proposed and authorized facilities is $175,373,016. Of this amount, 
$175,250,000 is to be financed under the plan approved by our order issued 
on June 29, 1953, in Docket No. G-—2106. The remaining $123,016 will be 
financed from funds on hand. 

On May 1, 1953, the Commission issued an order in Docket No. G—2134 
whereby, among other things, Applicant was authorized to install five 1,100- 
horsepower compressor units (5,500 H.P.) in its Plains Compressor Station. 
By petition filed June 15, 1954, Applicant states that further study shows 
that four 1,350-horsepower compressor units (5,400 H.P.) in lieu of the five 
1,100-horsepower units would minimize operating costs and provide greater 
flexibility of operation. Ten additional 1,100-horsepower units (11,000 H.P.) 
were authorized for the Plains Station in the June 29, 1953, order in Docket 
No. G-2106. By petition dated June 17, 1954, Applicant requested a reduction 
in the horsepower at the Plains Station from the 11,000 horsepower author- 
ized in the Commission’s Order of June 29, 1953, to 10,800 horsepower; and 
by petition dated June 11, 1954, a further reduction in said horsepower to 
9,450 horsepower was requested. The petitions involved herein now con- 
template the installation of a total of 14,850 horsepower capacity in the 
Plains Station, consisting of eleven 1,350 horsepower units due to the changed 
conditions of operation. 





1 Docket Nos. G-2126, G-2134, G-2178, G-2356, G-2371, G-2372, G-2384 and those 
requested at Docket No. G-2462. 
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Applicant has requested that the time for completion of the Docket No. 
G-2106 facilities be extended to July 1, 1955, and that the time for completion 
of those in Docket No. G—2134 be extended to December 31, 1955. 

The parties to the proceedings in Docket Nos. G-2106 and G-2134 have 
been served with copies of the aforesaid petitions to amend, and no objection 
to the granting of said petitions has been received. 

The Commission finds: 

It is appropriate, in carrying out the provisions of the Natural Gas Act, 
that the orders issuing certificates of public convenience and necessity, as 
amended, in Docket Nos. G-2106 and G-—2134, be further amended as herein- 
after ordered. 

The Commission orders: 

(A) The order of the Commission issued June 29, 1953, in Docket No. 
G-2106, issuing El Paso Natural Gas Company a certificate of public con- 
venience and necessity, as amended by order issued February 1, 1954, be and 
the same is hereby further amended as hereinbefore described and as more 
fully described in Applicant’s petition filed June 21, 1954, as amended by 
supplemental petition filed December 1, 1954. 

(B) The order of the Commission issued May 1, 1953, in Docket No. 
G-2134, issuing El Paso Natural Gas Company a certificate of public con- 
venience and necessity, as amended by order issued November 27, 1953, be 
and the same is hereby further amended as hereinbefore described and as 
more fully described in Applicant’s petition filed June 15, 1954. 

(C) The time for completion of construction of the facilities authorized in 
Docket No. G-2106 is extended to July 1, 1955, and the time for completion 
of those authorized in Docket No. G—2134 is extended to December 31, 1955. 


Order denying motion to dismiss applications 
Cities Service Gas Co., Signal Oil and Gas Co. 
Docket Nos. G-2569, G-257' 

February 4, 1955 


The Cities of Kansas City, Missouri, e¢ al. interveners and resale cus- 
tomers of Cities Service Gas Company (Cities Service), filed on November 2, 
1954, a motion to dismiss the applications for certificates in the above-entitled 
proceeding. Cities Service, on November 10, and Signal Oil and Gas Company 
(Signal) on November 12, filed answers requesting that said motion be denied. 

This proceeding involves the proposed sale by Signal, an independent pro- 
ducer, of an average of 30,000 Mcf a day of residue gas to Cities Service, 
and the interdependent proposal of the latter to construct and operate ap- 
proximately 15.5 miles of 16-inch pipeline to transport such gas for ultimate 
general system use. Temporary certificates were granted both applicants 
on August 25, 1954, and delivery and sale of gas pursuant to such authoriza- 
tion has commenced. Hearings in this matter were completed on December 16, 
1954. The matter is now before the presiding examiner for his initial de- 


1 The Cities of Kansas City, Missouri, Kansas City, Kansas, Springfield, Missouri, and 
The Board of Public Utilities of the City of Springfield, St. Joseph, Missouri, Joplin, 
Missouri, Independence, Missouri, Leavenworth, Kansas, Atchison, Kansas, and Carthage, 
Missouri, were permitted to intervene by order issued October 25, 1954. 


468917—59. 37 
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cision, a motion to omit the intermediate decision procedure having been 
denied by order issued December 31, 1954. 

Signal purchases casinghead gas from a large number of producers under 
contracts providing for passage of title to the gas, without regard to its 
ultimate usage, at the point of delivery after separation of oil from gas. 
Payment for such casinghead gas is based on a percentage of the gross 
revenues received by Signal for residue gas sold and liquefiable hydrocarbons 
extracted. Signal, in its application, does not represent any of the independent 
producers from which it purchases casinghead gas, and the record in this 
proceeding does not show whether any of such producers have filed applica- 
tions for certificates covering their sales to Signal. 

The Cities of Kansas City, Missouri, et al., assert in their motion to dismiss 
that certificates cannot be issued applicants in this proceeding until Signal’s 
producer-sellers at least have filed applications for certificates covering their 
sales to Signal. The motion alleges that (a) such applications are inter- 
dependent and, hence, Section 157.23 (b) of Order No. 174-A has not been 
complied with since Signal’s producer-sellers have not filed applications 
simultaneously with that of Signal; (b) since Signal’s producer-sellers have 
not presented evidence of their ability and willingness to make deliveries and 
sales to Signal, the statutory finding required by Section 7 (e) of the 
Natural Gas Act that “* * * applicant is able and willing properly to do the 
acts and perform the service proposed * * *” cannot be made; and (c) Signal 
has made no attempt to justify its proposed 12-cents-per-Mcf rate. 

The motion should be denied. Signal’s producer-sellers are not necessary 
parties to this proceeding. We do not question the willingness of Signal’s 
producer-sellers to abide by the terms of their contracts and continue to 
deliver gas to Signal, and Signal has presented evidence of the gas reserves 
of its producer-sellers so that the question of ability to deliver gas has been 
developed on the record in this proceeding. Whether Signal has justified or 
must justify its proposed 12-cents-per-Mcf rate is a matter for argument in 
briefs and determination in the ultimate decision in this proceeding. Lastly, 
as indicated in the Barnhart case,? hearing and decision on an application 
by a gasoline plant operator, purchasing under the type of contracts involved 
in this proceeding, need not be delayed pending the filing of applications for 
certificates by the sellers of casinghead gas, or pending a determination of 
whether such filings are required. 

Our action in disposing of the motion to dismiss is not inconsistent with 
Sections 154.91 (b) and 157.23 (c) of Order No. 174-B, issued December 17, 
1954. While Signal has not availed itself of these newly-adopted sections by 
amending its application, it has furnished a list of its producers which is in 
the record as an exhibit so that most of the information referred to in these 
sections is available. 

The motion to dismiss necessarily assumes that producers of casinghead 
gas such as those selling to Signal are subject to the provisions of the Natural 
Gas Act under the Phillips case In disposing of the motion to dismiss it 
is unnecessary to pass on this question. Whether sales of casinghead gas 
similar to those made to Signal are sales in interstate commerce for resale 
within the jurisdiction of this Commission may more appropriately be de- 
termined under other circumstances, particularly where the question is raised 
more directly or is necessary to decision. 


2In the Matter of Barnhart Hydrocarbon Corporation, Docket No. G-2543, order issuing 
certificate issued October 22, 1954. 
3347 U. 8. 672. 
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The Commission finds: 

For the reasons stated above, the motion of the Cities of Kansas City, 
Missouri, et al., to dismiss the applications in this proceeding should be denied. 

The Commission orders: 

The motion to dismiss the applications for certificates in the instant pro- 
ceeding filed November 2, 1954, by the Cities of Kansas City, Missouri, et al., 
be and is hereby denied. 


Order further amending order issuing certificate 
of public convenience and necessity 


The Manufacturers Light and Heat Co., Natural Gas Co. of West Virginia, 
and Home Gas Co. 


Docket No. G-—1893 
February 4, 1955 


Manufacturers Light and Heat Company (Applicant), a Pennsylvania cor- 
poration with its principal place of business in Pittsburgh, Pennsylvania, filed, 
on December 1, 1954, a motion to amend its certificate issued May 1, 1953, as 
modified on October 21, 1953, in Docket No. G—-1893, 12 F. P. C. 599, 646, which 
authorized, among other things, the construction and operation of certain 
facilities described as Job No. 1. Applicant requests that authorization for 
Job No. 1 be eliminated. 

Job No. 1, as heretofore authorized, involved the construction and opera- 
tion of 0.71 miles of 6-inch pipeline from Greentree Borough to Banksville 
Road in Pittsburgh, Pennsylvania, to better serve Applicant’s requirements in 
portions of Dormont and Mt. Lebanon, Pennsylvania. The proposed 6-inch 
line was to have been laid along McMonagle Road, which was to have been 
relocated by the Allegheny County Department of Highways in 1952. Ap- 
plicant states that the road has not been relocated and that it is not willing 
to construct the authorized pipeline since early relocation might be required. 

Applicant further states that it was authorized by the Commission’s order 
issued August 16, 1954, in Docket No. G—2479, to construct and operate ap- 
proximately 4.2 miles of 16-inch pipeline to replace an existing 10-inch line 
between Fairhaven Station in Pittsburgh and Greentree Borough, which project 
was described as Job No. 8 in said docket. 

Applicant states that Job No. 8 authorized in Docket No. G-2479 will enable 
it to meet the requirements of Dormont and Mt. Lebanon through 1957, 
including those portions which would have been served by Job No. 1 authorized 
in Docket No. G—1893. 

Service of the petition to amend, set forth above, has been made on all 
parties to this proceeding and no protests or other response have been received 
within the 10-day period allowed for such action. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate in carrying 
out the provisions of the Natural Gas Act to further amend, as hereinafter 
ordered, the order of the Commission, issued in this proceeding on May 1, 
1958, in Docket No. G—1893. 

The Commission orders: 

(A) The order of the Commission, issued May 1, 1953, issuing a certificate 
of public convenience and necessity in Docket No. G—1893, be and the same is 
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hereby further amended by eliminating therefrom authorization to construct 
and operate Job No. 1 as hereinbefore described. 

(B) In all other respects, the conditions respecting the issuance of and 
the exercise of the rights granted by said certificate of public convenience and 
necessity shall remain in full force and effect. 


Findings and order directing sale and delivery of natural gas 
Kane Gas Light & Heating Co. 
Docket No. G-4839 
February 4, 1955 


Kane Gas Light & Heating Company (Applicant), a Pennsylvania cor- 
poration with its principal place of business at Kane, Pennsylvania, filed an 
application on November 15, 1954, as supplemented on December 8, 1954, for 
an order, pursuant to Section 7 (a) of the Natural Gas Act, directing Manu- 
facturers Light & Heat Company (Manufacturers) to establish physical 
connection of its natural gas transportation facilities to the distribution mains 
of Applicant at Kane, Pennsylvania, for the purpose of supplying, transmitting 
and delivering natural gas to Applicant. 

Manufacturers filed its answer to the application on December 3, 1954, 
stating that it has no objection to being directed by the Commission to 
establish physical interconnection with and render natural gas service to 
Applicant. Manufacturers stated further that the volumes requested by 
Applicant would not adversely affect either Manufacturers’ or its existing 
customers’ gas supply, and that its existing facilities are adequate to deliver 
the volumes requested and that no additional facilities, other than the 
physical connection and tap, will be required. 

Applicant states that it now serves natural gas to approximately 3,141 cus- 
tomers in the Boroughs of Kane and Mt. Jewett and surrounding territory in 
Pennsylvania. Most of Applicant’s present gas supply is purchased from 
Pennsylvania Counties Gas Corporation, who obtains its gas from local 
production and purchases. Applicant expects its load to increase with local 
gas diminishing. Applicant is requesting a supplementary source of supply to 
bolster diminishing local production and to obtain adequate pipeline pressures 
in the Kane area. 

The following summarizes the total estimated requirements of Applicant, 
including 10,000 Mcf per year for unaccounted-for gas, for the years 1955, 
1956, and 1957, as presented in the application: 


Requirements (Mcf) 


Year Annual Peak day 
cc niteinarbcepncockearpsanndaneiinaegvatngincemieburasonntete 515, 632 3, 000 
Saiidésnchuansasoundetnbansnetesuseusnssocscuengsessetdcnotaouciinbesssshenes 540, 914 3, 000 
WOR cintidhoccciccndconawebidhobancénaddcccbocdsuntadenccssestedsttlishucocdhiosee 567, 460 3, 000 


The following tabulation shows the estimated annual gas supplies, by sources, 
for the years 1955, 1956, and 1957, including the volumes anticipated to be re- 
ceived from Manufacturers: 
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Supplies (Mcf) 


Penn. Counties Gas Corp 
Manufacturers 








On a daily basis, Applicant is requesting 200 to 300 Mcf per day from 
Manufacturers. 

Applicant proposes to construct and operate an interconnection with Manu- 
facturers approximately 3,500 feet north of Kane Borough on State Highway 
No. 68, Westmore Township, McKean County, Pennsylvania, where two existing 
6-inch lines of Manufacturers cross two existing 3-inch lines of Applicant. 
The connection will be made only to one of the 6-inch lines of Manufacturers 
and to either one or both of Applicant’s lines, depending upon pressures and 
other considerations. 

After due notice of the application herein by publication in the Federal 
Register on December 29, 1954 (19 FR 9302), no petition to intervene or 
protest to the granting of the application has been received. 

The Commission finds: 

(1) The Manufacturers Light & Heat Company, having its principal place 
of business in Pittsburgh, Pennsylvania, is engaged in the transportation 
and sale of natural gas in interstate commerce for resale for ultimate public 
consumption, subject to the jurisdiction of the Commission, and is, therefore, 
a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of December 29, 1944, at 
Docket No. G-593, et al., 4 F. P. C. 821. 

(2) Applicant is a public utility duly organized and existing under the laws 
of the Commonwealth of Pennsylvania and is engaged in the business of 
producing, purchasing, distributing, and selling natural gas in the Boroughs 
of Kane and Mt. Jewett and surrounding territory in Pennsylvania. 

(3) It is necessary and desirable in the public interest to direct Manufac- 
turers Light & Heat Company to establish physical connection of its trans- 
mission mains with the facilities proposed to be constructed and operated by 
the Applicant, and to sell and deliver to Applicant its proposed natural gas 
requirements under Manufacturers’ appropriate rate schedules on file with 
the Commission. 

(4) The requirement that Manufacturers serve Applicant, as proposed, will 
not place an undue burden upon Manufacturers, nor require it to enlarge its 
transportation facilities for such purpose, nor impair its ability to render 
adequate service to its customers. 

The Commission orders: 

(A) Manufacturers Light & Heat Company be and it is hereby directed to 
establish physical connection with the facilities of Applicant, together with 
such metering, regulating and appurtenant facilities as may be required 
therefor, and to deliver natural gas to Applicant pursuant to Manufacturers’ 
appropriate rate schedule on file with the Commission. 

(B) Manufacturers shall report to the Commission, in writing and under 
oath, the date of commencement of service to Applicant. 
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Order on rehearing denying modification of order issuing license (major) 
The Montana Power Co. 
Project No. 2109 
February 10, 1955 


The Commission on February 3, 1953, entered an order issuing a license to 
The Montana Power Company, of Butte, Montana, for constructed major 
Project No. 2109, known as the Morony Hydroelectric Development, located on 
the Missouri River, navigable waters of the United States, in Cascade County, 
Montana. The project was completed and placed in operation in January 1930. 

The license for the project was issued February 6, 1953, 12 F. P. C. 833, for 
a period effective January 1, 1938, and terminating December 31, 1979. The 
license fixed annual charges to be paid effective as of January 1, 1938. 

On March 4, 1953, The Montana Power Company filed a petition for re- 
hearing in which it requested modification of the initial effective and ter- 
mination dates of the license and the initial effective date of the annual 
charges, and further requested that the provision in the order issuing the 
license requiring that the license be accepted and returned within 60 days 
be stayed pending action on the petition and any rehearing granted pursuant 
to it. The Commission on March 25, 1953, issued an order granting rehearing 
and stay. 

After a conference between members of the Commission’s staff and Company 
representatives, the Company filed a letter on June 19, 1953, requesting that 
the license for Project No. 2109 be made effective for a period of 50 years 
from December 7, 1948, and that the annual charges be made effective as of 
that date, which is the date upon which the Commission issued its Opinion 
No. 170 and order in Docket No. IT-5840, requiring the Company to file 
an application for license for Project No. 2109, as well as for several other 
constructed projects owned by the Company and located in the Missouri 
River Basin. In addition, the June 19, 1953, letter set forth the reasons 
which the Company believes supports its request for modification of the effec- 
tive dates in question. 

In a letter filed March 22, 1954, the Company informed the Commission 
that it has plans to issue bonds in the near future and urged that the issues 
involved upon this rehearing be decided at the earliest possible date. From 
this we understand that the Company desires a decision in this proceeding 
without further opportunity to present additional information or argument. 

As the Company knows from past experience in applying for and accepting 
a license under the Act for another project, it has been the general practice 
of the Commission in the past to issue licenses for projects constructed with- 
out prior valid Federal authority to fix June 30, 1970, as the termination 
date of the license in those cases involving projects constructed prior to 
1920 and which have not gone through any major redevelopment or recon- 
struction subsequent to 1920, and in those cases involving projects constructed 
or redeveloped after 1920 the term of the licenses has generally been fixed as 
50 years from the date of completion of construction or redevelopment. In 
such cases the effective date of the licenses has generally been fixed as 
January 1, 1938, provided, of course, the project was constructed prior to 
that date. 
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The reasons for following the above practice in this case are as follows: 
In December 1937 the Commission commenced a general investigation of 
unlicensed projects, including Project No. 2109, and since that time has spent 
considerable sums in that investigation. 

Since the project was built in a navigable water of the United States 
without any prior Federal authority, it has been in trespass from the time 
of its original construction, notwithstanding the fact that such trespass may 
not have been intentional under the circumstances surrounding the con- 
struction and operation of the project. Consequently, the license issued 
could have been made effective as of the date construction was commenced 
in 1928 rather than as of January 1, 1938, the approximate date upon which 
the Commission commenced to incur substantial administrative expense in 
connection with projects operating without requisite Federal authority. 

The term of the license was limited to 50 years from 1930, the date the 
project was placed in operation, because to grant a longer term, say 50 years 
from December 7, 1948, as requested by the Company, would result in a term 
approximately 19 years longer than the term fixed for other projects put in 
operation in 1930 and for which appropriate and timely applications for 
licenses were filed. To grant the Company’s request for modification of the 
various effective dates would be to accord it a special privilege not accorded 
other companies which applied for appropriate authority at an earlier date 
and a privilege not contemplated by the Congress in the statute limiting the 
license period to 50 years. 

We have considered the facts presented and representations made by the 
Company in support of its contention that under the circumstances of this 
particular case the Commission would be justified, as a matter of discretion, 
in granting the modification requested, but we are not convinced that either 
the alleged lack of willful violation of the statute or the claimed adverse 
effect upon the future financing program of the Company, even if supported— 
which does not appear to be the case—is sufficient to justify any deviation 
from our past practice in fixing initial and termination dates and initial dates 
for annual charges in cases of this type. 

The Commission finds: 

No new facts have been presented or alleged and no new principles of law 
have been set forth which either were not fully considered by the Com- 
mission before it issued its February 3, 1953, order issuing the license for 
Project No. 2109, or having now been considered, warrant modification of 
the aforesaid order. 

The Commission orders: 

(A) The modification of the order entered February 3, 1953, issuing license 
for Project No. 2109 is hereby denied. 

(B) This order shall become final 60 days from the date of its issuance 
unless a petition for review is filed as provided by Section 313 (b) of the Act, 
and failure to file such a petition shall constitute acceptance of the license 
previously issued for Project No. 2109. In acknowledgment of the acceptance 
of the license, it shall be signed for the Licensee and returned to the Com- 
mission 30 days from the date of issuance of this order. 

Chairman Kuykendall not participating. 
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Order directing physical connection of facilities and sales of natural gas 
Tennessee Gas Transmission Co. and Central Hudson Gas & Electric Corp. 
Docket Nos. G-2331 and G-2419 
February 11, 1955* 


Rockland Light and Power Company (Rockland), a New York company 
engaged in the local distribution of natural gas in Orange and Rockland 
Counties, New York, intervened in Docket No. G-2331 seeking an order direct- 
ing Tennessee Gas Transmission Company (Tennessee) to deliver and sell 
natural gas to Rockland for resale. 

Central Hudson Gas & Electric Corporation (Central Hudson), a New York 
corporation engaged in the distribution of natural gas in Dutchess, Orange and 
Ulter Counties, New York, intervened in Docket No. G—2331, and filed an ap- 
plication in Docket No. G-2419, pursuant to Section 7 (a) of the Natural Gas 
Act, for an order directing Tennessee to establish physical connection of its 
transmission facilities with proposed facilities of Central Hudson and to deliver 
and sell natural gas to Central Hudson for resale. 

By our Opinion No. 279 and accompanying order, issued December 28, 1954, 
in Docket Nos. G—2331, et al., we disposed of all pertinent issues therein but 
deferred decision concerning all matters involved and the issues presented by 
the Rockland and Central Hudson interventions in Docket No. G-—2331, the 
Central Hudson Section 7 (a) application in Docket No. G-2419, and the Home 
Gas Company (Home) interventions in both dockets, until after oral argument 
on such matters and issues before us. The oral argument was held, as ordered, 
on January 14, 1955, with Rockland, Central Hudson, Home, and Commission 
Staff participating. 

Tennessee has not objected to the requests for service, nor has Tennessee 
raised any objection to the deliveries of gas to Rockland and Central Hudson 
in the manner requested. Delivery and sale of the volumes of natural gas 
requested by Rockland and Central Hudson would not adversely affect Ten- 
nessee’s gas supply to existing and presently authorized customers, and its 
existing and presently authorized facilities, other than the physical inter- 
connections necessary, could adequately render the service. 

The problems in the case arise from Home’s objections to service by Ten- 
nessee to Rockland and Central Hudson. At the present time, Home supplies 
all the natural gas distributed by Central Hudson and is the major supplier 
of Rockland. Home opposes the Rockland and Central Hudson requests for 
Tennessee service principally on the grounds that the authorization of such 
service will constitute an invasion of its certificated markets and create a 
competitive situation adverse to its own interests, as well as those of its other 
customers; that Home will not be able to replace the market lost by such 
authorization; and that the economic advantages to Rockland and Central 
Hudson by the purchase of gas from Tennessee are not such as to warrant the 
authorizations requested. 

Home contends that an order of this Commission directing Tennessee to 
serve Rockland and Central Hudson “will be tantamount to establishing a 
precedent that companies holding certificates of public convenience and neces- 
sity are granted no protection at all from competition, since a lower rate in 


* Epitor’s Note: Affirmed 231 F. 2d 252 (CADC, 1956) Cert. denied 352 U. 8. 831. 
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and of itself would be a sufficient reason to permit a Buyer company to 
switch from its present supplier to a new supplier.” 

Neither Rockland nor Central Hudson propose to “switch” suppliers, and 
our authority under the Natural Gas Act to direct a competitive supplier to 
render such service as is requested herein has long been settled. In the Matter 
of Michigan-Wisconsin Pipeline Company, 6 F. P. C. 1, 58; Panhandle Eastern 
Pipe Line Company v. F. P. C., 169 F. 2d 881, C. A. D. C., cert. denied, 335 
U. S. 854. 

We recognize, however, that there are countervailing equities in this pro- 
ceeding. On the one hand, if a supply of gas can be obtained by a distribution 
company from a long-line pipeline company, such as Tennessee, at lower rates 
than those of a supplier, such as Home, which receives its supply through the 
complex Columbia Gas System, the customers of such distributor would be 
benefited. Furthermore, a connection with a second supplier is a form of 
insurance against the possibility of interruption of service. On the other hand, 
if Home’s market for gas is impaired, Home and its remaining customers may 
sustain an increased burden. 

We are familiar with the market requirements of Home and other members 
of the Columbia system from numerous rate and certificate proceedings before 
the Commission, and are cognizant of the fact that the requirements of Home’s 
other customers will continue to grow, so that a small, gradual reduction in 
the volumes sold to Rockland and Central Hudson would be more than offset 
by Home’s growing market and would not be injurious to Home. However, a 
sharp and severe curtailment of purchases by Rockland and Central Hudson 
would have a significant effect upon Home’s revenues. In these circumstances, 
we have examined each petition to determine whether the requested service 
can be directed without injury to Home or whether such service must be 
limited or otherwise conditioned to protect Home and the customers who must 
continue to depend upon Home for their supply of gas. After such considera- 
tion, we have concluded that the public interest requires service by Tennessee 
to Rockland and Central Hudson but also that the public interest requires a 
limitation of such service so that the service by Tennessee to these two com- 
panies, taken together, will not have a significant effect upon Home’s sales. 

Rockland’s Petition.—Rockland owns and operates several distribution systems 
in communities adjacent to Home’s pipeline and which are dependent upon 
Home for their supply. Rockland also operates a number of distribution 
systems which are interconnected and supplied by gas from Algonquin Gas 
Transmission Company and Home. Under the contract-demand volumes pro- 
vided for in existing service agreements, Rockland has available to it 24,400 
Mcf of natural gas per day from Home and 5,000 Mcf per day from Algonquin 
Gas Transmission Company. Rockland seeks here to obtain a supplemental 
supply of gas from Tennessee with a maximum delivery of 5,000 Mcf per day 
for the period from December 1, 1955, to December 1, 1957, and 7,000 Mcf per 
day thereafter to supply the interconnected communities. 

Rockland’s total peak-day and annual supply and requirements are estimated 
as follows (Exhibit 214) (Mcf): 


1 The Columbia Gas System’s “Blue Book” which projects the growth of peak day and 
annual requirements has been submitted informally to the Commission and admitted as 
a formal exhibit. See Exh. 44, Docket No. G-1966, et al.; Item K, Docket No. G-2464; 
Prhs. 140, 144 and 162, Docket No. G-1850, et al.; Exhs. 20 and 21, Docket No. G-2058; 
Exh. 1, Docket No. G-1175. 
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1954 1955 | 1956 1957 | 1958 | 1959 


REQUIREMENTS 


Peak day 35, 918 42, 942 49, 058 55, 513 
, 7 4, 671,328 | 5,510,199 | 6,201,208 | 6,923,199 
Interruptible ! 275, 840 328, 832 626, 340 


REQUESTED SUPPLY 
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1 Rockland proposes to use or to market these volumes as interruptible load only if service by Tennessee 


is —- Such sales would be necessary to dispose of gas required to be purchased under Tennessee’s 
tariff. 


These estimates of increasing gas need appear to be reasonable in the light 
of the evidence of record, which shows that the area served by Rockland is 
experiencing a rapid residential growth because of its proximity to the New 
York metropolitan area and the trend to suburban development. 

The record further shows that Tennessee’s Hebron-Greenwich transmission 
line (authorized in Opinion No. 279) will be located in part in Rockland 
County, New York, and will intersect or pass very close to Rockland’s 8-inch 
line at Tappan, New York, which is of sufficient capacity to transport the 
volumes of gas requested by Rockland from Tennessee. Thus, any expendi- 
ture required in order for Rockland to receive gas from Tennessee may be 
considered negligible. 

In addition to the important advantage of having available to it a needed 
additional supply of gas in order to meet the rapidly expanding requirements 
in its area, there are advantages to Rockland of purchases of natural gas 
from Tennessee of an economic nature. Savings in the cost of gas purchased 
from Tennessee rather than Home would amount to approximately $164,000 
in 1956 and $207,000 in 1958. With the use of Tennessee’s proposed storage 
service? even larger savings could be effected. Similarly, the delivery of gas 
by Tennessee would render unnecessary the looping of Rockland’s 6-inch line 
to Orangeburg and other distribution system additions and the consequent 
expense in order to take its expanding requirements from Home. 

As can be seen from the foregoing tabulation, the program outlined by 
Rockland cannot injure Home, because Rockland will increase both its peak 
day purchases and its total volumetric purchases from Home above the 1954 
level. However, to insure that the deliveries by Tennessee correspond with 
Rockland’s proposal, we shall piace limits upon the peak and annual deliveries 
by Tennessee. Accordingly, Tennessee will be authorized to deliver to Rock- 
land up to 5,000 Mcf per day, but not exceeding 1,287,000 Mcf per year, 
through 1957 and thereafter a daily maximum of 7,000 but not exceeding 
1,800,000 Mcf per year. 


2 Both Rockland and Central Hudson express intentions to avail themselves of the 
storage service which Tennessee will offer its customers at some time in the future. Such 
storage service, however, was not authorized in Opinion No. 279 and will be the subject 
of a later application to be filed by Tennessee. 
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Central Hudson’s Petition—Central Hudson buys all its natural gas from 
Home, but still supplies certain areas of its distribution system from a manu- 
factured gas plant. Because Central Hudson’s connection with Home are by 
river crossings, and because of other possibilities of interruption attributable 
to the nature of its system and the area served, Central Hudson has been 
reluctant to place full dependence upon Home for its entire supply, and for 
this reason has maintained its manufactured gas plants, with a total capacity 
very nearly equal to its peak requirements, as standby emergency equipment. 
These facts provide strong reasons in support of Central Hudson’s request for 
natural gas from Tennessee. Such a supply would permit Central Hudson to 
develop and serve with natural gas market areas now served entirely by 
manufactured gas; and, with a second source, Central Hudson could retire all 
its manufactured gas facilities except those required for peak shaving. 

Had Central Hudson limited its request to volumes sufficient to fulfill these 
purposes, we would have no problem in ordering the service as requested. 
But Central Hudson has a more ambitious proposal, namely, to build some 
48 miles of 12-inch transmission line at an estimated cost of $2,328,000. The 
feasibility of such a project appears to depend in part upon the purchase and 
transmission of relatively large volumes of gas from Tennessee, and upon a 
significant reduction of purchases from Home. However, a small reduction in 
Central Hudson’s purchases from Home would not injure Home if brought 
about gradually so that this loss in sales volumes could be absorbed in Home’s 
growing sales to other markets. 

The record does not indicate what changes in Central Hudson’s project 
would be required to accommodate a smaller volume of deliveries from Ten- 
nessee, but we have no doubt that some flexibility exists in the project design 
at this stage of its planning. Therefore, we shall limit deliveries by Tennessee 
to Central Hudson similar to the limitation on deliveries to Rockland, but 
shall order deliveries in sufficient magnitude to provide for the growth in 
Central Hudson’s present market and the shift from manufactured gas to 
natural gas. Central Hudson’s forecast of peak day and annual requirements 
and the supplies as sought by it are set forth below (from Exh. 159). Central 
Hudson anticipates that with the addition of a source in the northern area 
of its system from Tennessee, it can develop substantially greater market 
requirements than here shown: 








1954 | 1955 | 1956 | 1957 | 1958 | 


(Mef) 
REQUIREMENTS 





Peak day 13, 650 | 15, 150 | 16, 500 17, 900 19, 200 
2,040,777 | 2,211,000 | 2,381,000 | 2,550,000 | 2,717,000 


REQUESTED SUPPLY 
Peak day: : 
Home 8, 6 } | . 7, 700 7, 700 
Tennessee pha -| , | 10, 200 10, 600 
Produced abil 5,050 | ' 900 | 
: | 





1, 926, 256 | 2, 138, 000 347, 000 440, 000 
SRGEER..... nonncntnsevedelaus “4 . 2, 275, 000 | 
Produced 114, 521 3, 2, 000 





The foregoing figures indicate that Central Hudson’s market growth through 
1957 will require about 4,200 Mcf additional supply on a peak day and 
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500,000 Mcf per year more than the 1954 requirements. In addition, the shift 
to natural gas in the Catskill area will require peak volumes of 240 Mcf to 
substitute for the manufactured gas plant having an equivalent capacity, and 
further volumes will be required by prospective customers in small com- 
munities along the route of the proposed line. Therefore, it appears that 
through the year 1957, a maximum additional supply of 4,500 Mcf per day 
from Tennessee should meet Central Hudson’s requirements when taken in 
conjunction with the supply from Home. We recognize that when Central 
Hudson takes a peak day volume of that amount, under Tennessee’s tariff, 
it will be compelled to purchase about 1,100,000 Mcf per year. If Central 
Hudson takes that volume and no more, the impact upon Home’s total opera- 
tions in 1956-57 will not be material. Consequently, we shall limit Tennessee’s 
initial deliveries to such amounts. Thereafter, the growth on Central Hudson’s 
system will require, and the development of Home’s other markets will permit, 
an increase in such deliveries by Tennessee to a maximum daily volume of 
6,500 Mcf with maximum annual volumes of 1,600,000 Mcf. 

Consent to Limitations.—The deliveries by Tennessee to Central Hudson and 
Rockland will be authorized and directed subject to the limitations upon peak 
day and annual volumes indicated above. Inasmuch as there is no assent of 
record by Rockland and Central Hudson to such limitations, such companies 
may accept such conditions by entering into service agreements with Tennessee 
before deliveries by Tennessee are made. The volumetric limitations placed 
on Tennessee’s deliveries are, of course, not unalterable, but may be modified 
as time and circumstances warrant, and the acquiescence by Rockland or 
Central Hudson to this limitation will not preclude such companies from 
hereafter requesting and demonstrating that there is a need for and that the 
public interest permits modification of the limitations imposed. 

The Commission further finds: 

(1) Tennessee Gas Transmission Company, a Delaware corporation, is a 
“natural-gas company” within the meaning of the Natural Gas Act and subject 
to the jurisdiction of the Commission as heretofore found. 

(2) Tennessee is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(3) Rockland Light and Power Company is engaged in the local distribution 
of natural gas in the State of New York. 

(4) Central Hudson Gas & Electric Corporation is engaged in the local dis- 
tribution of natural gas in the State of New York. 

(5) The physical interconnections of facilities and the services hereinafter 
ordered to be provided by Tennessee to Rockland and Central Hudson are 
necessary and desirable in the public interest, and will place no undue burden 
upon Tennessee. Such interconnections and sales will not require the enlarge- 
ment of Tennessee’s facilities, nor will they impair Tennessee’s ability to 
render adequate service to its existing and authorized customers. 

(6) Public convenience and necessity requires that the service to be ren- 
dered by Tennessee be limited as hereinafter ordered and conditioned. 

The Commission orders: 

(A) Tennessee be and it is hereby directed to construct necessary inter- 
connections of its transportation facilities with the proposed or existing 
facilities of Rockland and Central Hudson and deliver and sell volumes of 
natural gas not in excess of 5,000 Mcf per day or 1,287,000 Mcf per year for 
the period December 1, 1955, to December 1, 1957, and not in excess of 7,000 Mcf 
per day or 1,800,000 Mcf per year thereafter to Rockland; and not in excess 
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of 4,500 Mcf per day or 1,100,000 Mcf per year for the period December 1, 
1955, to December 1, 1957 and not in excess of 6,500 Mcf per day and 1,600,000 
Mcf per year thereafter to Central Hudson, under appropriate rate schedules: 
Provided, however, That if Rockland and Central Hudson shall not have con- 
structed, by December 1, 1955, the facilities necessary to enable them to accept 
deliveries from Tennessee as herein directed, then Tennessee shall be relieved 
of the duty to render the service herein ordered. 

(B) Tennessee shall report to the Commission, in writing and under oath, 
the date of commencement of the service directed in paragraph (A) above. 
Chairman Kuykendall not participating. 


Order rejecting proposed notices of termination of rate schedules 


La Gloria Oil and Gas Co., Irene Sheerin, et al., Wiltex Corp., 
C. C. Small and Binford Arney, and Continental Oil Co. 


February 14, 1955 






La Gloria Oil and Gas Company, Irene Sheerin, et al., Wiltex Corporation, 
and C. C. Small and Binford Arney on October 1, 1954, and Continental Oil 
Company, independent producers, on November 29, 1954, each submitted for 
filing notices of proposed termination of their respective sales to Texas 
Illinois Natural Gas Pipeline Company of natural gas produced in the La Gloria 
Area Field (Jim Wells and Brooks Counties, Texas). 

The notices of termination, in each instance, include a letter dated Sep- 
tember 10, 1954, to Texas Illinois, advising that under the provisions of Sec- 
tion 8 of the gas sales contracts dated January 21, 1950 (submitted by each 
of the producers as its basic rate schedule in effect on June 7, 1954, for the 
sale of natural gas to Texas Illinois), each seller is serving notice of the 
intent to terminate such contract effective 30 days after receipt of such 
notice or as soon as the seller can so terminate his contract without violating 
any order of this Commission. Each proposed notice also states that the seller 
assumes that Texas Illinois will wish to have deliveries continue under the 
terms and conditions set out in the basic rate schedule, as supplemented, until 
such time as the pending litigation on the validity of the Commission’s Order 
No. 174-A is finally determined. In addition to the aforementioned letter 
dated September 10, 1954, the four notices filed on October 1, 1954, also 
included a notice dated September 30, 1954, advising this Commission of the 
sellers’ intent to terminate their respective sales. 

Texas Illinois, on October 14, 1954, filed a protest against the proposed 
terminations. In addition, the questions. raised by the proposed notices have 
already been set down for hearing by the Commission’s order issued Jan- 
uary 10, 1955, In the Matter of Argo Oil Corporation, et al., Docket No. G-6810, 
etc., to which each of the aforementioned producers is a party. 

Each of the proposed notices of termination of the gas sales contracts, in 
effect, constitutes an abandonment of sale and service without the permission 
and the approval of the Commission first had and obtained, after due hearing, 
pursuant to Section 7 (b) of the Natural Gas Act. 

The Commission finds: 

The notices of termination dated September 30, 1954, submitted by La Gloria 
Oil and Gas Company, Irene Sheerin, et al., Wiltex Corporation and.C. C. Small 
and Binford Arney, and the termination letters dated September 10, 1954, sub- 
mitted. by all five aforementioned independent producers, purporting to aban- 
don the sales and services to Texas Illineis. without, prior approval by the 
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Commission pursuant to Section 7 (b) of the Natural Gas Act, should be 
rejected. 


The Commission orders: 

The notices of termination dated September 30, 1954, submitted by La Gloria 
Oil and Gas Company, Irene Sheerin, et al., Wiltex Corporation and C. C. Small 
and Binford Arney, and the termination letters dated September 10, 1954, 
submitted for filing by La Gloria Oil and Gas Company, Irene Sheerin, et al., 
Wiltex Corporation, C. C. Small and Binford Arney, and Continental Oil 
Company, purporting to terminate the rate schedules and abandon the sales 
and service thereunder to Texas Illinois, be and the same hereby are rejected. 

Commissioners Digby and Draper not participating. 


Order partially revoking authorization to construct and operate facilities 
Mid-Georgia Natural Gas Co. 
Docket No. G-—2015 
February 16, 1955 


On December 11, 1953, the Commission modified the decision of the Pre- 
siding Examiner in this matter of October 26, 1953, so as to provide in para- 
graph (B) (i) of said Order that the Applicant herein, Mid-Georgia Natural 
Gas Company (Mid-Georgia), shall receive a certificate of public convenience 
and necessity to construct and operate facilities to be used in rendering natural 
gas service to the communities of Conyers, Millstead, Porterdale, Covington 
and Oxford, Georgia. 

However, the issuance of such certificate was made subject in paragraph 
(B) (iii) of said Order, 12 F. P. C. 775, to: 

* * * the express condition that Mid-Georgia shall obtain from the City 
of Covington, and the Town of Oxford, Georgia, which it proposes to 
serve, new franchises properly validated pursuant to Georgia law, or a 
ratification by the aforementioned communities of franchises previous 
issued, or obtain from the proper courts of Georgia an affirmative declara- 
tory judgment of the validity of such franchises. Mid-Georgia shall within 
6 months from the date of issuance of the order herein, file with the 
Commission in satisfaction of this condition and as evidence that it 
possesses appropriate franchise authorization from said communities, 
certified copies of the authority which it asserts constitutes lawful 
franchise grants to construct and operate distribution systems for the 
purpose of supplying natural gas in the City of Covington and the 
Town of Oxford * * *. 

Subsequent to the issuance of the above-described Order of December 11, 
1953, the City of Covington, Georgia, an intervener in this matter, filed with 
the Commission, on January 8, 1954, a Petition for Rehearing setting forth 
certain allegations as to why Mid-Georgia’s conditional authorization to con- 
struct facilities to service Covington and Oxford should be revoked and 
terminated. By Order issued February 3, 1954, the Commission granted the 
Petition for Rehearing and provided that the date for said rehearing would 
be set by subsequent Commission Order. 

By Order issued April 29, 1954, the Commission fixed June 17, 1954, as the 
date for rehearing in this matter. However, pursuant to motions filed by 
Mid-Georgia, the Commission postponed the date for rehearing to August 16, 
1954, and finally to December 1, 1954. It also postponed the date for 
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compliance with the above-described conditions to and including August 11, 
1954, and finally to and including December 10, 1954. 

On May 28, 1954, in Docket No. G—1277, the Commission directed Trans- 
eontinental Gas Pipe Line Corporation to retain unallocated 1,464 Mcf for 
the benefit of the City of Covington pending disposition of this proceeding. 

On December 1, 1954, the rehearing in this matter was held and both the 
Applicant and the City of Covington presented further evidence. The City 
of Covington’s presentation consisted principally of a showing that neither 
it nor the Town of Oxford had granted to Mid-Georgia new franchises nor 
had they ratified the old franchises held by Mid-Georgia. It was further 
shown that the question of the validity of the old Covington franchise held 
by Mid-Georgia had been determined by the Supreme Court of the State of 
Georgia and that said Court had found the franchise to be invalid. 

Mid-Georgia did not contest the showing made by the City of Covington, 
but instead acknowledged that it would be unable to comply with the con- 
ditions, as set forth above, in the Order of December 11, 1953. This acknowl- 
edgment of Mid-Georgia is supported by developments subsequent to the 
rehearing since the records of the Commission show that as of December 11, 
1954 said company has not submitted to the Commission, as required by the 
terms of its conditional certificate, “certified copies of the authority which it 
asserts constitutes lawful franchise grants” to serve Covington and Oxford. 
However, Mid-Georgia did, during the rehearing in this matter, express its 
intention to file in the near future an application under Section 1 (c) of the 
Natural Gas Act for exemption from the provisions of said Act. 

Consequently it is found that Mid-Georgia has failed to comply with the 
requirements of the Commission’s order herein of December 11, 1953 and 
that the conditional certificate heretofore granted to it for service to Coving- 
ton and Oxford must be revoked. The revocation of such certificate will not 
deprive such communities of natural gas service as the disposition of this 
proceeding will permit the City of Covington to utilize the 1,464 Mcf of 
natural gas now held unallocated by Transcontinental Gas Pipe Line Cor- 
poration, pursuant to the Commission’s order of May 28, 1954, in Docket 
No. G—1277, for service to its inhabitants and those of the Town of Oxford. 

In view of the facts as thus set forth, counsel for all of the interested 
parties, including the Commission’s Staff Counsel have agreed that an 
order should be entered in this matter revoking Applicant’s authorization to 
construct and operate facilities to render natural gas service to the com- 
munities of Covington and Oxford, Georgia. 

Based on the facts as above stated, and on the evidence adduced at the 
hearing in this matter, 

Wherefore it is ordered: 

(A) The certificate of public convenience and necessity, heretofore condi- 
tionally granted to Mid-Georgia Natural Gas Company by the Commission’s 
order in this matter, issued December 11, 1953, to construct and operate 
facilities to render natural gas service to the City of Covington, Georgia, 
and the Town of Oxford, Georgia, is hereby revoked and terminated by virtue 
of Applicant’s failure to comply with the conditions attached to said author- 
ization as set forth in paragraph (B) (iii) of said Order. 

(B) Nothing contained herein shall be construed as a revocation or ter- 
mination of the authorization contained in the Commission’s Order, issued 
December 11, 1953, in this matter, wherein Mid-Georgia Natural Gas Company 
is authorized to construct and operate facilities to render service to the com- 
munities of Conyers, Millstead and Porterdale, Georgia. 

Chairman Kuykendall not participating. 
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Order denying application for rehearing 


Texas Illinois Natural Gas Pipeline Co. 


Docket No. G-2219 
February 18, 1955 


The City of Chicago, an intervener, on January 17, 1955, filed an application 
for rehearing in the above proceedings. The City alleges that the rates ap- 
proved by the Commission’s order issued December 16, 1954, affirming the de- 
cision of the Presiding Examiner, are based on unrealistic estimates of future 
natural gas sales as indicated by occurrences immediately following the issu- 
ance of the Commission’s order on December 16, 1954. The City’s allegation 
is based on the filing of an application for certificate of public convenience 
and necessity by Natural Gas Storage Company (Docket No. G-6674) to au- 
thorize development of the second phase of its storage project which would 
indicate increased future sales by Texas Illinois but for which no sales were 
estimated or included by Texas Illinois in this proceeding, and upon the 
further fact that Peoples Gas Light and Coke Company, which had reduced its 
expected purchase of gas from Texas Illinois, recently filed application with 
the Illinois Commerce Commission for permission to convert its mixed gas 
to straight natural gas, allegedly based in part on the ground of availability 
of additional amounts of natural gas from the storage project. These are 
facts which occurred long after the record, upon which the Commission acted, 
was closed. There must be an end to proceedings, and the facts presented 
by the City of Chicago do not warrant a reopening and retrial of the issues 
in this case. 

The Commission finds: 

(1) The decision in this proceeding was based on the record and is sup- 
ported by substantial evidence. 

(2) The actions after issuance of the order herein on December 16, 1954, 
alluded to by the City of Chieago are contingent, uncertain and remote both 
as to their approval by the respective Commissions and their effect on the 
operations of Texas Illinois. 

(3) The application of rehearing filed by the City of Chicago should be 
denied. 

The Commission orders: 

The application for rehearing filed by the City of Chicago in this proceeding 
on January 17, 1955, be and the same hereby is denied. 

Chairman Kuykendall not participating. 


Order granting permission under balance sheet accounts instruction 6-E 
to amortize charges associated with refunded debentures 


Kansas-Nebraska Natural Gas Co., Inc. 
Docket No. G-—3942 
February 18, 1955 


By letter filed October 8, 1954, as amended by letter filed January 6, 1955, 
Kansas-Nebraska Natural Gas Company, Inc. (Applicant), requests permis- 
sion under Balance Sheet Accounts’ Instruction 6-E of the Commission’s Uni- 
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form System of Accounts prescribed for Natural Gas Companies te amortize 
charges associated with debentures refunded on July 2, 1954 over a period sub- 
sequent to the date of redemption of such debentures. 

On July 2, 1954, Applicant refunded $4,342,500 principal amount of Unsecured 
Sinking Fund Debentures, 4%,% Series due 1973 through the issuance of 
$9,000,000 principal amount of Unsecured Sinking Fund Debentures, 35%% 
Series due 1974. Expenses of redemption consisting of call premiums, trustee 
fees and unamortized balance of discount and expense totaled $241,642.89. 

Applicant requested permission to amortize as of July 2, 1954, $126,862.52, 
representing savings in Federal and State Income taxes, by a charge to 
Account 531, Amortization of Debt Discount and Expenses, and to amortize 
by use of the interest savings method the remainder of $114,780.37, after tax 
savings, by charges to Account 531 over a period of five years commencing 
July 1, 1954. 

The Commission finds: 

Good and sufficient cause has been shown why permission of the Commission 
should be granted as hereinafter ordered for exemption of the amount of 
$241,642.89 from the provisions of Balance Sheet Accounts Instruction 6-E 
of the Uniform System of Accounts and for permission to amortize such sum 
in the manner referred to above. 

The Commission orders: 

(A) Permission is hereby granted to Applicant to dispose of the above 
amount of $241,642.89 by charges to Account 531, Amortization Debt Discount 
and Expense; $126,862.52 shall be charged to Account 531 as of July 2, 1954, 
and the remaining amount of $114,780.37 shall be disposed of by equal annual 
charges to Account 531, over a period of 5 years, beginning with July 1, 1954. 

(B) The permission granted herein is for accounting purposes only and 
shall not be construed as a finding with respect to the reasonableness of such 
amortization charges, should such issue arise in any proceeding affecting the 
rates, charges, practices, rules, regulations, or operations or tariffs of the 
Applicant. 

Chairman Kuykendall not participating. 


Findings and order issuing certificates of public convenience and necessity, 
and authorizing abandonment of service and removal of facilities 


Union Gas System, Inc., and Cities Service Gas Co. 
Docket Nos. G-2566, G-4270, and G-4092 
February 18, 1955 


Union Gas System, Inc. (Union), a Kansas corporation with a principal 
office in Independence, Kansas, filed, pursuant to Section 7 of the Natural 
Gas Act (1) on August 23, 1954, at Docket No. G—2566, an application seeking 
authority to abandon service to the City of Altamont, Kansas, and to abandon 
and remove approximately 16.5 miles of natural gas pipeline facilities pro- 
viding service to Altamont and Mound Valley, Kansas, and (2) on October 8, 
1954, at Docket No. G-—4270, an application for a certificate of public con- 
venience and necessity authorizing the construction and operation in Labette 
County, Kansas, of approximately 700 feet of 2-inch and 191 feet of 3-inch 
pipeline interconnecting an existing 20-inch pipeline of Cities Service Gas 
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Company with Union’s existing distribution system at Mound Valley, Kansas, 
and the sale and delivery of natural gas in Mound Valley by means thereof. 

Cities Service Gas Company (Cities Service), a Delaware corporation with 
its principal office in Oklahoma City, Oklahoma, filed at Docket No. G-4092, 
on October 4, 1954, an application, pursuant to Section 7 of the Natural Gas 
Act for (a) a certificate of public convenience and necessity authorizing (i) the 
construction and operation of metering and regulating facilities on its existing 
20-inch line in Labette County, Kansas, for service of natural gas to the Town 
of Altamont, Kansas, under filed Rate Schedule F-2, and (ii) metering and 
regulating facilities for the sale and delivery of natural gas to Union for 
resale in the Town of Mound Valley, Kansas, and (b) for permission and 
approval to abandon service to Union presently rendered under its filed Rate 
Schedule P only in so far as it relates to the Towns of Altamont and Mound 
Valley, Kansas. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on February 10, 1955, respecting the matters involved and the issues pre- 
sented by the applications filed at Docket Nos. G-2566, G-4270, and G—4092. 
No petition to intervene or protest to the granting of the applications has 
been received. 

The evidence of record shows that Union has been purchasing locally pro- 
duced natural gas for a number of years, and transporting such gas to the 
Towns of Altamont and Mound Valley, Kansas. Union owns and operates the 
distribution system in Mound Valley, and the Town of Altamont operates its 
own system. Volumes of local gas in excess of the requirements of Altamont 
and Mound Valley were transported by Union’s interstate system to other 
areas. Volumes of natural gas available from local sources have declined to 
a point where out-of-state natural gas must be utilized to meet requirements 
of Altamont and Mound Valley. 

It also appears from the record that some of the natural gas presently 
purchased by Union from Cities Service under Rate Schedule P has been 
transported through the 16.5 miles of pipeline proposed to be abandoned by 
Union. This pipeline is so deteriorated as to not warrant rehabilitation. The 
proposed new facilities and service will enable the parties to provide adequate 
natural-gas service to Altamont and Mound Valley. 

The Commission finds: 

(1) Applicant, Union Gas System, Inc., a Kansas corporation having its 
principal place of business in Independence, Kansas, and Cities Service Gas 
Company, a Delaware corporation with a principal place of business in Okla- 
homa City, Oklahoma, are engaged in the transportation of natural gas in 
interstate commerce for resale for ultimate public consumption, and are, 
therefore, “natural-gas companies” within the meaning of the Natural Gas Act. 

(2) The facilities proposed by Union and Cities Service, and the service 
proposed to be rendered thereby, as more fully described in the applications 
filed at Docket Nos. G-4270 and G-—4092, are to be used in the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of Applicants’ existing pipeline systems, 
and the construction and operation thereof by Applicants are subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The facilities hereinbefore described which Union proposes to abandon 
and remove are used for the transportation and transportation and sale of 
natural gas in interstate commerce for resale as integral parts of Union’s exist- 
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ing natural-gas transmission pipeline system, and the abandonment and removal 
thereof as proposed are subject to the requirements of Section 7 (b) of the 
Natural Gas Act. 

(4) The partial abandonment of service by Cities Service to Union as pro- 
posed is subject to the requirements of Section 7 (b) of the Natural Gas Act. 

(5) The present and future public convenience and necessity permit the 
partial abandonment of service by Cities Service under its Rate Schedule P, 
as proposed by Cities Service at Docket No. G-—4092, and the abandonment of 
service to the City of Altamont and removal of facilities by Union as pro- 
posed, at Docket No. G-2566, and such abandonment should be authorized. 

(6) Applicants are able and willing properly to do the acts and to perform 
the service proposed, and to conform to the requirements, rules and regula- 
tions of the Commission thereunder. 

(7) Applicants having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) of 
the Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceedings. 

(8) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (ili), (3) (iv), and 
(5) of Section 157.20 of the Commission’s Rules and Regulations, including 
the Rules of Practice and Procedure (18 CFR 157.20) should attach to the 
certificates hereinafter issued, and to the exercise of the rights granted there- 
under; and that the time within which construction of facilities authorized 
by this order shall be completed, and said facilities placed in actual operation 
should be fixed at 3 months from the date on which this order issues. 

The Commission orders: 

(A) Applicant (Union), at Docket No. G—2566, be and it is hereby granted 
permission and approval for the abandonment of the natural gas facilities 
hereinbefore described, and the service rendered thereby as proposed, upon the 
terms and conditions of this order. 

(B) Applicant (Cities Service), at Docket No. G—4092, be and it is hereby 
granted permission and approval for the abandonment of service under its 
filed Rate Schedule P only insofar as it relates to the Towns of Altamont 
and Mound Valley, Kansas, as proposed in the application filed herein. 

(C) A certificate of public convenience and necessity be and the same is 
hereby issued to Union at Docket No. G—4270, and to Cities Service at Docket 
No. G—4092, for the construction and operation of facilities, and the trans- 
portation and sale of natural gas, all as more fully described in their re- 
spective applications filed herein, and subject to the jurisdiction of the Com- 
mission, upon the terms and conditions of this order. 

(D) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicants, and the general terms and conditions set 
forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5), of Sec- 
tion 157.20 of the Commission’s Regulations, including the Rules of Practice 
and Procedure, shall attach to the issuance of the certificate granted in 
paragraph (A) hereof, and to the exercise of the rights granted thereunder; 
and the time within which construction of facilities authorized by this order 
shall be completed and said facilities placed in actual operation should be 
fixed at 3 months from the date on which this order issues. 

Chairman Kuykendall not participating. 





FEDERAL POWER COMMISSION 
Order issuing license (major) 


Pacific Gas and Electric Co. 


Projects Nos. 708, 1318, and 2130 


February 21, 1955 


Application was filed on April 16, 1953, and supplemented on January 4, 
1955, by Pacific Gas and Electric Company, for license for constructed Project 
No. 2130 situated on the Stanislaus River and its Middle and South Forks 
in Calaveras and Tuolumne Counties, California, affecting public lands and 
lands of the United States within Stanislaus National Forest. 

The application for major license for Project No. 2130 requests a period of 
50 years, effective as of the date of issuance, and that there be included 
therein: (1) the existing Spring Gap and Stanislaus developments now licensed 
as major Project No. 1318 (hereinafter more fully described), the license for 
which was issued for a period of 50 years from January 1, 1986; and (2) the 
existing Melones development now licensed as minor-part Project No. 708 
(hereinafter more fully described), the license for which was issued on No- 
vember 12, 1929, for a period to expire June 1, 1977. 

The applicant states that its reason for requesting the new license is to 
assist the Oakdale and South San Joaquin Irrigation Districts in financing 
the construction of their Tri-Dam Project licensed by the Commission as 
Projects Nos. 2005 and 2067, the license periods for which have recently been 
fixed by Commission order to extend for 50 years from January 1, 1955. It 
appears that the applicant and the Districts entered into an agreement dated 
July 9, 1952, whereby the applicant would construct transmission lines to the 
Districts’ powerhouses of the Tri-Dam Project and purchase all energy gen- 
erated therein and make suitable payments to the Districts for water regulation 
offered the developments for which the new license is sought under the ap- 
plication for Project No. 2130. Under its present terms, the agreement expires 
April 30, 2000 (the former expiration dates of the licenses for Projects 
Nos. 2005 and 2067), but the applicant has agreed to an extension of the 
agreement upon Commission approval of the license periods for the Districts’ 
Projects No. 2005 and 2067, which approval, as stated above, has been granted, 
and providing the license period for Project No. 2130 extends for 50 years 
from January 1, 1955. 

Upon issuance of a license for consolidated Project No. 2130, the applicant 
proposes to apply for surrender of its licenses for Projects Nos. 708 and 1318 
concurrently with its acceptance of license for consolidated Project No. 2130. 

In computing the amount of bonds which may be sold in connection with 
their financing of the Tri-Dam Project (Projects Nos. 2005 and 2067), the 
Districts find that about $5,350,000 more bonds can be sold if the applicant is 
able to extend, the aforesaid agreement to cover a period of 50 years com- 
mencing about January 1, 1955. The Districts advise that unless this be 
done, financing of the Tri-Dam Project would not be feasible. 

It should be observed that the existing Melones development, licensed as 
minor-part Project No. 708, would be inundated by the New Melones project 
authorized by the Flood Control Act of 1944 for construction by the U. S. 
Corps of Engineers, but by letter from the Corps to this Commission, dated 
February 23, 1953, we are advised that although the New Melones reservoir 
is definitely on the Corps’ program, “no prediction can be made at this time 
with any certainty as to the schedule for initiation of its construction.” 





ORDERS 557 


Notwithstanding the above, the Chief of Engineers, Department of the Army, 
has since reported that inasmuch as no new construction is involved, he has 
no objection to issuance of a new license extending the license period for 
combined Projects Nos. 708 and 1318, designated as Project No. 2130. 

The Secretary of the Interior, in reporting on the application, has recom- 
mended that any new license issued should be conditioned so that the applicant 
could not claim increased compensation or damages, on the basis of an in- 
crease in value by reason of the license, against the United States if and 
when New Melones is constructed; and be subject to certain stipulations in 
the interest of protecting fishery resources, substantially as hereinafter pro- 
vided. 

The Under Secretary of Agriculture, in reporting on the application, recom- 
mended certain special provisions for the protection of fishery resources insofar 
as National Forest lands are affected substantially as hereinafter provided. 

The Department of Fish and Game, State of California, in reporting on the 
application, recommended certain special provisions in the interest of fish 
and wildlife substantially as hereinafter provided. 

As described in the pending application for new license and in the out- 
standing licenses, the consolidated project consists of: 

(a) All lands constituting the project area and inclosed by the project 
boundary, or the limits of which are otherwise defined, and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the Licensee or by the 
United States including such U. S. lands occupied by Melones Reservoir; such 
project area and project boundary being more specifically shown and described 
by certain exhibits which formed part of the application for license and which 
are designated and described as follows: 

Exhibit J—Sheet 1C (FPC No. 2130-12), General Map of project area of 
Spring Gap and Stanislaus Developments (Dwg. No. 49500, PN 1318-25). 


Spring Gap and Stanislaus Developments 


Erhibit K.—Sheet 1 (FPC No. 2130-13), Map of Relief Reservoir (Dwg. 
No. 47330, PN 1318-2); sheet 2A (FPC No. 2130-14), Map of Strawberry 
Reservoir (Dwg. No. 48166, PN 1318-21); sheet 3 (FPC No. 2130-15), Map of 
Philadelphia Ditch and Spring Gap Penstock (Dwg. No. 47332, PN 1318-15) ; 
sheet 4C (FPC No. 2130-16), Sand Bar Dam and Diversion (Dwg. No. 48799, 
PN 1318-24); sheet 5C (FPC No. 2130-17), Map of Spring Gap—Stanislaus 
Development between Spring Gap Powerhouse and Sand Bar Dam (Dweg. 
49501, PN 1818-26); sheets 6C, 7C, 8C, 9C and 10C (FPC Nos. 2130-18 
through -22), Plan and Profile Stanislaus Tunnel (Dwg. Nos. 49502 through 
49506, PN 1318-27 through 1318-31); and sheet 7 (FPC No. 2130-23), Access 
road from Vallecito to Stanislaus Powerhouse (Dwg. No. 47336, PN 1318-8). 


Melones Development 


Evhibit K.—Sheet 1 (FPC No. 2130-24), Project Boundary of Melones Res- 
ervoir (Dwg. No. 43179, PN 708-2); sheet 2 (FPC No. 2130-25), Map of 
Upper End of Melones Reservoir (Dwg. No. 43180, PN 708-3); sheet 3 (FPC 
No. 2130-26) Map and Profile of Melones Tunnel (Dwg. No. 43181, PN 708-4) ; 
and sheet 4 (FPC No. 2130-27) Map of Melones Transmission Line (Dwg. 
No. 43182, PN 708-5). 

(b) Project works comprised of— 

1. Spring Gap Development.—Strawberry Dam, a rockfill structure about 
135 feet high across South Fork Stanislaus River, forming a reservoir with 
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a total storage of about 18,300 acre-feet; a tunnel; Philadelphia Ditch, con- 
sisting of about 4.7 miles of ditch and flume, commencing at a small diversion 
dam located about four miles downstream from Strawberry Dam and diverting 
water from South Fork Stanislaus River to the head of Spring Gap power- 
house penstock; a penstock about 7,249 feet long; Spring Gap powerhouse, 
located on Middle Fork Stanislaus River, containing one 9,500 horsepower 
impulse turbine direct-connected to a 7,500-kva generator, transformers, switch 
gear, and miscellaneous equipment; a 110 ky single-circuit pole line about 
11 miles long extending from the powerhouse to the Stanislaus powerhouse; 
and appurtenant facilities; 

2. Stanislaus Development.—Relief Dam, a rockfill structure 140 feet high 
located on Relief Creek, a tributary of Middle Fork Stanislaus River, forming 
a reservoir with a capacity of about 15,500 acre-feet; Sand Bar Diversion 
Dam about 24 feet high located downstream from Spring Gap powerhouse 
on Middle Fork; a conduit consisting of about 11 miles of tunnel and 44 mile 
of ditch; a forebay formed by two earth dams; two penstocks about 1,560 feet 
long to an “upper header” from which extend three penstocks each about 
3,043 feet long; Stanislaus powerhouse located on Stanislaus River, a short 
distance downstream from the confluence of the Middle and North Forks, 
containing four 13,000-horsepower double-impulse turbines direct-connected to 
four 10,000-kva generators; transformers, switch gear and miscellaneous equip- 
ment; two 110-kv single-circuit tap lines about 300 feet long; an access road 
from Vallecito to Stanislaus powerhouse; and appurtenant facilities; 

38. Melones Development.—A tunnel about 0.9 mile long extending from the 
irrigation outlet structure below Melones Dam to the powerhouse; two pen- 
stocks about 112 feet long; Melones powerhouse on Stanislaus River con- 
taining two 17,900-horsepower turbines, each direct-connected to a 13,500-kva 
generator; a substation and switchyard; a 110-kv transmission line, about 
7.7 miles long, extending from Melones plant to Copperopolis, where it con- 
nects with the Licensee’s interconnected transmission system; and appurtenant 
facilities ; 
the location, nature, and character of which are more specifically shown and 
described by the exhibits hereinbefore cited and by certain other exhibits 
which also formed part of the application for license and which are designated 
and described as follows: 


Spring Gap and Stanislaus Developments 


Erhibit L—Sheet 1 (FPC No. 2130-1), Plan and Sections of Relief Dam 
(Dwg. No. 47337, PN 1318-9); sheet 2 (FPC No. 2130-2), Plan of Rock Fill 
Dam for Strawberry Reservoir (Dwg. No. 47338, PN 1318-10); sheet 3 (FPC 
No. 2130-3), Cross Section and Details of Rock Fill Dam for Main Straw- 
berry Reservoir (Dwg. No. 47339, PN 1318-11); sheet 4 (FPC No. 2130-4), 
Layout for Spring Gap Powerhouse (Dwg. No. 47340, PN 1318-12); sheet 5 
(FPC No. 2130-5), Plan and Details of Dams at Stanislaus Forebay (Dwg. 
No. 47341, PN 1318-18); sheet 54 (FPC No. 2130-6), Stanislaus Forebay 
Spillway (Dwg. No. 48625, PN 1318-23) ; sheet 6 (FPC No. 2130-7), Stanislaus 
Powerhouse and Penstock Lines (Dwg. No. 47342, PN 1318-14). 


Melones Development 


Sheet 1 (FPC No. 2130-8), Plan and Sections of Melones Dam (Dwg. 
No. 43183, PN 708-6); sheet 2 (FPC No. 2130-9), Melones Dam Outlet Gate 
Tower (Dwg. No. 43184, PN 708-7); sheet 3 (FPC No. 2130-10), Layout of 
Melones Powerhouse, Plan (Dwg. No. 43185, PN 708-8); sheet 4 (FPC No. 
2130-11), Layout of Melones Powerhouse, Section (Dwg. No. 43186, PN 708-9). 
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Exhibit M.—Two sheets giving general description and specifications of 
mechanical, electrical, and transmission equipment for Spring Gap, Stanislaus 
and Melones developments, filed in the Commission April 16, 1953. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, 
if and to the extent that the inclusion of such property as part of the project 
is approved or acquiesced in by the Commission; also, all riparian or other 
rights, the use or possession of which is necessary or appropriate in the 
maintenance or operation of the project. 

The Commission finds: a 

(1) In view of the circumstances recited herein, it is not inconsistent in the 
public interest to consolidate the existing facilities designated as minor-part 
Project No. 708 and as major Project No. 1318 as one project which, together 
with the Oakdale and South San Joaquin Irrigation Districts’ Tri-Dam Project 
(Projects Nos. 2005 and 2067) substantially complete the over-all compre- 
hensive development of the reach of the Stanislaus River involved. 

(2) In the circumstances recited herein, it is not inconsistent in the public 
interest to issue a major license for the consolidated project for a period of 
50 years, effective as of the date of its issuance by the Commission. 

(3) The applicant is a corporation organized under the laws of the State 
of California and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the 
purposes of a license for the project. 

(4) No conflicting application is before the Commission. Public notice has 
been given as required by the Act. 

(5) The consolidated project does not affect any Government dam, nor 
will the issuance of a license therefor as hereinafter provided affect the de- 
velopment of any water resources for public purposes which should be 
undertaken by the United States itself. 

(6) The issuance of a license for the consolidated project as hereinafter 
provided will not interfere or be inconsistent with the purposes of any with- 
drawal of public lands or with the purposes for which the Stanislaus National 
Forest was created or acquired. 

(7) The consolidated project occupies 1,056.60 acres of lands of the United 
States, 402.10 acres of vacant public lands, and 13 miles of transmission 
line rights-of-way 40 feet wide on vacant public lands. 

(8) Under present circumstances and conditions and upon the terms and 
conditions hereinafter imposed, the consolidated project is best adapted to a 
comprehensive plan for the improvement and utilization of water-power de- 
velopment, and for other beneficial public uses, including recreational purposes. 

(9) The installed horsepower capacity of the consolidated project herein- 
after authorized for the purpose of computing the capacity component of the 
administrative annual charges is 89,500 horsepower. 

(10) The amount of annual charges to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Federal Power Act, and for recompensing it for the use, oc- 
cupancy, and enjoyment of its lands, is reasonable as hereinafter fixed and 
specified. 

(11) The exhibits described in paragraphs (a) and (b) above conform to 
the Commission’s rules and regulations and should be approved as part of 
the license for the consolidated project. 
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The Commission orders: 

(A) This license is issued to Pacific Gas and Electric Company under the 
provisions of the Federal Power Act for a period of 50 years, effective as of 
January 1, 1955, for the operation and maintenance of the constructed Melones, 
Spring Gap and Stanislaus developments, consolidated as major Project 
No. 2130, subject to the terms and conditions of the Act which is incorporated 
by reference as a part of this license, and subject to such rules and regulations 
as the Commission has issued or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-1* (December 15, 1953) entitled “Terms and Conditions of License for 
Constructed Major Project Affecting Lands of the United States” except for 
Article 13 thereof, which terms and conditions are attached hereto and made 
a part hereof; and subject to the following special conditions set forth herein 
as additional articles: 

Article 24. The Licensee shall pay to the United States the following an- 
nual charges: 

(i) For the purpose of reimbursing the United States for the costs of 
administration of Part I of the Act one (1) cent per horsepower on the au- 
thorized installed capacity (89,500 horsepower) plus two and one-half (2%) 
cents per 1,000 kilowatt-hours of gross energy generated during the calendar 
year for which the charge is made; 

(ii) For the purpose of recompensing the United States for the use, oc- 
cupancy, and enjoyment of its lands, exclusive of those used only for trans- 
mission line purposes, $2,917.40; and 

(iii) For the purpose of recompensing the United States for the use, oc- 
cupancy, and enjoyment of its lands used only for transmission line rights- 
of-way, $41.60. 

Article 25. Licensee shall provide a flow in the Middle Fork Stanislaus 
River at Kennedy Meadows from natural flow, if sufficient, of not less than 
10 cfs during the months of May through October and 5 cfs during the months 
of November through April of each year, provided that in dry years the 
flows from May through October may be reduced to 5 cfs. 

Article 26. Consistent with the use of Relief Reservoir for power purposes, 
silt deposited in the reservoir shall be flushed out only during the period 
from September 16 to May 29. 

Article 27. Licensee shall maintain in the Middle Fork Stanislaus River 
below Sand Bar Flat Diversion Dam a flow of not less than 15 cfs during 
the months of May through October and 10 cfs during the months of November 
through April, provided that in dry years the flow shall not be less than 
10 cfs throughout the year: Provided further, that these releases shall com- 
mence with the completion and operation of the Beardsley-Donnells Develop- 
ments (FPC Project No. 2005) and for fifteen years thereafter, but in no 
event later than December 31, 1985, at which time the rates of releases will 
be subject to adjustment as is necessary to meet the fish, wildlife and recrea- 
tional needs at that time. Subsequent to the adjustment, the releases shall not 
exceed 50 cfs during the months of May through October and 25 cfs during 
the months of November through April, provided that in dry years the flow 
may be 25 cfs throughout the year. 

Article 28. Licensee shall maintain in the South Fork Stanislaus River 
below the Philadelphia Diversion Dam a flow of not less than 6 cfs during 


the months of May through October and 3 cfs during the months of November 
through April. 


*See, infra, p. 562. 
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Article 29. Licensee shall, consistent with operational demands, maintain 
the maximum water surface elevation in Strawberry Reservoir during the 
period from June 1 to September 15 and maintain a minimum pool of about 
10 acres with a depth of not less than 10 feet at all other times, except under 
emergency conditions. 

Article 30. Licensee shall conduct the normal operation of its project works 
s0 as to avoid sudden releases of large flows into natural stream channels 
normally carrying reduced flows, whenever the control of such releases is rea- 
sonably possible. In the event of an emergency and large releases are neces- 
sary, the Licensee shall endeavor to avoid changes in stream stages which 
would endanger life and property and be detrimental to fish life in the 
stream. 

Article 31. A dry year, as defined for use in the foregoing provisions, is 
one in which the seasonal run-off of the Stanislaus River at Melones Dam, 
as estimated by the State of California Division of Water Resources on 
April 1, will be 500,000 acre-feet or less for the 12-month period commencing 
on May 1. 

Article 32. Licensee shall provide and maintain fishways over the Sand 
Bar Flat Diversion Dam and the Philadelphia Diversion Dam in accordance 
with standards of the State of California Department of Fish and Game, 
when directed to do so by the Commission upon the recommendations of the 
Secretary of the Interior and the California Department of Fish and Game. 

Article $8. Licensee shall construct and maintain such deer protective 
devices in and around such portions of the Philadelphia Ditch as may be 
prescribed by the Commission on the recommendation of the Secretary of the 
Interior. 

Article 34. Licensee shall, insofar as practicable and not inconsistent with 
irrigation and power demands, maintain a minimum flow of 50 cfs during the 
months of May through October and 25 cfs during the months of November 
through April in the Stanislaus River downstream from the Melones power- 
house: Provided that such releases shall commence at the time the Beardsley- 
Donnells developments (Project No. 2005) are completed and operating and 
shall cease when the Tulloch development (Project No. 2067) is completed 
and operating. 

Article 35. The Commission reserves the right to adjust the rates of flows 
specified in this license if it shall find after notice to interested parties and 
opportunity to be heard that said rates of flows are insufficient or more than 
necessary for the protection of the fishery, wildlife and recreational resources 
involved. 

Article 36. In the event the existing Melones development of the Licensee 
shall be taken over in whole or in part or impaired or damaged by the United 
States in connection with the construction, operation or maintenance by the 
United States of a New Melones Reservoir (authorized by Section 10 of the 
Act of December 22, 1944 [58 Stat. 887, 901] for construction by the Corps of 
Engineers) the compensation to which the Licensee shall be entitled for any 
such taking by the United States shall be no more up to June 1, 1977 (former 
expiration date of the license for Project No. 708) than it would have been 
entitled to under the license for Project No. 708. 

Article 87. If and when directed by the Commission or its authorized 
representative, the Licensee shall cut and remove or destroy, as directed by 
the representative of the Commission, all brush and trees on the bottom and 
margin of said Melones Reservoir between elevations 735 feet and 630 feet, 
U. S. Geological Survey datum, and all trees within the reservoir area that 
would project above said elevation of 630 feet. 
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Article 38. During the period of the license the right of the Licensee to 
occupy the public lands included in the Strawberry Reservoir will be derived 
from this license notwithstanding any other rights the Licensee may have 
prior to the issuance hereof or after the termination of this license for 
any cause. 

(C) The exhibits designated and described in paragraphs (a) and (b) 
above are approved as part of this license. 

(D) The Licensee shall, within 30 days from the date of notification of 
receipt by the Commission of three certified copies of this license, properly 
accepted, file with this Commission applications for surrender of licenses for 
Projects Nos. 708 and 1318. 

(E) This license shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Act, and failure to file such an application shall constitute acceptance 
of this license. In acknowledgment of the acceptance of this license, it shall 
be signed for the Licensee and returned to the Commission within 60 days 
from the date of issuance of this order. 

Chairman Kuykendall not participating. 


Form IL-1 


Terms and Conditions of License for Constructed Major Project Affecting Lands 
of the United States 


December 15, 19538 


Article 1. The entire project, as described in the order of the Commission, 
shall be subject to all the provisions, terms, and conditions of the license. 

Article 2. No substantial change shall be made in the maps, plans, specifica- 
tions, and statements described and designated as exhibits and approved by the 
Commission in its order as a part of the license until such change shall have been 
approved by the Commission: Provided, however, that if the licensee or the 
Commission deems it necessary or desirable that said approved exhibits, or any 
of them, be changed, there shall be submitted to the Commission for approval 
amended, supplemental, or additional exhibit or exhibits covering the proposed 
changes which, upon approval by the Commission, shall become a part of the 
license and shall supersede, in whole or in part, such exhibit or exhibits thereto- 
fore made a part of the license as may be specified by the Commission. 

Article 3. If the licensee shall contemplate any alteration in or addition to 
the project area or project works shown and described by the approved exhibits 
referred to in article 2 herein, the licensee shall submit to the Commission for 
approval amended, supplemental, or additional exhibits under the provisions 
of said article covering such alteration or addition, together with a statement 
in writing setting forth the reasons which necessitate or justify such alteration 
or addition. Except when emergency shall require for the protection of life, 
health, or property, no substantial alteration or addition not in conformity with 
the approved plans shall be made to any dam or other project works under the 
license without the prior approval of the Commission; and any emergency alter- 
ation or addition so made shall thereafter be subject to such modification and 
change as the Commission may direct. Minor changes in the project works or 
divergence from such approved exhibits may be made if such changes will not 
result in decrease in efficiency, in material increase in cost, or in impairment 
of the general scheme of development; but any of such minor changes made 
without the prior approval of the Commission, which in its judgment have pro- 
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duced or will produce any of such results, shall be subject to such alteration as 
the Commission may direct. The licensee shall comply with such rules and regu- 
lations of general or special applicability as the Commission may from time to 
time prescribe for the protection of life, health, or property. 

Article 4. The project, including its operation and maintenance and any work 
incident to additions or alterations, whether or not conducted upon lands of the 
United States, shall be subject to the inspection and supervision of the Regional 
Engineer, Federal Power Commission, in the region wherein the project is lo- 
cated, or of such other officer or agent as the Commission may designate, who 
shall be the authorized representative of the Commission for such purposes. The 
licensee shall furnish to said representative such information as he may require 
concerning the operation and maintenance of the project, and of any alteration 
thereof, and shall notify him of the date upon which work with respect to any 
alteration will begin, and as far in advance thereof as said representative may 
reasonably specify, and shall notify him promptly in writing of any suspension 
of work for a period of more than one week, and of its resumption and com- 
pletion. The licensee shall allow him and other officers or employees of the 
United States, showing proper credentials, free and unrestricted access to, 
through, and across the project lands and project works in the performance of 
their official duties. 

Article 5. For the purpose of determining the stage and flow of the stream 
or streams from which water is diverted for the operation of the project works, 
the amount of water held in and withdrawn from storage, and the effective head 
on the turbines, the licensee shall install and thereafter maintain such gages 
and stream-gaging stations as the Commission may deem necessary and best 
adapted to the requirements; and shall provide for the required readings of 
such gages and for the adequate rating of such stations. The licensee shall also 
install and maintain standard meters adequate for the determination of the 
amount of electric energy generated by said project works. The number, char- 
acter, and location of gages, meters, or other measuring devices, and the method 
of operation thereof, shall at all times be satisfactory to the Commission and 
may be altered from time to time if necessary to secure adequate determinations, 
but such alteration shall not be made except with the approval of the Com- 
mission or upon the specific direction of the Commission. ‘The installation of 
gages, the ratings of said stream or streams, and the determination of the flow 
thereof, shall be under the supervision of, or in cooperation with, the District 
Engineer of the United States Geological Survey having charge of stream-gaging 
operations in the region of said project, and the licensee shall advance to the 
United States Geological Survey the amount of funds estimated to be necessary 
for such supervision or cooperation for such periods as may be mutually agreed 
upon. The licensee shall keep accurate and sufficient record of the foregoing 
determinations to the satisfaction of the Commission, and shall make return of 
such records annually at such time and in such form as the Commission may 
prescribe. 

Article 6. In the maintenance or alteration of the project, the location and 
standards of roads and trails, and other land uses including the location and 
condition of quarries, borrow pits, spoil disposal areas, and sanitary facilities 
shall be subject to the approval of the department or agency of the United States 
having supervision over the lands involved. 

Article 7. In the maintenance of the project works, the licensee shall place and 
maintain suitable structures and devices to reduce to a reasonable degree the 
liability of contact between its transmission lines, and telegraph, telephone, and 
other signal wires or power transmission lines constructed prior to its trans- 
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mission lines and not owned by the licensee, and shall also place and maintain 
suitable structures and devices to reduce to a reasonable degree the liability of 
any structures or wires falling and obstructing traffic and endangering life on 
highways, streets, or railroads. 

Article 8. The licensee shall make provision, or shall bear the reasonable cost, 
as determined by the agency of the United States affected, of making provision 
for avoiding inductive interference between any project transmission line or 
other project facility constructed, operated, or maintained under the license, and 
any radio installation, telephone line, or other communication facility installed 
or constructed before or after construction of such project transmission line or 
other project facility and owned, operated, or used by such agency of the United 
States in administering the lands under its jurisdiction. None of the provisions 
of this article is intended to relieve the licensee from any responsibility or require- 
ment which may be imposed by other lawful authority for avoiding or eliminating 
inductive interference. 

Article 9. The licensee shall clear and keep clear to an adequate width lands 
of the United States along open conduits, and shall dispose of all temporary 
structures, unused timber, brush, refuse, or inflammable material resulting from 
the clearing of the lands or from the maintenance or alteration of the project 
works. In addition, all trees along the margins of reservoirs which may die 
during operations of the project shall be removed. The clearing of the lands 
and the disposal of the material shall be done with due diligence and to the 
satisfaction of the authorized representative of the Commission. 

Article 10. The licensee shall clear such portions of transmission line rights- 
of-way across lands of the United States as are designated by the officer of the 
United States in charge of the lands; shall keep the areas so designated clear of 
new growth, all refuse, and inflammable material to the satisfaction of such offi- 
cer; shall trim all branches of trees in contact with or liable in contact the trans- 
mission line; shall cut and remove all dead or leaning trees which might fall in 
contact with the transmission line; and shall take such other precautions 
against fire as may be required by such officer. No fires for the burning of 
waste material shall be set except with the prior written consent of the officer 
of the United States in charge of the lands as to time and place. 

Article 11. Timber on lands of the United States cut, used, or destroyed in the 
construction and maintenance of the project works or in the clearing of said 
lands shall be paid for in accordance with the requirements of and at the current 
stumpage rates applicable to the sale of similar timber by the agency of the 
United States having jurisdiction over said lands; and all slash and debris 
resulting from the cutting or destruction of such timber shall be disposed of as 
the officer of such agency may direct. 

Article 12. The licensee shall do everything reasonably within its power and 
shall require its employees, contractors, and employees of contractors to do 
everything reasonably within their power, both independently and upon request of 
officers of the agency of the United States concerned, to prevent, make advanced 
preparations for suppression, and suppress fires on lands occupied under the 
license. 

Article 18. The operations of the licensee so far as they affect the use, storage, 
and discharge from storage of waters affected by the license, shall at all times be 
controlled by such reasonable rules and regulations as the Commission may pre- 
scribe for the protection of life, health, and property, and in the interest of the 
fullest practicable conservation and utilization of such waters for power pur- 
poses and for other beneficial public uses, including recreational purposes; and 
the licensee shall release water from the project reservoir at such rate in cubic 
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feet per second, or such volume in acre-feet per specified period of time, as the 
Commission may prescribe for the purposes hereinbefore mentioned. 

Article 14. The licensee shall interpose no objection to, and shall in no way 
prevent, the use by the agency of the United States having jurisdiction over the 
lands of the United States affected, or by persons or corporations occupying lands 
of the United States under permit, of water for fire suppression from any stream, 
conduit or body of water, natural or artificial, used by the licensee in the opera- 
tion of the project works covered by the license, or to the use by said parties 
of water for sanitary and domestic purposes from any stream or body of water, 
natural or artificial, used by the licensee in the operation of the project works 
covered by the license. 

Article 15. The licensee shall be liable for injury to, or destruction of, any 
buildings, bridges, roads, trails, lands, or other property of the United States, 
occasioned by the construction, maintenance, or operation of the project works 
or of the works appurtenant or accessory thereto under the license. Arrange- 
ments to meet such liability, either by compensation for such injury or destruc- 
tion, or by reconstruction or repair of damaged property, or otherwise, shall be 
made with the appropriate department or agency of the United States. 

Article 16. So far as is consistent with proper operation of the project, the 
licensee shall allow the public free access, to a reasonable extent, to project 
waters and adjacent project lands owned by the licensee for the purpose of full 
public utilization of such lands and waters for navigation and recreational pur- 
poses, including fishing and hunting, and shall allow to a reasonable extent for 
such purposes the construction of access roads, wharves, landings, and other 
facilities on its lands the occupancy of which may in appropriate circumstances 
be subject to payment of rent to the licensee in a reasonable amount: Provided, 
that the licensee may reserve from public access, such portions of the project 
waters, adjacent lands, and project facilities as may be necessary for the pro- 
tection of life, health, and property and Provided further, that the licensee’s 
consent to the construction of access roads, wharves, landings, and other facili- 
ties shall not, without its express agreement, place upon the licensee any obliga- 
tion to construct or maintain such facilities. 

Article 17. The licensee shall allow any agency of the United States, without 
charge, to construct or permit to be constructed on, through, and across the proj- 
ect lands, conduits, chutes, ditches, railroads, roads, trails, telephone and power 
lines, and other means of transportation and communication not inconsistent 
with the enjoyment of said lands by the licensee for the purposes stated in the 
license. This article shall not be construed as conferring upon the licensee any 
right of use, occupancy, or enjoyment of the lands of the United States other 
than for the operation and maintenance of the project as stated in the license. 

Article 18. There is reserved to the appropriate department or agency of the 
United States, or of the state or county involved, the right to take over, main- 
tain, and supervise the use of any project road as a public road. 

Article 19, The actual legitimate original cost, estimated where not known, 
and the accrued depreciation of the project as of the effective date of the license 
shall be determined by the Commission in accordance with the act and the rules 
and regulations of the Commission, and such cost less such accrued depreciation, 
so determined, shall be the net investment in the project as of such effective date. 

Article 20, After the first 20 years of operation of the project under the license, 
6 percent per annum shall be the specified rate of return on the net investment 
in the project for determining surplus earnings of the project for the establish- 
ment and maintenance of amortization reserves, pursuant to section 10 (d) of 
the act; one-half of the project surplus earnings, if any, accumulated after the 
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first 20 years of operation under the license, in excess of 6 percent per annum 
on the net investment, shall be set aside in a project amortization reserve account 
as of the end of each fiseal year, provided that, if and to the extent that there is 
a deficiency of project earnings below 6 percent per annum for any fiscal year or 
years after the first 20 years of operation under the license, the amount of such 
deficiency shall be deducted from the amount of any surplus earnings accumu- 
lated thereafter until absorbed, and one-half of the remaining surplus earnings, 
if any, thus cumulatively computed, shall be set aside in the project amortization 
reserve account; and the amounts thus established in the project amortization 
reserve account shall be maintained therein until further order of the Com- 
mission. 

Article 21. No lease of the project or part thereof whereby the lessee is granted 
the exclusive occupancy, possession, or use of project works for purposes of gen- 
erating, transmitting, or distributing power shall be made without the prior 
written approval of the Commission; and the Commission may, if in its judg- 
ment the situation warrants, require that all the conditions of the license, of the 
act, and of the rules and regulations of the Commission shall be applicable to 
such lease and to such property so leased to the same extent as if the lessee were 
the licensee: Provided, that the provisions of this article shall not apply to parts 
of the project or project works which may be used by another jointly with the 
licensee under a contract or agreement whereby the licensee retains the oc- 
cupancy, possession, and control of the property so used and receives adequate 
consideration for such joint use, or to leases of land while not required for 
purposes of generating, transmitting, or distributing power, or to buildings or 
other property not built or used for said purposes, or to minor parts of the 
project or project works, the leasing of which will not interfere with the useful- 
ness or efficient operation of the project by the licensee for such purposes. 

Article 22. The licensee, its successors and assigns shall during the period of 
the license, retain the possession of all project property covered by the license as 
issued or as later amended, including the project area, the project works, and all 
franchises, easements, water rights, and rights of occupancy and use; and none 
of such properties necessary or useful to the project and to the development, trans- 
mission, and distribution of power therefrom will be voluntarily sold, trans- 
ferred, abandoned, or otherwise disposed of without the approval of the Com- 
mission: Provided, that a mortgage or trust deed or judicial sales made there- 
under, or tax sales, shall not be deemed voluntary transfers within the meaning 
of this article. In the event the project is taken over by the United States upon 
the termination of the license, as provided in section 14 of the act, or is trans- 
ferred to a new licensee under the provisions of section 15 of the act, the licensee, 
its successors and assigns will be responsible for and will make good any defect 
of title to or of right of user in any of such project property which is necessary 
or appropriate or valuable and serviceable in the maintenance and operation of 
the project, and will pay and discharge, or will assume responsibility for payment 
and discharge, of all liens or incumbrances upon the project or project property 
created by the licensee or created or incurred after the issuance of the license: 
Provided, that the provisions of this article are not intended to prevent the 
abandonment or the retirement from service of structures, equipment, or other 
project works in connection with replacements thereof when they become obsolete, 
inadequate, or inefficient for further service due to wear and tear, or to require 
the licensee, for the purpose of transferring the project to the United States or to 
a new licensee, to acquire any different title to or right of user in any of such 
project property than was necessary to acquire for its own purposes as licensee. 
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Article 23. The terms and conditions expressly set forth in the license shall 
not be construed as impairing any terms and conditions of the Federal Power 
Act which are not expressly set forth herein. 


Order modifying licenses 
Oakdale Irrigation District and South San Joaquin Irrigation District 
Projects Nos. 2005 and 2067 
February 21, 1955 


Application was filed January 3, 1955, by Oakdale Irrigation District and 
South San Joaquin Irrigation District, licensees for proposed Projects Nos. 2005 
and 2067, to change the effective dates of the licenses. 

Specifically, the licensees request that the licenses be made effective as of the 
date of Commission approval of the application under consideration with the 
term thereof extending for a period of 50 years from such effective date. 

The license for Project No. 2005, then comprising the Beardsley development 
only, was issued by the Commission on May 3, 1950 for a period of 50 years from 
May 1, 1950, pursuant to its order authorizing same issued July 29, 1949, 
8 F. P. C. 1027, as modified by order issued April 14, 1950, 9 F. P. C. 654. By 
orders issued March 19, 1951, 10 F. P. C. 810, and July 8, 1954, the license for 
Project No. 2005 was amended to include therein the Donnells development and 
the afterbay dam below the Beardsley powerhouse. The license for Project. 
No. 2067, known as the Tulloch project, was issued by the Commission on 
August 28, 1951, 10 F. P. C. 1278, for a period of 50 years from October 1, 1951. 

The licensees advise that they have proceeded with the preliminary acts 
required to bring the projects to construction stage at a cost of about $1,300,000. 
A bond issue has been approved in the amount of $52,000,000, but no bonds have 
been issued or sold due to adverse conditions existing in the bond market. In- 
terest rate on bonds of the type involved here increased so that in 1953 the 
licensees’ ability to finance the projects was impaired to the extent that the 
amount of bonds that could be sold was reduced by $12,000,000. The fact that 
the projects must be financed from revenue bonds supported by limited revenues, 
which will not be received unless the project is completed, necessitates a con- 
tingent reserve fund to cover possible costs above the amount estimated. There- 
fore, the licensees conclude, the $12,000,000 reduction in possible bond sales did 
not make the reserve fund available. 

It appears that the probable interest rate on such bonds decreased in 1954 
so that the market for bonds of the type to be issued by the licensees was 
favorable to the licensee during late 1954, and at present the outlook would 
seem favorable to financing the projects on a revised construction schedule now 
proposed by the licensees. 

The licensees have no source of revenue that could be used to pay for the 
projects other than from anticipated revenue from the sale of the project power 
after construction and from payments for water regulation under a contract 
with Pacific Gas and Electric Company, the specifics of which are set forth in 
the application. The licensees have made a reasonable showing that a 50-year 
license period commencing in January 1955 is necessary te properly finance 
their projects. As of this date, the licensees have not been in a position to gain 
any benefits from rights granted by the licenses, save the right to construct the 
projects. 
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The proposed projects, collectively known as the Tri-Dam Project, are an 
essential part of the comprehensive development of the Middle Fork Stanislaus 
River and would constitute a desirable addition to the hydroelectric develop- 
ment of the area. ‘ The licensees are primarily interested in irrigation and need 
the additional storage of the reservoirs to supplement the present available 
water supply to the licensees’ lands. In order to construct the irrigation works, 
the power revenues are necessary to make the multiple-purpose project feasible. 

The Commission finds: 

In the circumstances, it is not inconsistent with the public interest to change 
the effective dates of the licenses for proposed Projects Nos. 2005 and 2067 as 
requested by the licensees, and to change the dates specified in the licenses for 
commencement and completion of construction of the projects accordingly, as 
hereinafter provided. 

The Commission orders: 

(A) The license for proposed Project No. 2005, executed by the Commission 
on May 8, 1950, is modified as follows: 

(1) Article 1 is modified to read: 

Article 1. This license is issued for a period of 50 years effective as of Jan- 
uary 1, 1955; and in consideration of this license and the benefits and advantages 
accruing hereunder to the Licensees, it is expressly agreed by the Licensees that 
the entire project, project area, and project works, as hereinafter designated 
and described, whether or not upon lands of the United States, shall be subject 
to all the provisions, terms, and conditions of this license. 

(2) Article 5, as amended by Commission orders issued March 19, 1951, and 
March 29, 1951, respectively, is further modified to read: 

Article 5. The Licensees shall commence construction of the project within 
two years from January 1, 1955; shall thereafter in good faith and with due 
diligence prosecute such construction, and shall complete the project works 
within six years from January 1, 1955. 

(B) The Commission’s order issued August 28, 1951, issuing license for pro- 
posed Project No. 2067 (the Tulloch Project) is modified as follows: 

(1) Paragraph (A) thereof is modified to read: 

(A) This license is issued to Oakdale Irrigation District and South San 
Joaquin Irrigation District under Section 4 (e) of the Act for a period of 
50 years, effective as of January 1, 1955, subject to the terms and conditions of 
the Act which are incorporated by reference as a part of this license, and 
subject to such rules and regulations as the Commission has issued or prescribed 
under the Act. 

(2) Article 28 of the license, as modified by Commission order issued Novem- 
ber 2, 1953, is further modified to read: 

Article 28. The Licensees shall commence construction of the project within 
two years from January 1, 1955; shall thereafter in good faith and with due 
diligence prosecute such construction, and shall complete the project works 
within six years from January 1, 1955. 

(C) In view of the changes effected by this order respecting the effective 
date of the license for proposed Project No. 2005 and the dates of commencement 
and completion of the project, the Commission’s order issued March 19, 1951 
to include in the license the Donnells development and the Commission’s order 
issued July 8, 1954 to include in the license the afterbay dam below the Beardsley 
powerhouse, are respectively modified so as to change the effective dates of those 
orders to January 1, 1955. 

(D) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute 
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acceptance of this instrument. In acknowledgment of the acceptance of this 
instrument, it shall be signed for the licensees and returned to the Commission 
within 60 days from the date of issuance of this order. 

Chairman Kuykendall not participating. 


Order further amending license (major) 
Southern California Edison Co. 
Project No. 1980 
February 28, 1955 


Application was filed April 20, 1953, by Southern California Edison Company, 
licensee for major Project No. 1980, located on the Kern River in Kern County, 
California, and affecting lands of the United States within the Sequoia National 
Forest, for amendment of the license for the project as hereinafter specified. 

The application seeks amendment of the license to provide for changes made 
in the terminus (Mile 1 Tower 4 instead of Mile 1 Tower 6) and location of the 
project double circuit 66,000-volt transmission line extending from the project 
powerhouse and to include certain trails and an overhead cableway. 

Applicant states that the changes in the location of the transmission line are 
necessary and desirable because the transmission line in its former location 
was damaged by rock and earth slides during earthquakes in July 1952 and 
the new location of the line reduces the possibility of future damage from such 
causes and that the trails and cableway are necessary and desirable to provide 
access for the maintenance of the relocated transmission line. 

Applicant in its letter transmitting the application states that the intercon- 
nection with the Kern Canyon Plant of Pacific Gas and Electric Company for- 
merly located at Mile 1 Tower 6 (the then terminus of the project transmission 
line) has not been reestablished since such interconnection is no longer neces- 
sary. It states also that the terminus of the relocated project transmission 
line is at the disconnect switches located at Mile 1 Tower 4 where the circuits 
connect with its interconnected transmission lines from Monolith and Gorman, 
and that the lines from Monolith and Gorman are interconnected by a switch 
located at Mile 2 Tower 1. 

The effects of the amendment, among others, will be to increase the area of 
lands of the United States occupied by the project from 106.81 acres to 107.02 
acres and increase the annual charge for the use, occupancy, and enjoyment of 
such lands from $213.62 to $214.04 and to decrease the length of equivalent 
100-foot transmission-line right-of-way from 1.075 miles to 0.147 mile and de- 
crease the annual charge for the use, occupancy, and enjoyment of such lands 
from $8.60 to $1.18. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Sequoia National Forest, has reported favorably on the 
application. 

By telegram dated August 12, 1952, the applicant was advised that the Com- 
mission would interpose no objection to the relocating of the transmission line 
at its own risk subject to compliance with the requirements of the Forest 
Service and the filing of an application for amendment of the license within 
60 days after completion of the relocation. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes for which the Sequoia National Forest was 
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created or acquired, and it will not alter any of the basic facts upon which the 
license was issued. 

(2) The annual charges to be paid under the license as further amended for 
the purpose of recompensing the United States for the use, occupancy, and 
enjoyment of its lands are reasonable as hereinafter fixed. 

(3) The following exhibits filed as part of the application—showing and 
describing said changes—conform to the Commission’s rules and regulations 
and should be approved as part of the license for the project: 

Exhibit J, Sheets Nos. 1-1 and 2-1 (FPC Nos. 1930-37 and -38), superseding 
Exhibit J, Sheets Nos. 1 and 2 (FPC Nos. 1930-1 and —2), now part of the license 
for the project; 

Exhibit K, Sheets Nos. 5-2 and 6-1 (FPC Nos. 1930-40 and -39), superseding 
Exhibit K, Sheets Nos. 5-1 and 6 (FPC Nos. 1930-32 and -9), now part of the 
license for the project; 


and superseded Exhibit J, Sheets Nos. 1 and 2 (FPC Nos. 1930-1 and -2), and 
Exhibit K, Sheets Nos. 5-1 and 6 (FPC Nos. 1980-32 and -9), now part of the 
license for the project, should be eliminated from the license. It is not the 
present practice of the Commission to incorporate Exhibit F as part of licenses. 

The Commission orders: 

(A) Exhibit J, Sheets Nos. 1-1 and 2-1 (FPC Nos. 1930-37 and -38), and 
Exhibit K, Sheets Nos. 5-2 and 6-1 (FPC Nos. 1930-40 and -—39), filed as part 
of the application are approved as part of the license for the project. 

(B) Exhibit J, Sheets Nos. 1 and 2 (FPC Nos. 1930-1 and -2), and Exhibit K, 
Sheets Nos. 5-1 and 6 (FPC Nos. 1930-32 and -9), are eliminated from the 
license. 

(C) The license for Project No. 1930—which was issued June 1, 1950, effec- 
tive May 1, 1946, to Southern California Edison Company and subsequently 
amended—is hereby further amended, effective as of January 1, 1953, to change 
the terminus (Mile 1 Tower 4 instead of Mile 1 Tower 6) and location of the 
double circuit 66,000-volt project transmission line extending from the project 
~powerhouse and to include therein certain trails and an overhead cableway for 
access to the transmission line; to increase the area of lands of the United States 
occupied by the project and decrease the length of equivalent 100-foot trans- 
mission-line right-of-way on lands of the United States and consequently adjust 
the annual charges to reflect such changes; to incorporate in the license certain 
exhibits showing said changes; and to eliminate from the license certain super- 
seded exhibits; said amendment being: 

Paragraph I. Article 2 of the license as amended is further amended by: 

(i) Excluding from Paragraph A thereof superseded Exhibit J, Sheets Nos. 1 
and 2 (FPC Nos. 1930-1 and —2), and Exhibit K, Sheets Nos. 5-1 and 6 (FPC 
Nos. 1930-32 and -9), and including therein Exhibit J, Sheets Nos. 1-1 and 2-1 
(FPC Nos. 1930-37 and -38), and Exhibit K, Sheets Nos. 5-2 and 6-1 (FPC 
Nos. 1930-40 and -39), so that the description of Exhibits J and K shall read 
as follows: 

Exhibit J.—General map in three sheets—Sheets Nos. 1-1, 2-1, and 3 (FPC 
Nos. 1930-37, -38, and -3). Sheets Nos. 1-1 and 2-1 filed with the Commission 
on April 20, 1953, and Sheet No. 3 on April 28, 1945. 

Eehibit K.—Maps in seven sheets—Sheets Nos. 1, 2, 3-1, 4, 5-2, 6-1, and 7 
(FPC Nos. 1930-4, -5, -31, -7, —-40, -39, and -10). Sheets Nos. 1, 2, 4, and 7 filed 
with the Commission on April 28, 1945; Sheet No. 3-1 on February 5, 1951, and 
Sheets Nos. 5-2 and 6-1 on April 20, 1953. 

(ii) Changing the thirteenth line of Paragraph B thereof to read as follows: 
line extending from the powerhouse to Mile 1 Tower 4; access roads; and 
overhead cableway ; 
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Paragraph II. Article 20 of the license as amended is further amended by: 

(i) Changing the amount of $213.62 in Parugraph B thereof to $214.04; and 

(ii) Changing the amount of $8.60 in Paragraph C thereof to $1.18. 

Paragraph III. This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect, and shall not in any way 
constitute a waiver of any other part, provision or condition of the license as 
heretofore amended. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal .Power Act, and failure to file such an application shall constitute 
acceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned 
to the Commission within 60 days from the date of issuance of this order. 

Chairman Kuykendall not participating. 


Findings and order directing physical interconnection 
of facilities and sale of natural gas 


City of Sylvania, Ga. 
Docket No. G—2512 


February 25, 1955 


The City of Sylvania, Georgia (Sylvania), a municipal corporation organized 
and existing under the laws of the State of Georgia, filed an application on 


July 30, 1954, as supplemented on October 27, 1954, November 3, 1954, and Feb- 
ruary 8, 1955, for an order, pursuant to Section 7 (a) of the Natural Gas Act, 
directing Southern Natural Gas Company (Southern Natural) to establish 
physical connection of its facilities with the proposed facilities of Sylvania 
and to sell natural gas to it, all as more fully represented in the application 
on file with the Commission and open for public inspection. 

Sylvania proposes to construct approximately 6.1 miles of 4-inch pipeline in 
a northerly direction from a point of interconnection with Southern Natural’s 
Savannah Extension to the town border station of Sylvania’s proposed distribu- 
tion system in the City of Sylvania and the surrounding territory. The estimated 
cost of the distribution system and the supply lateral is $350,000, to be financed 
by the issuance of 30-year natural-gas revenue certificates. 

The estimated peak and annual requirements for the first, third and fifth years 
of operation are as follows: 


(Volumes in Mef at 14.73 psia) 
Peak Day: Annual: 
First year First year __- 
Third year Third year 
Fifth year Fifth year 


In its answer to the application of Sylvania filed on August 16, 1954, Southern 
Natural denied that it had the capacity on its transmission system adequate to 
supply Sylvania’s requirements without placing an undue burden on Southern 
Natural or its facilities or impairing its ability to render adequate service to 
its customers. However, by letter filed December 16, 1955, Southern Natural 


withdrew its opposition to the application and stated that it has sufficient 
capacity to serve Sylvania. 
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Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 17, 1955, respecting the matters involved in and the issues presented 
by the application. No protest to the application has been received. 

The Commission finds: 

(1) Southern Natural Gas Company, a Delaware corporation having its prin- 
cipal place of business in Birmingham, Alabama, owns and operates a natural- 
gas transmission pipeline system in several States, and by such operation is 
engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order of 
October 6, 1942, in Docket No. G-296, 3 FPO 822. 

(2) The City of Sylvania is a municipal corporation organized and existing 
under the laws of the State of Georgia. 

(3) An order directing Southern Natural to establish physical connection of 
its natural-gas transportation facilities with the proposed facilities of Sylvania 
and directing the sale and delivery by Southern Natural of natural gas to 
Sylvania for distribution in its service area is desirable in the public interest. 

(4) The granting of the relief requested by Sylvania will not place undue 
burden upon Southern Natural nor impair its ability to render adequate service 
to its customers. 

(5) A request for waiver of the intermediate decision procedure made by 
Staff Counsel during public hearing was unopposed by any party of record, 
and, not having been denied by the Commission, is granted pursuant to Sec- 
tion 1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 

The Commission orders: 

(A) Southern Natural be and it hereby is directed to establish physical 
connection of its transmission facilities with the proposed facilities of Sylvania. 
In establishing the connection Southern Natural shall also install such metering, 
regulating and appurtenant facilities as may be necessary to render the service 
applied for herein. 

(B) Southern Natural be and it is hereby directed to deliver and sell to 
Sylvania such volumes of natural gas as may be required, as herein indicated, 
by Sylvania and to file an appropriate rate schedule with the Commission, 
applicable to this service. 

(C) Sylvania shall have constructed the necessary facilities and shall be 
prepared to receive the natural-gas service on or before November 30, 1955, 
otherwise Southern Natural shall be relieved of the obligation to render the 
service herein ordered. 

(D) Southern Natural shall report to the Commission, in writing and under 
oath, the date of commencement of service. 


Findings and order directing physical interconnection 
of facilities and sale of natural gas 


City of Statesboro, Ga. 
Docket No. G-2513 
February 25, 1955 


The City of Statesboro, Georgia (Statesboro), a municipal corporation or- 
ganized and existing under the laws of the State of Georgia, filed an application 
on July 30, 1954, as supplemented on October 27, 1954, November 3, 1954, and 
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February 8, 1955, for an order, pursuant to Section 7 (a) of the Natural Gas 
Act, directing Southern Natural Gas Company (Southern Natural) to establish 
physical connection of its facilities with the proposed facilities of Statesboro 
and to sell natural gas to it, all as more fully represented in the application on 
file with the Commission and open for public inspection. 

Statesboro proposes to construct a transmission pipeline approximately 17.8 
miles in length consisting of 6-inch and 4-inch pipe extending northerly from 
a point of connection with Southern Natural’s Savannah Extension near the 
junction of such Extension and U. S. Highway 301 to the proposed distribution 
system of Statesboro. The estimated cost of the distribution system and the 
supply lateral is $775,000, to be financed by the issuance of 30-year natural-gas 
revenue anticipation certificates. 

The estimated peak-day and annual requirements of Statesboro for the first, 
third and fifth years of operation are as follows: 


(Volumes in Mcf at 14.78 psia) 


Peak Day: Annual: 








ye ae 
Fifth year .2.2.ucuiul. 1,487 With ‘year oo .. 162,200 


In its answer to the application of Statesboro filed on August 16, 1954, 
Southern Natural denied that it had the capacity on its transmission system 
adequate to supply Statesboro’s requirements without placing an undue burden 
on Southern Natural or its facilities or impairing its ability to render adequate 
service to its customers. However, by letter filed December 16, 1955, Southern 
Natural withdrew its opposition to the application and stated that it has suffi- 
cient capacity to serve Statesboro. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
February 17, 1955, respecting the matters involved in and the issues presented 
by the application. No protest to the application has been received. 

The Commission finds: 

(1) Southern Natural Gas Company, a Delaware corporation having its prin- 
cipal place of business in Birmingham, Alabama, owns and operates a natural-gas 
transmission pipeline system in several States, and by such operation is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of October 6, 1942, 
in Docket No. G-296, 3 FPO 822. 

(2) The city of Statesboro is a municipal corporation organized and existing 
under the laws of the State of Georgia. 

(3) An order directing Southern Natural to establish physical connection of 
its natural-gas transportation facilities with the proposed facilities of Statesboro 
and directing the sale and delivery by Southern Natural of natural gas to 
Statesboro for distribution in its service area is desirable in the public interest. 

(4) The granting of relief requested by Statesboro will not place undue burden 
upon Southern Natural nor impair its ability to render adequate service to its 
customers. 

(5) A request during public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 
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The Commission orders: 
(A) Southern Natural be and it hereby is directed to establish physical con- 
nection of its transmission facilities with the proposed facilities of Statesboro. 
In establishing the connection, Southern Natural shall also install such metering, 
regulating and appurtenant facilities as may be necessary to render the service 
applied for herein. 

(B) Southern Natural be and it is hereby directed to deliver and sell to 
Statesboro such volumes of natural gas as may be required, as herein indicated, 
by Statesboro, and to file an appropriate rate schedule with the Commission 
applicable to this service. 

(C) Statesboro shall have constructed the necessary facilities and shall be 
prepared to receive the natural-gas service on or before November 30, 1955, 
otherwise Southern Natural shall be relieved of the obligation to render the 
service herein ordered. 

(D) Southern Natural shall report to the Commission, in writing and under 
oath, the date of commencement of service. 


Findings and order directing sale of natural gas 
Town of Woodland, Ga. 
Docket No. G—2719 
February 25, 1955 


On September 9, 1954, the Town of Woodland, Georgia (Applicant), a municipal 
corporation organized and existing under the laws of the State of Georgia, filed 
an application, pursuant to Section 7 (a) of the Natural Gas Act, for an order 
directing Southern Natural Gas Company (Southern Natural) to sell natural 
gas to it as hereinafter described, subject to the jurisdiction of the Commission, 
all as more fully represented in the application on file with the Commission and 
open for public inspection. 

Applicant requests that Southern Natural be required to sell natural gas to 
it through existing facilities used to serve the City of Manchester, Georgia 
(Manchester). By order issued May 19, 1950, 9 F. P. C. 756, in Docket No. 
G-1308, the Commission authorized Southern Natural to sell and deliver. natural 
gas for distribution in Manchester. Pursuant to such authorization, Southern 
Natural established physical connection of its 16-inch South Line, near Talbotton, 
Georgia, with a tap line of Manchester. The Manchester tap line extends in 
a northerly direction from the point of interconnection with Southern Natural’s 
facilities through the Town of Woodland to Manchester. 

On July 26, 1954, Applicant and Manchester entered into a transportation 
agreement whereby Manchester agreed to transport to Applicant natural gas 
delivered by Southern Natural for the account of Applicant at the point of 
interconnection of Southern Natural’s facilities with Manchester’s tap line. The 
transportation agreement provides for peak day deliveries of natural gas by 
Manchester to Applicant up to 101 Mcf the first year, increasing to 169 Mcf by 
the thirtieth year of operation. Manchester will collect a transportation charge 
of 8.5¢ per Mcf from Applicant. 

Applicant proposes to construct a distribution system at an estimated con- 
struction. cost of $48,000, which would be financed by the issuance of gas 
revenue certificates in the amount of $35,000 and general obligation bonds in 
the amount of $13,000. 

The estimated peak and annual requirements of Applicant for the first and 
fifth years of operation are as follows: 
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(Volumes in Mef at 14.73 psia) 
Peak Day: Annual: 
First year First year 
Fifth year Fifth year 


Southern Natural has consented to the application and has the gas supply 
and capacity available to serve the estimated requirements of Applicant. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 17, 1955, respecting the matters involved in and the issues presented 
by the application. No protest to the application has been received. 

The Commission /finds: 

(1) Southern Natural Gas Company, a Delaware corporation having its prin- 
cipal place of business in Birmingham, Alabama, owns and operates a natural-gas 
transmission pipeline system located in several States, and by such operation is 
engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order of 
October 6, 1942, in Docket No. G—296, 3 FPC 822. 

(2) The Town of Woodland is a municipal corporation existing under the 
laws of the State of Georgia. 

(3) An order directing Southern Natural to sell natural gas to Applicant is 
desirable in the public interest. 

(4) The granting of the relief requested by Applicant will not place an undue 
burden upon Southern Natural nor impair its ability to render adequate service 
to its customers. 

(5) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, 
and, not having been denied by the Commission, is granted pursuant to Sec- 
tion 1.30 (c) (1) of said Rules. 

The Commission orders: 

(A) Southern Natural is hereby directed to sell and deliver such volumes of 
natural gas as may be required by Applicant at the point of interconnection of 
Southern Natural’s facilities and the facilities of Manchester: Provided, how- 
ever, That if Applicant shall not have constructed by November 30, 1955, the 
facilities necessary to enable it to receive the volumes of natural gas from 
Southern Natural, then Southern Natural shall be relieved of the obligation to 
render the service herein ordered. 

(B) Sale of natural gas by Southern Natural to Applicant shall be made 
subject to Southern Natural’s appropriate rate schedules. 

(C) Southern Natural shall report to the Commission, in writing and under 
oath, the date of commencement of service. 


Findings and order issuing certificate of public convenience and necessity 
Colorado-Wyoming Gas Co. 
Docket No. G-—2764 
February 25, 1955 


Colorado-Wyoming Gas Company (Applicant), a Delaware corporation with 
its principal office in Denver, Colorado, filed application with the Federal Power 
Commission on September 14, 1954, for a certificate of public convenience and 
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necessity pursuant to Section 7 of the Natural Gas Act authorizing the con- 
tinued operation of 74 individual farm taps and 5 rural community group taps, 
and the construction and operation of 4 new individual farm taps, together with 
necessary metering facilities, on Applicant’s pipeline system located generally 
between Denver, Colorado, and Cheyenne, Wyoming, for the transportation and 
sale of natural gas to Public Service Company of Colorado for resale, subject to 
the jurisdiction of the Commission, as described in the application on file with 
the Commission, and open to public inspection. 

Applicant states that 79 farm taps were installed since the filing of its 
“Grandfather Certificate” application in Docket No. G-285 and that 5 of these 
79 have grown to a point where “group stations” have been installed in lieu 
of the five individual farm taps. These 5 stations were installed without author- 
ization. Expansion of any of the existing or proposed individual farm taps to 
“group stations” will require Commission authorization prior to such expansion. 

The described facilities will enable Applicant to sell natural gas to Public 
Service Company of Colorado for resale in rural areas along the route of 
Applicant’s pipeline system. Applicant will finance the proposed construction 
out of available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 21, 1955, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) Colorado-Wyoming Gas Company, a Delaware corporation having its prin- 
cipal place of business at Denver, Colorado, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and therefore is a 
“natural-gas company” within the meaning of the Natural Gas Act, as here- 
tofore found by the Commission, 4 F. P. C. 938. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, as used and as proposed to be used in the transportation and sale 
for resale of natural gas in interstate commerce, as integral parts of Applicant’s 
existing pipeline system, and the construction and operation thereof by Ap- 
plicant are subject to the requirements of subsections (c) and (e) of Section 7 
of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The continued operation and proposed construction and operation of the 
facilities by Applicant are required by the public convenience and necessity and 
a certificate therefor should be issued as hereinafter ordered and conditioned. 

(5) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission's 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Colorado-Wyoming Gas Company to continue to operate 
and to construct and operate the facilities hereinbefore described, subject to the 
jurisdiction of the Commission, all as more fully described in the application 
in this proceeding, for the transportation and sale for resale of natural gas 
as therein set forth, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re 
sponsible official of Applicant and the general terms and conditions set forth in 
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paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 of 
the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation as provided by paragraph (2) of Section 157.20 of the Commission’s 
Rules of Practice and Procedure by June 1, 1955. 

(D) Applicant shall make the proposed sale and render the proposed service 
initially under Applicant’s presently effective Rate Schedule G—1 as proposed, 
or any effective superseding Rate Schedule. 


Findings and order issuing certificate of public convenience and necessity 


Southern Natural Gas Co. and Tennessee Gas Transmission Co. 
Docket No. G-4715 
February 25, 1955 


Southern Natural Gas Company (Southern) and Tennessee Gas Transmission 
Company (TGT) (Applicants), each a Delaware corporation with principal 
places of business at Birmingham, Alabama, and Houston, Texas, respectively, 
filed a joint application on November 8, 1954, and a supplement thereto on Jan- 
uary 12, 1955, pursuant to Section 7 of the Natural Gas Act, for a certificate of 
public convenience and necessity authorizing the transportation and exchange 
of natural gas and the construction and operation of certificate facilities. 

The joint Applicants propose an exchange of gas whereby Southern will 
deliver each day up to 7,140 Mcf of gas at 14.73 psia from the production owned 
or controlled by it in the Franklin Gas Field, St. Mary’s Parish, Louisiana, to 
TGT’s lines in that field, and TGT will return gas by delivering equivalent 
quantities to Southern at a point approximately twelve miles south of Franklin 
Field, near TGT’s gas receiving station at the end of its Bayou Sale lateral line. 

Southern proposes to construct and operate the following facilities: 

(i) A metering station to be located in the Franklin Field at the point of 
interconnection between its gathering system and TGT’s line in that field; 

(ii) Approximately 3,000 feet ‘of 44-inch transmission line extending from 
TGT’s lines at a point near its receiving station in the Bayou Sale Field to 
Southern’s Lake Sand receiving station ; 

(iii) A 110-HP compressor station at the terminus of Southern’s proposed 
414-inch transmission line at the Lake Sand receiving station. 

TGT, in turn, proposes to construct and operate the following facilities: 

(i) A 414-inch tap line connecting its lateral in Franklin Field with the 
metering station to be constructed by Southern in that field; 

(ii) A metering station located at the point of interconnection of its lateral line 
with Southern’s proposed 414-inch line in the Bayou Sale Field and a 4%4-inch 
tap line connecting that metering station with its tap line. 

Southern estimates that cost of construction of its facilities at $41,680, while 
TGT estimates its cost of construction at $9,761, Each of the Applicants will 
defray the cost of construction from cash on hand. 

Temporary authorization to construct and operate the facilities described 
above was granted to each Applicant on January 14, 1955. 

Pursuant to due notice issued by the Secretary of the Commission on Jan- 
uary 21, 1955, a public hearing was held in Washington, D. C., on February 21, 
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1955, on the matters involved and issues presented in the joint application. 
No protests or petitions to intervene were filed in this proceeding. 

The Commission finds: 

(1) Southern, a Delaware corporation having its principal place of business 
at Birmingham, Alabama, is a “natural-gas company” within the meaning of 
the Natural Gas Act as heretofore found by the Commission in its order issued 
October 6, 1942, in Docket No. G-296, 3 FPC 822. 

(2) TGT, a Delaware corporation having its principal place of business at 
Houston, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act as heretofore found by the Commission in its order issued August 1, 
1947 in Docket No. G—808, et al. 6 FPC 122. 

(3) The facilities described above, and as more fully described in the joint 
application as supplemented, are proposed to be used in the transportation and 
exchange of natural gas in interstate commerce subject to the jurisdiction of 
the Commission, and the operation thereof by the joint Applicants is subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(4) Applicants, Southern and TGT, are able and willing properly to do the 
acts and to perform the services proposed and to conform to the provisions of 
the Natural Gas Act, and the rules, regulations and requirements of the Com- 
mission thereunder. 

(5) The proposed construction and operation of the facilities described above 
and the transportation and exchange of natural gas are required by the public 
convenience and necessity, and a certificate therefor should be issued as here- 
inafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (iii), (3) (iv), and (5) of 
Section 157.20 of the Commission’s General Rules and Regulations (18 CFR 
157.20) should attach to the certificate hereinafter issued and to the exercise 
of the rights granted thereunder. 

(7) A request made during the public hearing by Staff Counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and hereby is issued 
authorizing Southern Natural Gas Company and Tennessee Gas Transmission 
Company to construct and operate the facilities described above, all as more 
fully described in the joint application as supplemented, for the transportation 
and exchange of natural gas as therein set forth, upon the terms and conditions 
of this order. 

(B) The certificate of public convenience and necessity herein granted shall 
be accepted in writing, and under oath, by a responsible official of each of the 
Applicants, and the general terms and conditions set forth in paragraphs (1), 
(2), (3) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 of the Commission’s 
General Rules and Regulations shall attach to the issuance of such certificate 
and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities herein authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Sec- 
tion 157.20 of the Commission’s General Rules and Regulations hereby is fixed 
at 6 months from the date of this order. 
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(D) Within 30 days from the date of issuance of this order the Applicants 
shall file a rate schedule acceptable to the Commission covering the trans- 
portation and exchange of natural gas herein authorized. 


Findings and order issuing certificate of public convenience and necessity 


Texas Gas Transmission Corp. 
Docket No. G—4923 
February 25, 1955 


Texas Gas Transmission Corporation (Applicant), a Delaware corporation 
with its principal place of business in Owensboro, Kentucky, filed an application 
on November 17, 1954, for a certificate of public convenience and necessity, 
pursuant to Section 7 (c) of the Natural Gas Act, authorizing the Applicant to 
construct and operate natural-gas facilities as hereinafter described, subject 
to the jurisdiction of the Commission, all as more fully represented in the 
application. 

Applicant proposes to construct and operate a gas-purchase meter station to 
be connected to its existing 26-inch Eunice-Bastrop pipeline near the Beekman 
Field, Morehouse Parish, Louisiana, to take gas from Justiss-Mears Oil Com- 
pany, et al. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 15, 1955, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff Counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 

The Commission finds: 

(1) Texas Gas Transmission Corporation, a Delaware corporation with its 
principal place of business in Owensboro, Kentucky, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of March 30, 1948, in Docket No. G—855, 7 FPC 223. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s existing pipe- 
line system, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts proposed in said ap- 
plication and to conform to the requirements, rules, and regulations of the 
Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 
CFR 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which 
construction of facilities authorized by this order shall be completed and in 
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actual operation should be fixed at three months from the date on which this 
order issues. 

(6) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Texas Gas Transmission Corporation to construct and operate 
a gas-purchase meter station to be connected to its existing 26-inch Eunice- 
Bastrop pipeline near the Beekman Field, Morehouse Parish, Louisiana, all as 
more fully described in its application in this proceeding, for the transportation 
and sale of natural gas in interstate commerce subject to the jurisdiction of 
the Commission. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the is- 
suance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be constructed 
and placed in operation, as provided by paragraph (2) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure, is hereby fixed at 3 months 
from the date on which this order issues. 


Findings and order directing sale and delivery of natural gas 
The Forest Gas and Oil Co. 
Docket No, G-5918 


February 25, 1955 





The Forest Gas and Oil Company (Applicant), an Ohio corporation with 
its principal place of business in Forest, Ohio, filed an application on November 26, 
1954, as supplemented on January 4, 1955, for an order, pursuant to Section T (a) 
of the Natural Gas Act, directing The Ohio Fuel Gas Company (Ohio Fuel) to 
establish physical connection of its natural gas transportation facilities with 
the facilities of, and sell natural gas to, the Applicant for distribution to its 
customers in Jackson Township, Hardin and Wyandot Counties, Ohio. 

Applicant states that it is engaged in the business of producing and distribut- 
ing natural gas in Jackson Township, Hardin County, Ohio, in which the Village 
of Forest, Ohio, is located, furnishing at present 315 retail and commercial 
services with gas for other than space heating service. 

Applicant has, since 1888, obtained its supply of gas from its own production 
in the local area and up to 1950 furnished gas for full domestic and commercial 
service, including space heating, as well as industrial service as required. 
Applicant states further, that, in 1950 it became apparent the supply from the 
local wells would be insufficient to serve the potential existing load. 

In 1953, Applicant was authorized by the Public Utilities Commission of Ohio 
to abandon space heating service to the Village of Forest. 
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Applicant has secured a new franchise from the Council of the Village of 
Forest for a period of 20 years, extending from the time of signing of service 
agreement with The Ohio Fuel Gas Company. 

The present population of the Village of Forest is 1,100. Applicant proposes 
to make full and complete gas service available in the Village. Applicant 
estimates that Ohio Fuel will be required to furnish from the first to fifth year 
of proposed operation, inclusive, the following annual volumes: 35,000 Mcf, 
40,000 Mcf, 45,000 Mcf, 52,000 Mcf, and 60,000 Mcf, respectively. Estimated 
peak day demands from Ohio Fuel for the first to fifth year, inclusive, are stated 
at 250 Mcf, 280 Mcf, 300 Mcf, 350 Mcf, and 400 Mcf, respectively. Applicant 
will also have available a small quantity of local production. 

Applicant proposes to construct and operate approximately 7 miles of 3-inch 
pipeline extending due east from a point of connection on its existing local 
distribution system to a point of connection with Ohio Fuel’s existing 10-inch 
main transmission pipeline in Wyandot County, Ohio, at an estimated overall 
cost of $34,123.55, to be financed from its own liquid funds. 

Applicant states that it will be unnecessary for Ohio Fuel to construct any 
facilities to furnish the service requested, other than those designed to measure 
and regulate the gas. 

After due notice of the application herein by publication in the Federal 
Register on January 29, 1955 (20 FR 663), no petition to intervene or protest to 
the granting of the application has been received. 

The Commission jinds: 

(1) The Ohio Fuel Gas Company, an Ohio corporation having its principal 
place of business at Columbus, Ohio, is engaged in the transportation and sale 
of natural gas in interstate commerce for resale for ultimate public consump- 
tion, subject to the jurisdiction of the Commission, and is, therefore, a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of August 21, 1945, in Docket No. G-371, 4 FPC 
1033. 

(2) Applicant is a public utility duly organized and existing under the laws 
of the State of Ohio and is engaged in the business of producing, distributing and 
selling natural gas within the State of Ohio. 

(3) It is necessary and desirable in the public interest to direct The Ohio 
Fuel Gas Company to establish physical connection of its transmission system 
with the facilities proposed to be constructed and operated by the Applicant, 
and to sell and deliver to Applicant natural gas under Ohio Fuel’s appropriate 
rate schedules on file with the Commission. 

(4) The requirement that Ohio Fuel serve Applicant, as proposed, will not 
place an undue burden upon Ohio Fuel, nor require it to enlarge its transportation 
facilities for such purpose, nor impair its ability to render adequate service to 
its existing customers. 

The Commission orders: 

(A) The Ohio Fuel Gas Company be and it is hereby directed to establish 
physical connection with the facilities of Applicant, together with such metering, 
regulating and appurtenant facilities as may be required therefor, and to deliver 
and sell natural gas to Applicant pursuant to Ohio Fuel’s appropriate rate 
schedule on file with the Commission. 

(B) Ohio Fuel shall report to the Commission, in writing and under oath, 
the date of commencement of service to Applicant. 
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Findings and order issuing certificates of public convenience and necessity* 
United Gas Pipe Line Co., et al. 
Docket No. G—2818, et al. 
February 25, 1955 


United Gas Pipe Line Company (United), a Delaware corporation having its 
principal office in Shreveport, Louisiana, filed on September 20, 1954, in Docket 
No. G-2818, an application, which was supplemented on October 29, 1954, for 
a certificate of public convenience and necessity, pursuant to Section 7 of the 
Natural Gas Act, authorizing the continued transportation in interstate com- 
merce of natural gas from 14 gas-producing fields in Louisiana, Mississippi, 
and Texas as follows: 

3s - * s + © a 

United purchases natural gas produced in the foregoing fields and transports 
and sells such gas in interstate commerce for resale, subject to the jurisdiction 
of the Commission, all as more fully represented in the application as sup- 
plemented. 

* : . . a * * 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 14, 1955, respecting the matters involved in and the issues presented 
by the applications. No petition to intervene or protest to the granting of the 
applications has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) of the Commission’s Rules of Prac- 
tice and Procedure (18 CFR 1.30 (c) ). 

The Commission finds: 

(1) United owns and operates a natural-gas transmission pipeline system 
located in the States of Texas, Louisiana, Mississippi, Alabama, and Florida. 
By means of such operations United is engaged in the transportation and sale 
of natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is, therefore, a natural-gas 
company within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of November 10, 1942, in Docket No. G—232, 3 F. P. C. 
863. 

e * s = * o . 

(4) The continued transportation of natural gas in Docket No. G—2818, the 
continued sale of natural gas in Docket No. G-3893, and the proposed sales of 
natural gas in Docket Nos. G-4984, G-6397, G-6398, G-6401, and G-6445, herein- 
before described, as more fully described in the applications, are or will be 
made in interstate commerce, subject to the jurisdiction of the Commission, and 
such transportation or sales by Applicants, together with the construction and 
operation of any facilities subject to the jurisdiction of the Commission neces- 
sary therefor, are subject to the requirements of subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(5) Each Applicant is able and willing properly to do the acts and to perform 
the service hereinbefore described and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(6) The continued transportation of natural gas by United in Docket No. 
G-2818, the continued sale of natural gas by Callery in Docket No. G—3893, and 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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the proposed sale of natural gas by the respective Applicants in Docket Nos. 
G—4984, G-6397, G-6398, G-6401, and G-6445 hereinbefore described, together 
with the construction and/or operation of any facilities subject to the jurisdic- 
tion of the Commission necessary therefor, are required by the public convenience 
and necessity, and certificates therefor should be issued as hereinafter ordered 
and conditioned. 

(7) The record in these consolidated proceedings demonstrates that due and 
timely execution of its function imperatively and unavoidably requires that the 
intermediate decision procedure be omitted as hereinafter ordered and provided, 
and that the Commission render a decision. 

The Commission orders: 

(A) The intermediate decision procedure be and it is hereby omitted herein, 
in accordance with the aforesaid provisions of Section 1.30 of the Commission’s 
Rules of Practice and Procedure. 

(B) Certificates of public convenience and necessity be and the same are 
hereby issued authorizing the continued transportation of natural gas in inter- 
state commerce by Applicant in Docket No. G—2818, the continued sale of natural 
gas in interstate commerce by the Applicant in Docket No. G-—3893, and the 
sale of natural gas in interstate commerce by the Applicants in Docket Nos. 
G-4984, G-6397, G-6398, G-6401, and G-—6445, together with the construction 
and/or operation of any facilities used for the transportation or sale of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, as 
hereinbefore described, all as more fully described in the applications and exhibits 
in these proceedings, upon the terms and conditions of this order. 

(C) The certificates shall be accepted in writing and under oath by the re- 
spective Applicants within 30 days from the issuance of this order. 

(D) The certificates are not transferable and shall be effective only so long 
as such Applicants continue the acts or operations hereby authorized in ac- 
cordance with the provisions of the Natural Gas Act, and the applicable rules, 
regulations and orders of the Commission. 

(E) The grant of the certificates herein shall not be construed as a waiver 
of the requirements of Section 4 of the Natural Gas Act, or of Section 154 of 
the Commission’s Rules and Regulations thereunder requiring the filing of rate 
schedules for the services herein authorized, and is without prejudice to any 
findings or orders which have been or may hereafter be made by the Commission 
in any proceeding now pending or hereafter instituted by or against the Ap- 
plicants. 


Order authorizing issuance of securities 
Kansas Gas and Electric Company 
Docket No. E-6603 
March 3, 1955 * 


Kansas Gas and Electric Company (Applicant), a West Virginia corporation, 
having its principal business office at Wichita, Kansas, filed its application on 
February 4, 1955, and amendment thereto on February 11, 1955, for an order 
pursuant to Section 204 of the Federal Power Act, authorizing the issuance and 
sale of $10,000,000 amount of first mortgage bonds, % series due 1985, and 
60,000 shares of $100 par value series preferred stock. 

The Applicant intends to dispose of the bonds and preferred stock through 
competitive bidding by the invitation on or about March 7, 1955, of sealed 


*Supplemental order issued March 16, 1955, infra, p. 607. 
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written bids which will be opened by Applicant on March 15, 1955. With respect 
to the bonds each bid shall specify the coupon rate (which shall-be a multiple 
of % of 1%), and the price (exclusive of accrued interest) which shall not be 
less than the principal amount nor more than 102%4% of principal amount. With 
respect to the preferred stock each bid shall specify the dividend rate (which 
shall be a multiple of 1/25 of 1%) and the price per share (exclusive of ac- 
cumulated dividends) which shall not be less than par value of $100 per share 
nor more than 102%,% of par value. Unless the Applicant shall reject all bids 
or exclude a bid or bids for reasons specified in the invitation, it will accept 
the bids which provide for the lowest cost of money for the Bonds and Preferred 
Stock. 

The bonds will be issued under Applicant’s mortgage and deed of trust to 
Guaranty Trust Company of New York and Oliver R. Brooks (successor in- 
dividual trustee), as trustees, dated as of April 1, 1940, as supplemented by six 
supplemental indentures, the last being dated March 1, 1955. 

The application states that the proceeds will be used for the construction of 
electric facilities, to repay any bank loans incurred therefor and for other 
corporate purposes. Applicant’s construction program as applicable to 1955 
amounts to approximately $16,203,000 including expenditures on generating 
stations, transmission and distribution facilities and other additions and im- 
provements. 

Written notice of the application has been given to the State Corporation 
Commission of Kansas, and to the Governor of that State. Notice of the ap- 
plication was also published in the Federal Register on February 17, 1955 (20 
F. R. 1033), stating that any person desiring to be heard or to make any 
protest with reference to the application should file a petition or protest on or 
before March 1, 1955. No protest or petition or request to be heard in opposi- 
tion to the granting of the application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order dated No- 
vember 29, 1949, In the Matter of Kansas Gas and Electric Company, Docket 
No. E-6248, 8 F. P. C. 1318. 

(2) The proposed issuance of bonds and preferred stock will constitute is- 
suances of securities within the provisions of Section 204 of the Federal Power 
Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the meaning 
of Section 204 (f) of the Federal Power Act, and the proposed issuance of se- 
curities is, therefore, not exempt by virtue of that Section from the requirements 
of Section 204 of the Act. 

(4) The proposed issuance of bonds and preferred stock as hereinafter au- 
thorized and approved will be for a lawful object, within the corporate purposes 
of the Applicant and compatible with the public interest, which is appropriate 
for and consistent with the preper performance by Applicant of service as a 
public utility, and which will not impair its ability to perform that service, and 
is reasonably appropriate for such purposes. 

(5) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed issuance of bonds and preferred stock, upon the terms and 
conditions and for the purposes specified in the application, be and the same 
hereby are authorized and approved, subject to the provisions of this order. 
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(B) The proposed issuance and sale of bonds and preferred stock at com- 
petitive bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements: 
of Section 34.2 (k) (3) of the Commission’s rules relating to compliance with 
competitive bidding requirements and Section 34.2 (k) (4) of the rules, relating 
to affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegraph as contemplated 
by Section 34.9 of the rules. 

(ii) The Commission, by further order, shall have (1) approved the price 
to be received by Applicant for the bonds and the interest rate thereof and 
(2) approved the price per share of the preferred stock to be received by 
Applicant and the dividend rate to be paid by it. 

(C) This authorization to issue bonds and preferred stock for the purposes 
specified in the application shall expire unless the transactions hereby author- 
ized are consummated within 90 days after the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimates or determinations of costs, or any matter what- 
soever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property, 
claimed or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or ob- 
ligation on the part of the United States in respect to any securities to which 
this order relates. 


Order amending order granting certificate of public convenience and necessity 
and extending time for completion of construction 


The Ohio Fuel Gas Co. 
Docket No. G—1985 
March 4, 1955 


The Ohio Fuel Gas Company (Ohio Fuel), an Ohio corporation with its 
principal place of business in Columbus, Ohio, filed, on February 3, 1955, a motion 
to amend the Commission’s order issued February 6, 1953, 12 F. P. C. 828, in the 
above-entitled proceeding, granting a certificate of public convenience and neces- 
sity authorizing the construction and operation of certain facilities in connection 
with an underground natural gas storage program in the State of Ohio. 

The following tabulation identifies all facilities and storage pools authorized 
in this docket and the current status of each with respect to completion: 


Facilities Status of construction 

Holmes Compressor Station Delayed but to be completed by 7-1-55. 
14.2 miles of 20-inch pipeline Completed July 21, 1953. 

Authorized storage pools 

3 To be completed July 1, 1955. 

Completed July 31, 1953. 

Holmes 7-B Completed July 14, 1954. 
SIE TOES css secnnnsanletinminininaarndinsiddamian Not started. 
I I aidan cating cacti iai Not started. 


Ohio Fuel requests that authorization for the Holmes 7-C and 7—D storage 
pools be deleted from paragraph (A) of the Commission’s order issued Feb- 


468917—59 40 





586 FEDERAL POWER COMMISSION 


ruary 6, 1953, in Docket No. G-1985 and that paragraph (D) (1) of said order 
be amended to extend the time for completion and operation of the Holmes 
Compressor Station and the Weaver 3-F storage project from February 6, 1955, 
to July 1, 1955. 

Ohio Fuel states that the Holmes Compressor Station is partially completed 
with all units scheduled to be in operation for the 1955 input season. Con- 
struction for this station was delayed six weeks in the fall of 1954 due to a 
labor strike in the plant of the engine manufacturer, but construction has been 
resumed. It is estimated that the station will be completed and in operation 
by July 1, 1955. 

Ohio Fuel states that the construction of the Holmes storage projects 7-C 
and 7—D has not been started, and the need for such pools cannot be predicted 
at this time with any degree of accuracy which would justify an extension of 
time, since such need is predicated upon results of storage operations during 
the 1954-55 winter. Ohio Fuel, therefore, states that it relinquishes its cer- 
tificate for the construction and operation of the Holmes 7-C and 7-D storage 
projects, and will re-apply for certification when a proper showing can be made. 

With respect to storage pool designated as Weaver 3-F, Ohio Fuel states that 
this project has been delayed due to difficulty of obtaining satisfactory storage 
rights. However, it is anticipated that the project will be completed by July 1, 
1955. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate in carrying out 
the provisions of the Natural Gas Act to amend, as hereinafter ordered, the order 
of the Commission issued in this proceeding on February 6, 1953. 

The Commission orders: 

(A) The order of the Commission issued February 6, 1953, 12 F. P. C. 828, 
issuing a certificate of public convenience and necessity in Docket No. G—1985, 
be and the same is hereby amended as follows: 

(1) By deleting from ordering paragraph (A) of said order authorization with 
respect to facilities required for the conversion to storage service of Ohio Fuel’s 
Pools 7-C and 7-D. 

(2) By amending paragraph (D) (1) of said order to extend the time for 
completion and operation of the Holmes Compressor Station and the Weaver 
3-F storage project from February 6, 1955, to July 1, 1955. 

(B) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and neces- 
sity shall remain in full force and effect. 


Order amending order issuing certificate of public convenience and necessity 
Tennessee Gas Transmission Co. 
Docket No. G—2025 


March 4, 1955 


Tennessee Gas Transmission Company (Tennessee) filed, on December 30, 
1954, a petition to modify the certificate order issued in this proceeding on 
October 30, 1952, 11 F. P. C. 1388, pursuant to Section 16 of the Natural Gas 
Act. The certificate order for which modification is sought authorized Tennessee 
to construct and operate a sales meter station on its main transmission pipeline 
near Ashland, Mississippi, for the sale and delivery to Ashland of a volume 
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of natural gas not to exceed 160 Mcf daily for resale in the Village of Ashland 
and environs, and further provided that the facilities should be constructed and 
placed in operation by April 28, 1953. 

On September 28, 1953, the Village of Ashland advised Tennessee it was 
unable to obtain the required financing for the installation of the distribution 
system proposed for Ashland. A motion to vacate the Commission’s certificate 
order issued herein was filed by Tennessee with the Commission on October 30, 
1953. Tennessee, having been subsequently advised that Ashland desired an 
extension of time in which to purchase gas from Tennessee and to complete 
the construction of its distribution system, now desires to withdraw a motion 
to vacate filed by it herein on October 30, 1953, and requests that paragraph (C) 
(1) of the original certificate order issued herein be modified so as to provide 
for an extension of time to March 1, 1955, within which the construction 
authorized in said order shall be completed and actual operations thereunder 
shall be commenced. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate in carrying 
out the provisions of the Natural Gas Act to (a) amend as hereinafter ordered 
paragraph (C) (1) of the order of the Commission issued in this proceeding on 
October 30, 1952, so as to extend the time for the construction of the requested 
facilities and the placement thereof in operation to March 1, 1955, (b) allow 
Tennessee 30 days from the date of issuance of the order of modification granted 
herein to accept the certificate, (c) modify paragraph (C) (3) so as to require 
Tennessee to render service initially under presently effective Rate Schedule G—1 
or GS-1, and (d) permit Tennessee to withdraw its motion to vacate filed on 
October 30, 1953, all as requested in its petition for modification filed herein 
on May 28, 1954, as supplemented July 14, 1954. 

The Commission orders: 

The order of the Commission issued October 30, 1952, be modified so as to 
(1) extend the time for the construction of the requested facilities and the 
placement thereof in operation to March 1, 1955, (2) allow Tennessee 30 days 
from the date of issuance of this order of modification to accept the certificate 
as modified, (3) require Tennessee to render service initially under presently 
effective Rate Schedules G—1 or GS-1, and (4) permit Tennessee to withdraw its 
motion to vacate filed herein on October 30, 1953, all as more fully requested 
in its petition for modification filed herein on December 30, 1954. 


Order issuing preliminary permit 
The Montana Power Co. 
Project No. 2163 
March 8, 1955 


Application was filed July 23, 1954, by The Montana Power Company, of Butte, 
Montana, for a preliminary permit under the Federal Power Act (hereinafter 
referred to as the Act) for proposed Project No. 2163, to be located on Flathead 
River, navigable waters of the United States, in Lake County, Montana, and 
affecting lands within the Flathead Indian Reservation. 

As described in the application, the proposed project will consist of a concrete 
dam at Buffalo Site No. 2 in sec. 1, T. 21 N., R. 22 W., Montana Principal 
Meridian, and about 12 miles downstream from applicant’s existing Kerr Develop- 
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ment, Project No. 5; a reservoir extending to the Kerr powerhouse with normal 
water surface at elevation 2705 feet (USGS datum) ; a powerhouse with an 
installed capacity of about 120,000 kilowatts; a 100-kv transmission line to be 
connected to the applicant’s transmission system; and appurtenant electrical 
and mechanical facilities. 

The applicant proposes to distribute the power generated through its system 
for public-utility purposes. 

Buffalo Site No. 2 is located in the upper part of the reservoir of and would 
be submerged by the proposed Paradise project which is one of the potential 
power and storage projects described in the Corps of Engineers review report on 
the Columbia River and tributaries published as House Document No. 531, 
8ist Congress, 2d Session. The Paradise dam would be located on the Clark 
Fork River about four miles downstream from its confluence with Flathead 
River and would create a reservoir which would have a normal water surface 
at elevation 2700 feet extending almost to the applicant’s existing Kerr project. 

The Paradise project is neither authorized nor has it been recommended for 
authorization. According to the review report, there was opposition to the 
Paradise project by local interests and the Flathead Indian Tribe and, due to 
such opposition, the project has not been proposed for immediate construction by 
the Corps of Engineers. It is retained, however, as an alternative project in the 
main control plan. 

The permit issued herein does not authorize construction of the proposed 
project—being for the sole purpose of maintaining priority of application for 
a license for the project under the terms of the Federal Power Act—and does 
not prohibit construction of the Paradise or any other project by the United 
States in the watershed involved. 

The Chief of Engineers, Department of the Army, has reported to the Com- 
mission that if constructed as contemplated in its report published as House 
Document No. 531, the Paradise project would conflict with the proposed project 
of the applicant; that the Paradise project was not recommended for author- 
ization and so far as known, authorization or construction of the project is not 
anticipated within the foreseeable future; and that no objection is interposed 
to the issuance of a preliminary permit to the applicant, but that it appears that 
any subsequent application for license will have to be carefully considered in 
light of circumstances then existing as to its adaptability to the most practicable 
plan of development for the river. 

An Assistant Secretary of the Interior, acting for the Secretary of the Interior, 
has reported that in order that comprehensive development of water resources 
may be assured there is need for further studies of the entire reach of the river 
between the applicant’s existing Thompson Falls and Kerr Plants before grant- 
ing of license for the proposed project; and that the forebay of the proposed 
development would inundate the 12 miles of river between the dam and the 
applicant’s existing Kerr Dam; and has requested that a stipulation be included 
in the preliminary permit in the interest of fish and wildlife conservation sub- 
stantially as hereinafter provided. 

The Department of Fish and Game of the State of Montana has requested the 
insertion in the preliminary permit of certain conditions in the interest of fish 
and wildlife resources substantially as hereinafter provided. 

Montana State Rural Electric Cooperative Association, of Billings, Montana, 
and Northwest Public Power Association, Inc., of Vancouver, Washington, have 
protested the granting of a preliminary permit for the proposed project on the 
grounds of conflict with the proposed Paradise project. 

The Tribal Council of the Confederated Salish and Kootenai Tribes of the 
Flathead Reservation have approved resolutions rejecting the application for 
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a preliminary permit for the proposed project because of failure of applicant to 
indicate that the Tribes would receive any payments for the development of 
the site. 

The petition for leave to intervene in the matter, which was filed by Montana 
Farmers Union, of Great Falls, Montana, and to which an answer was filed by 
the applicant, is being dismissed by the Commission by separate order. 

A preliminary permit was issued April 27, 1954, effective as of April 1, 1954, 
to the applicant for proposed Project No. 2135 at the Buffalo Rapids site on 
Flathead River and about eight miles upstream from proposed Project No. 2168. 
Both proposed projects have normal water surface at elevation 2705 feet and 
are, therefore, in conflict. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
New Jersey. 

(2) The project will be located on navigable waters of the United States and 
will occupy lands within the Flathead Indian Reservation. 

(3) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 

(4) The project does not affect any Government dam and no reason is apparent 
at this time for its development by the United States. 

(5) The’project as proposed would conflict with the Paradise project proposed 
in House Document No. 581, 81st Congress, 2d Session, but it is in the public 
interest to allow the applicant to obtain additional engineering and economic 
data which may be useful in further consideration of a plan of development for 
the Columbia River and Clark Fork basins. 

(6) The proposed project would conflict with the applicant’s proposed Project 
No. 2135. However, this concerns only the applicant since it is the permittee 
for both proposed projects. 

The Commission orders: 

(A) This preliminary permit is issued to The Montana Power Company (here- 
inafter referred to as the Permittee) for a period of fifteen months, effective 
as of February 1, 1955, for the sole purpose of maintaining priority of applica- 
tion for a license for Project No. 2163 to be located upon navigable waters of the 
United States and affecting lands within the Flathead Indian Reservation, 
subject to the terms and conditions of the Act which is hereby incorporated by 
reference 9s a part of this permit, and subject to such rules and regulations as 
the Commission has issued or prescribed under the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in 
Form P-1, entitled “Terms and Conditions of Preliminary Permit,” 16 F. P. C. 
1303, which terms and conditions (described as Articles 1 through 8) ane at- 
tached hereto and made a part hereof; and subject to the following special 
conditions set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each three-month period 
from the effective date of the permit to the Commission’s Regional Engineer in 
San Francisco, California, accurate statements of the work accomplished during 
the period and of the work contemplated under the preliminary permit for the 
ensuing period. 

Article 10. Project planning shall be carried on by the Permittee in coopera- 
tion with the Department of Fish and Game of the State of Montana, the Bureau 
of Indian Affairs, and the United States Fish and Wildlife Service in order 
that due consideration may be given to the interests of these agencies in the 
preservation of fish and wildlife resources. 
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Article 11. The issuance of this preliminary permit shall not be construed 
as any assurance whatsoever that a license may be issued later for a project at 
the so-called Buffalo Site No. 2 or at any other site on the Flathead River. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
preliminary permit. In acknowledgment of the acceptance of this preliminary 
permit, it shall be signed for the. Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Order issuing preliminary permit 
The Montana Power Co. 
Project No. 2164 
March 8, 1955 


Application was filed July 23, 1954, by The Montana Power Company, of Butte, 
Montana, for a preliminary permit under the Federal Power Act (hereinafter 
referred to as the Act) for proposed Project No. 2164, to be located on Flathead 
River, navigable waters of the United States, in Lake and Sanders Counties, 
Montana, and affecting lands within the Flathead Indian Reservation. 

As described in the application, the proposed project will consist of a con- 
crete dam at Buffalo Site No. 4 in sec. 1, T. 19 N., R. 22 W., Montana Principal 
Meridian, and about 36 miles downstream from the applicant’s existing Kerr 
Development, Project No. 5; a reservoir about 24 miles long extending upstream 
to Buffalo Site No. 2 (applicant’s proposed Project No. 2163) with normal water 
surface at elevation 2,625 feet (USGS datum) ; a powerhouse with an installed 
capacity of about 120,000 kilowatts; a 100-kv transmission line to be connected 
to the applicant’s transmission system; and appurtenant electrical and mechan- 
ical facilities. 

The applicant proposes to distribute the power generated through its system 
for public-utility purposes. 

Buffalo Site No. 4 is located in the upper part of the reservoir of and would 
be submerged by the proposed Paradise project which is one of the potential 
power and storage projects described in the Corps of Engineers review report 
on the Columbia River and tributaries published as House Document No. 531, 
8ist Congress, 2d Session. The Paradise dam would be located on the Clark 
Fork River about four miles downstream from its confluence with Flathead River 
and would create a reservoir which would have a normal water surface at 
elevation 2,700 feet extending almost to the applicant’s existing Kerr project. 

The Paradise project is neither authorized nor has it been recommended for 
authorization. According to the review report, there was opposition to the 
Paradise project by local interests and the Flathead Indian Tribe and, due to 
such opposition, the project has not been proposed for immediate construction 
by the Corps of Engineers. It is retained, however, as an alternative project in 
the main control plan. 

The permit issued herein does not authorize construction of the proposed 
project—being for the sole purpose of maintaining priority of application for a 
license for the project under the terms of the Federal Power Act—and does not 
prohibit construction of the Paradise or any other project by the United States 
in the watershed involved. 
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The Chief of Engineers, Department of the Army, has reported to the Com- 
mission that if constructed as contemplated in its report published as House 
Document No. 531, the Paradise project would conflict with the proposed project 
of the applicant; that the Paradise project was not recommended for authoriza- 
tion and so far as known, authorization or construction of the project is not 
anticipated within the foreseeable future; and that no objection is interposed 
to the issuance of a preliminary permit to the applicant, but that it appears that 
any subsequent application for license will have to be carefully considered in 
light of circumstances then existing as to its adaptability to the most practicable 
plan of development for the river. 

An Assistant Secretary of the Interior, acting for the Secretary of the In- 
terior, has reported that in order that comprehensive development of water re- 
sources may be assured there is need for further studies of the entire reach of 
the river between the applicant’s existing Thompson Falls and Kerr Plants 
before granting of license for the proposed project; and that the forebay of the 
proposed project would inundate the 24 miles of river between the dam and the 
applicant’s proposed Project No. 2163; and has requested that a stipulation be 
included in the preliminary permit in the interest of fish and wildlife con- 
servation substantially as hereinafter provided. 

The Department of Fish and Game of the State of Montana has requested the 
insertion in the preliminary permit of certain conditions in the interest of fish 
and wildlife resources substantially as hereinafter provided. 

Montana State Rural Electric Cooperative Association, of Billings, Montana, 
and Northwest Public Power Association, Inc., of Vancouver, Washington, have 
protested the granting of a preliminary permit for the proposed project on the 
grounds of conflict with the proposed Paradise project. 

The Tribal Council of the Confederated Salish and Kootenai Tribes of the 
Flathead Reservation have approved resolutions rejecting the application for 
a preliminary permit for the proposed project because of failure of applicant 
to indicate that the Tribes would receive any payments for the development of 
the site. 

The petition for leave to intervene in the matter which was filed by Montana 
Farmers Union, of Great Falls, Montana, and to which an answer was filed 
by the applicant, is being dismissed by the Commission by separate order. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
New Jersey. 

(2) The project will be located on navigable waters of the United States 
and will occupy lands within the Flathead Indian Reservation. 

(3) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 

(4) The project does not affect any Government dam and no reason is ap- 
parent at this time for its development by the United States. 

(5) The project as proposed would conflict with the Paradise project pro- 
posed in House Document No. 531, 8ist Congress, 2d Session, but it is in the 
public interest to allow the applicant to obtain addifional engineering and 
economic data which may be useful in further consideration of a plan of de- 
velopment for the Columbia River and Clark Fork basins. 

The Commission orders: 

(A) This preliminary permit is issued to The Montana Power Company (here- 
inafter referred to as the Permittee) for a period of fifteen months, effective 
as of February 1, 1955, for the sole purpose of maintaining priority of application 
for a license for Project No. 2164 to be located upon navigable waters of the 
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United States and affecting lands within the Flathead Indian Reservation, sub- 
ject to the terms and conditions of the Act which is hereby incorporated by 
reference as a part of this permit, and subject to such rules and regulations as 
the Commission has issued or prescribed under the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in 
Form P-1, entitled “Terms and Conditions of Preliminary Permit,” 16 F. P. C. 
1303, which terms and conditions (described as Articles 1 through 8) are attached 
hereto and made a part thereof; and subject to the following special conditions 
set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each three-month period 
from the effective date of the permit to the Commission’s Regional Engineer in 
San Francisco, California, accurate statements of the work accomplished during 
the period and of the work contemplated under the preliminary permit for the 
ensuing period. 

Article 10. Project planning shall be carried on by the Permittee in coopera- 
tion with the Department of Fish and Game of the State of Montana, the 
Bureau of Indian Affairs, and the United States Fish and Wildlife Service in 
order that due consideration may be given to the interests of these agencies 
in the preservation of fish and wildlife resources. 

Article 11. The issuance of this preliminary permit shall not be construed as 
any assurance whatsoever that a license may be issued later for a project at the 
so-called Buffalo Site No. 4 or at any other site on the Flathead River. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
preliminary permit. In acknowledgment of the acceptance of this preliminary 
permit, it shall be signed for the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Order denying application for rehearing 
Humble Oil & Refining Co. 


Docket Nos. G-6753, G-6754, G-6755, G-6756, G-6757, G-6758, 
G-6759, G-6760, G-6761, and G-6282 


March 10, 1955 


Humble Oil and Refining Company, on February 9, 1955, filed an application 
for rehearing on rejection of its applications in the above dockets. Humble 
was advised of the rejection of its application in G-6282 by letter dated Feb- 
ruary 1, 1955, and of rejection of the other applications by letter dated Jan- 
uary 20, 1955. 

In Docket No. G-6753, Continental, as operator, September 23, 1954, began 
marketing Humble’s gas pursuant to its contract with El Paso Natural Gas 
Company dated April 17, 1951. Operator accounts to Humble for its gas at the 
same rate per Mcf which operator receives under its contract. 

In Docket Nos. G-6754 through G-6757, Gulf Refining Company, as operator 
under its operating agreement, has authority to market Humble’s share of gas 
when Humble is not taking in kind. Gulf has a contract with United Gas Pipe 
Line Company and delivery is made under the same conditions as applicable to 
Continental. 
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In Docket No. G-6758, Stanolind Oil and Gas Company, as operator and 
pursuant to a Division order dated May 6, 1947, has authority to market Humble’s 
share of the gas and accounts to Humble in the same manner as above. 

In Docket Nos. G-6759 and G-6760, Humble owns an interest in casinghead 
gas produced by the Texas Company, operator. Under terms of Division orders 
dated April 15, 1954, and September 1, 1943, the Texas Company has authority 
to market Humble’s share of the gas. The operator markets Humble’s share 
to the Texas Gas Corporation and the latter sells residue gas to pipeline com- 
panies for resale. Under such Division orders, operator accounts to Humble. 

In Docket No. G-6761, Humble owns an interest in casinghead gas produced 
by Phillips Petroleum Company, operator. Under a Division order dated May 24, 
1946, Phillips, as operator, has authority to market Humble’s share of the gas. 
The gas is sold to Texas Gas Corporation for processing. Texas Gas sells the 
residue to pipeline companies for resale. Operator accounts to Humble. 

In Docket No. G-6282, Humble owns an interest in natural gas produced by 
Stanolind Oil and Gas Company, operator. Under the terms of the operating 
agreement dated September 15, 1954, Stanolind, as operator has authority to 
market Humble’s gas when Humble is not taking in kind. Operator markets or 
will market Humble’s share under a contract with Mississippi River Fuel Cor- 
poration dated April 3, 1951. Operator accounts to Humble for gas sold. 

The January 20 letter states that Humble is not a party to the respective sales 
contracts there involved under which Humble’s gas is sold. The rejection 
letter dated February 1, 1955 also recites “It is not apparent that Humble has 
standing to file the instant application.” 

Humble, in its application for rehearing, avers its understanding that the 
Commission had ruled that it has no jurisdiction over the sales and deliveries 
of gas described, and, accordingly, no certificate of public convenience and 
mecessity and other filings are required, and contends that the rejections of 
January 20 and February 1, 1955, are “arbitrary, discriminatory and unlawful 
and are not in accordance with the applicable governing regulations issued by 
the Commission.” 

Humble asserts that the applications were filed under Order No. 174-A;1 that 
Humble did not at any time grant to any operator authority to file a certificate 
application covering the sale of gas belonging to Humble as a non-operator; 
that no operator could properly undertake to represent Humble in filing an 
application covering the sale of Humble’s gas; that no such operator could 
comply with the above provisions of Order No. 174-A; that “The construction 

. placed by Humble upon the Commission’s Order No. 174-A in each and all of the 
aforesaid applications was the construction followed throughout the industry, 
so far as Humble knows;” that Humble, by letter to co-owners of jointly owned 
leases, units, plants, and other facilities in which Humble owned an interest, 
made clear its intentions to file applications only with respect to its own in- 
terests; that Humble received similar letters from other producers; and, that 
some producers instructed addressees not to file any application on their behalf. 

Humble also avers that, assuming applicability of Order No. 174-B, the re- 
jections constituted “an improper means for converting the permissive character 
of certain regulations promulgated by that order into a mandatory form as to 
certain but not all of Humble’s applications in the category involved, and leav- 
ing those regulations permissive as to other producers,” and that the statement 
in the letter of February 1 that “The law requires that the operator secure 


1 Section 157.25 of Order No. 174-A contained the following requirement : “Zehibit A. If 
Applicant represents a group of individuals satisfactory proof of his authority to file the 
application.” , 
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authorization to effect such sale” operates to change the permissive character 
of Section 154.91 (b) and Section 157.23 (c) into a mandatory requirement.? 

As further evidence of the arbitrary, discriminatory and unlawful character 
of the Commission’s action with respect to rejection Humble avers that in Docket 
Nos. G-3085 through G-3099, with respect to factual operations substantially 
indistinguishable, the Commission granted Humble certificates of public con- 
venience and necessity by order issued December 15, 1954, and that the Com- 
mission has issued a number of certificates to other producers in similar cir- 
cumstances; that with respect to Humble’s applications in Docket Nos. G-6758 
through G-6761 such rejection “thwarts” the principles of the Administrative 
Procedure Act inasmuch as the Commission has made them the subject of 
status determination proceedings pursuant to Humble’s petition for a declara- 
tory order in Docket No. G-5261, which matter is presently pending before the 
Presiding Examiner; that by order issued January 25, 1955, the Commission 
denied Staff Counsel’s motion for omission of the intermediate decision pro- 
cedure; that five days earlier, January 20, 1955, by rejection of Humble’s ap- 
plication, the Commission decided a number of issues presented in Docket 
No. G-5261; that representatives of Humble conferred on a number of occasions 
in the past “with various representatives of the Commission’s staff”; that 
Humble filed as rate schedules copies of its joint operating contracts; that “upon 
request of the staff” Humble attempted to identify the sales contract filed by 
the operator in such case; that “after collaboration with the staff, arrange- 
ments were designed whereunder Humble would file a ‘concurrence’ related to 
the operator’s sales contract,” that it would appear that Humble’s rate filings 
would also be rejected; that the Commission presumably accepted for filing 
Humble’s “rate filings” in situations factually indistinguishible from those in- 
volved in the instant application since “it has not questioned or rejected them”; 
that Humble has not authorized any operator to file on its behalf; that no 
operator, to Humble’s knowledge, has undertaken to represent it in such filing; 
and, that “Humble does not now understand how such an operator might 
lawfully file in behalf of Humble a certificate application covering the sale 
of Humble’s gas.” 

Humble avers that it has been advised by operators who market Humble’s gas 
“they cannot account to Humble for such gas until and unless Humble furnishes 
them with evidence that the Commission has accepted Humble’s rates”; “that 
if, as logically follows, the Commission would reject Humble’s rate filings and 
concurrences,” it would be denied the amounts due it under accounting by op- 
erators, for Humble would have no rate on file, and the operator’s sales contract 
cannot supply the filed rate “so long as the regulations merely permit, but do 
not require, the operator to make the necessary filings with respect to the sales 
of a non-operator’s gas,” and, finally, that it is error for the Commission to 
“issue permissive regulations and thereafter to construe them as mandatory, 
especially where the effect will be to prevent Humble from complying with 
such regulations in accordance with their clear meaning,” that, in the alterna- 
tive, the Commission has “failed to issue reasonable regulations pursuant to 
which Humble may comply with the law in the conduct of its lawful business,” 


21It further asserts (p. 9, fn 5) that in Docket No. G-3105 “staff counsel apparently 
took a position that Humble’s application should be rejected since it did not embrace the 
sale of gas belonging to the non-operators. In other words, it is apparently the position 
of staff counsel that, notwithstanding the permissive character of the regulations, Humble, 
as operator, is required to file a petition on behalf of the non-operators. This position 
is apparently taken despite the fact that Humble has no authority to file for the non- 
operators, and despite the affirmative requirement for proof of such authority contained 
in the controlling provisions of Order No. 174-A.” 





ORDERS 595 


and, that the rejection action “operates to confiscate Humble’s property without 
due process of law contrary to the provisions of the Fifth Amendment of the 
Constitution of the United States.” 

The prayer of the application is that “forthwith and without hearing, or 
after hearing or oral argument or both, as to the Commission may seem neces- 
sary,” an order issue modifying the rejections and disclaiming jurisdiction or 
rescinding the rejections and granting the certificates as sought in the ap- 
plications. 

Regarding the issue of jurisdiction: It is apparent that Humble has seized 
upon the rejection to assert the hypothesis of non-jurisdiction. The factual 
situation presented does not permit determination of jurisdiction for there is no 
record of the complete nature of operations. The letters of rejection were not 
intended to and did not pass upon such substantive issues. The action taken is 
wholly a matter of proper administrative procedure. 

Humble relies upon the requirement of Section 157.25, Exhibit A of Orders 
Nos. 174 and 174-A, which provide that where one person filed on behalf of 
others, there must be submitted “satisfactory proof of his authority to file the 
application.” It is suggested that this requirement related to operators and 
non-operators and that therefore the obligation was primarily upon the non- 
operator. Assume this is so generally, there is nothing in that requirement 
which suggests that a non-operating working interest which is not a party to 
the contract of sale between the operator and a pipeline company, or which 
has not also executed a contract with the pipeline company, has any standing 
to file an application authorizing the sale by it to the pipeline company. To the 
contrary, it suggests a principal and agent relationship with respect only to the 
filing itself and not a principal-agent relation for purposes of sale. 

The sale which Humble suggests, for example, in Docket No. G-6282, is a 
sale by it to the pipeline company, for which sale it cannot show a contract to 
which it is a party and, therefore, is not a proper party to file an application for 
a certificate, and certainly cannot file a rate schedule within the meaning of 
Section 154.98. That this is the sale intended by Humble is shown by (a) the 
asserted agency representation, for if a principal and agent are involved at all 
it must be with respect to a third party, viz, the pipeline company ; (b) the letters 
to and by Humble, attached as exhibits to its “application for rehearing,” all 
speak of “agent for,” “on behalf of,” “denial of such authority,” and “other 
party’s behalf”; (c) the averment that “Humble did not at any time give or 
grant to any of the operators * * * authority to file a certificate application 
covering the sale of gas belonging to Humble as a non-operator”; and (d) the 
averment that “Nor is it any answer to say that the filing of the operator’s sales 
contract supplies the filed rate so long as the regulations merely permit, but do 
not require, the operator to make the necessary filings with respect to the sale 
of a non-operator’s gas.” 

Humble endeavors to establish that the Commission action of rejection was 
“an improper means for converting the permissive character of certain regula- 
tions promulgated by that Order [No. 174—B] into a mandatory form * ® *,” and 
that “the rejections of January 20 and February 1 would operate to change the 
permissive character of the aforesaid provisions [Section 154.91 (b)] of the 
Commission’s Order No. 174-B.” There is absolutely no merit to this position, 
for the rejection, in the circumstances, was proper and would have been proper 
under Orders Nos. 174, 174-A, or 174-B. 

Humble, in its endeavor to show that the permissive has become mandatory, 
refers (p. 9 fn 5) to the proceedings in Docket No. G-3105, presently pending 





596 FEDERAL POWER COMMISSION 


before an Examiner and awaiting briefing. We do not at this time intend to 
pass upon or determine the issues there involved. 

It is suggested that the rejections have “foreclosed Humble from complying 
with the Act and the Commission’s regulations,” that it might be subject to 
prosecution and penalties for failure to comply, and that it does not know what 
is expected of it in various positions, particularly as owner of a non-operating 
working interest whose gas is being sold in interstate commerce for resale. 

We recognize the great uncertainty engendered by our recently determined 
power to regulate independent producers. We will, therefore, express generally 
our view of the several obligations of a non-operating working interest and of 
an operator. 

Assuming jurisdiction extends to the wellhead in instances here involved, if 
&@ proper application is made by the operator for authority to effect a sale of 
natural gas in terms consistent with the contractual obligation with the purchaser 
and a non-operating working interest is not permitted to file in the absence of 
an election to take in kind and a sale by it to the pipeline company, reasonable 
administration of the Act will be had. The rejection letter of February 1, 1955, 
properly stated that “The law requires that the operator secure authorization to 
effect such sale” [to the pipeline company by the operator]. Operators will 
thus be required to secure certificates in conformity with contractual service 
undertakings and non-operator interests will be fully protected. If a non- 
operator chooses to take in kind and to sell to a different pipeline company or 
to otherwise use its gas, it should file an application under Section 7 (b), in 
which it refers to the operator’s certificate and the operating agreement and 
seeks permission to take its gas in kind for designated purposes and reasons. If 
a new sale in interstate commerce for resale is proposed, application should 
be made under Section 7 (c) for appropriate certificate authorization. 

Suggestion is made that the Commission in the past issued certificates under 
identical facts to Humble and to others, That circumstance does not require 
continued action of a like character, particularly when reasonable administration 
requires as well as permits a revision of policy in that regard. 

The operation of Humble is not one which requires or permits Humble to 
secure a certificate of public convenience and necessity to sell nor to file and 
establish a rate schedule. Conversely, the seller of this gas is required to secure 
certificates of public convenience and necessity for all of the gas sold and to file 
rate schedules covering those sales, all of which are made by contracts signed 
only by the operator. 

Regarding the averment that rejection here “thwarts the principals sought 
to be established by the Administrative Procedure Act,” it is sufficient to note 
that the declaratory order proceedings concern jurisdictional status, whereas 
the rejections here involved relate to reasonable administration only as regards 
the filing of an application. 

The Commission further finds: 

The application of Humble Oil & Refining Company for rehearing presents 
no new facts or principles of law not heretofore considered or which now 
having been considered warrant rehearing, modification or rescission of the re- 
jection letters of January 20, 1955 and February 1, 1955. 

The Commission orders: 

The application of Humble Oil & Refining Company for rehearing, filed 
February 9, 1955, be and the same hereby is denied. 

Chairman Kuykendall not participating. 
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Order denying motions to dismiss 


Argo Oil Corp, et al., G-6810; Argo Oil Corp. and Magnolia Petroleum Co., 

G-6811; Texas Illinois Natural Gas Pipeline Co. v. Argo Oil Corp., et al., 

G-2951; Texas Illinois Natural Gas Pipeline Co. v. Argo Oil Corp. and 
Magnolia Petroleum Co., G-2950 


March 11, 1955 


On February 14, 1955, Magnolia Petroleum Company (Magnolia), respondent 
in each of the above dockets, filed with this Commission an instrument entitled 
“Plea to the Jurisdiction, Motion to Dismiss and Answer of Magnolia Petroleum 
Company to Order to Show Cause,” and on February 17, 1955, Sun Oil Company 
(Sun Oil), respondent in Docket Nos. G-6810 and G—2951, filed an instrument 
with this Commission entitled “Motion of Sun Oil Company to Dismiss Show 
Cause Order,” and on March 3, 1955, Fidelity Oil and Royalty Company, Mound 
Company, and R. A. Welch filed a motion to dismiss show cause order. 

Each of the instruments filed is addressed to the Commission’s order issued 
January 10, 1955, in the above dockets, and alleges principally that in issuing 
its order to show cause and setting the matters for hearing, the Commission 
violates the orders issued by the United States Court of Appeals for the Fifth 
Circuit staying the Commission’s Order No. 174-A. 

Both Magnolia and Sun Oil argue in their motions that the proceeding in the 
Fifth Circuit involves all the matters which would come before the Commission 
in the proceeding under the order to show cause issued January 10, 1955, includ- 
ing the issues whether each of the companies is a “natural-gas company” within 
the meaning of that term as used in the Natural Gas Act, and whether each 
is in violation of Section 7 (b) of the Natural Gas Act in its attempt to abandon 
the sale and service of natural gas to Texas Illinois without permission and 
approval of the Commission first had and obtained, after due hearing pursuant 
to that Section 7 (b) of the Act. 

Our position on the effect of the stay order of the United States Court of 
Appeals for the Fifth Circuit, the issue raised by Magnolia and Sun Oil in their 
motions, is set forth in the order issued January 10, 1955, wherein we said: 

The action which we are taking herein is brought under the Natural Gas 
Act and in no way relates to the regulations prescribed by Order No. 174-A, 
and of course is not intended to be and in our opinion is not, in violation of 
the stay issued by the Fifth Circuit in the two review cases, as that Court 
could not and did not attempt to set aside the requirements of the statute. 

Whatever obligations Magnolia, Sun Oil and the other respondents named in 
the order issued January 10, 1955, may have respecting certificates of public 
convenience and necessity or the abandonment of sales or service, those ob- 
ligations are fixed and established by the provisions of the Natural Gas Act. 
Whether those obligations attach to Magnolia, Sun Oil and the other respondents 
depends on the main issue raised by the order of January 10, 1955, namely, 
whether or not those parties are “natural-gas companies,” and that determina- 
tion under the Congressional policy of responsibility for the effective functioning 
of the administrative process is committed for initial decision to this Commis- 
sion. A court will not interfere with a hearing for that purpose. ee Power 
Commission y. Metropolitan Hdison Co., 304 U. 8. 375. 

The issuance of the order to show cause and the setting of hearing on the 
issues there specified is appropriate and necessary to effectively administer the 
provisions of the Natural Gas Act, and in no way constitutes a violation of the 
stay issued by the United States Court of Appeals for the Fifth Circuit. 
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In addition, Magnolia and Sun Oil advance certain ancillary contentions that 
the order issued January 10, 1955, is unlawful by reason of the procedure for 
hearing outlined therein, and, further, because the. recitations in such order 
indicate that there has been a prejudgment of the issues to be tried. We, like- 
wise, find those contentions to be without merit. 

The joint motion filed on March 8, 1955, by Fidelity Oil and Royalty Company, 
Mound Company, and R. A. Welch to dismiss the show cause order issued 
January 10, 1955, is of like tenor and effect as the Magnolia and Sun Oil motions, 
and is likewise lacking in merit. 

The Commission, therefore, further finds: 

The motions to dismiss filed by Magnolia and Sun Oil on February 14 and 17, 
1955, respectively, and by Fidelity Oil and Royalty Company, Mound Company 
and R. A. Welch on March 3, 1955, in the above dockets have not been justified 
in law or fact and should be denied. 

The Commission orders: 

The motions filed by Magnolia Petroleum Company and Sun Oil Company on 
February 14 and 17, 1955, respectively, and by Fidelity Oil and Royalty Company, 
Mound Company and R. A. Welch on March 3, 1955, to dismiss the order to show 
cause issued in the above dockets on January 10, 1955, be and the same hereby 
are denied. 

Commissioner Digby dissenting. 


Order providing for issuance of subpoenas duces tecum 


Argo Oil Corp., Brown and Wheeler, Continental Oil Co., Fidelity Oil and Royalty 
Co., Mound Co., R. A. Welch, La Gloria Oil and Gas Co., Magnolia Petroleum Co., 


The Ohio Oil Co., Phillips Drilling Corp., Irene Sheerin, Individually and as 
independent executrix of the Estate of John J. Sheerin, C. C. Small and Binford 
Arney, Trustees for Trust “B” for John Joseph Sheerin, Jr., James Lawrence 
Sheerin, and Robert Malcolm Sheerin, Sun Oil Co., and Wiltex Corp., Docket 
No. G-6810; Argo Oil Corp. and Magnolia Petroleum Co., Docket No. G-6811; 
Texas Illinois Natural Gas Pipeline Co. v. Argo Oil Corp., et al., Docket No. 
G-2951 ; Texas Illinois Natural Gas Pipeline Co. v. Argo Oil Corp. and Magnolia 
Petroleum Co., Docket No. G-2950 


March 11, 1955 


The Commission by order issued January 10, 1955, as amended by notice of 
postponement issued February 1, 1955, ordered Argo Oil Corporation, Brown 
and Wheeler, Continental Oil Company, Fidelity Oil and Royalty Company, 
Mound Company, R. A. Welch, La Gloria Oil and Gas Company, Magnolia 
Petroleum Company, The Ohio Oil Company, Phillips Drilling Corporation, Irene 
Sheerin, individually and as independent executrix of the Estate of John J. 
Sheerin, C. C. Small and Binford Arney, Trustees for Trust “B” for John Joseph 
Sheerin, Jr., James Lawrence Sheerin and Robert Malcolm Sheerin, Sun Oil 
Company, and Wiltex Corporation, as Sellers of natural gas to Texas Illinois 
under the “La Gloria Area Contract,” and Argo Oil Corporation and Magnolia 
Petroleum Company, as Sellers of natural gas to Texas Illinois under the 
“Clayton,Area Contract,” jointly or severally, show cause, if any there be, at 
a public hearing therein provided, why each of them should not be determined 
to be a natural-gas company within the meaning of that term as used in the 
Natural Gas Act; why each of them should not be required forthwith to comply 
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with Section 7 (b) of that Act before abandoning any sales or service under 
the “Clayton Area Contracts” and “La Gloria Area Contracts” between the 
Sellers and Texas Illinois; and why each of them should not be directed to sell 
and deliver its pro-rata volume of natural gas to Texas Illinois which, with the 
pro-rata volumes of all other Sellers, will aggregate the volumes of natural gas 
respectively specified in the above-designated contracts between the Sellers and 
Texas Illinois. 

The Commission further ordered that at the hearing, the Sellers, as enumerated 
above, shall proceed first with their cases, and shall introduce all testimony and 
evidence relating to such Sellers’ operations and sales involved herein on which 
they base their claim that they are not natural-gas companies under Sec- 
tion 1 (b) of the Natural Gas Act, subject to the provisions of such Act, and 
such other and further testimony and evidence as Sellers may have to offer on 
other issues in the case. Upon completion of the testimony and evidence of 
such Sellers, cross-examination shall be undertaken with respect to such testi- 
mony and evidence. (2) Following such cross-examination Texas Illinois shall 
introduce such testimony and evidence relating to Sellers’ operations and sales 
on which Texas Illinois bases its claim that such Sellers constitute natural-gas 
companies under Section 1 (b) of the Natural Gas Act, subject to the provisions 
of the Act, and thereafter shall introduce testimony and evidence pertinent to. 
the other issues in the case. Upon completion of such testimony and evidence, 
cross-examination shall be undertaken with respect thereto. (3) Thereafter, 
interveners and the Commission Staff shall have opportunity to present testi- 
mony and evidence pertinent to the issues in the proceeding. Upon completion 
of such testimony and evidence, cross-examination shall be undertaken with 
respect thereto. 

Texas Illinois on March 1, 1955, filed an application requesting the Com- 
mission to issue subpoenas directed to the following in order to compel them to. 
appear and testify at said hearing: 

Mr. R. D. Hanley, Vice President, Magnolia Petroleum Company, Magnolia 
Building, Dallas, Texas; Mr. W. H. Speaker, Socony Vacuum Oil Co., Inc., 
26 Broadway, New York, New York; Mr. John Lynch, President, La Gloria Oil 
and Gas Company, Wilson Tower, Corpus Christi, Texas; Mr. Frank Stone, 
La Gloria Oil and Gas Company, Falfurrias, Texas; Mr. C. T. Wells, Vice Pres- 
ident, Goliad Corporation and Mr. E. P. Neugebauer, Goliad. Corporation, Kaffie- 
Building, Corpus Christi, Texas. 

With respect to Mr. R. D. Hanley, Texas Illinois further requests that the 
subpoena in addition to compelling his appearance and testimony direct him 
to produce at said hearing for possible introduction into evidence by any of 
the parties, true and correct copies of the following documents, including in 
each instance all amendments and supplements thereto and assignments thereof ~ 

1. The gas sales contract pursuant to which Magnolia and other parties to 
this proceeding sell gas from the La Gloria Area to the Transcontinental Gas 
Pipe Line Corporation. 

2. The gas sales contract pursuant to which Magnolia and other parties to 
this proceeding sell gas from. the La Gloria Area to Celanese Corporation. 

3. A complete set of all the unitization agreements with respect to the pro- 
ducing units at La Gloria supplying gas to Texas Illinois under the La Gloria 
Area Contract. 

4. The processing contract between Magnolia and other sellers and La Gloria 
Oil and Gas Company pursuant to which gas sold to Texas Illinois is in the 
custody of the La Gloria Oil and Gas Company for processing and delivery to 
Texas Illinois. 
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5. Any and all agreements between Magnolia and the other sellers under 
the La Gloria Area Contract pursuant to which allocations are made as between 
the producers of gas ultimately delivered to Texas Illinois. 

6. The processing contract, dated January 5, 1953, between Magnolia and 
H. W. Bass & Sons, Inc., relating to the processing of gas delivered under the 
Clayton Area Contract. 

7. The processing contract, dated January 16, 1952, between Magnolia and 
Argo Oil Company, and H. W. Bass & Sons, Inc., referred to in the preceding 
contract (which purports to supersede it) as the “Original Contract.” 

8. The agreement, in whatever form finally made if reduced to writing, fixing 
the delivery point of the gas to the processor in the Clayton area, such agreement 
being referred to in paragraph 2 of the contract described under 6 hereinabove. 

9. The agreement, in whatever form finally made if reduced to writing, fixing 
the delivery point of the gas to the buyer, such agreement being referred to in 
paragraph 7 of the contract referred to under 6 hereinabove. 

10. The “instrument of even date with the Original Contract,” referred to in 
paragraph 8 of the contract referred to under 6 hereinabove. 

11. The agreement, entered into on or about April 1, 1954 by which Magnolia, 
either alone or in association with other sellers in the Clayton Area, transferred 
certain facilities to Goliad Corporation. 

12. A map, of the most recent date available, showing the gathering system 
by which the gas is transported from the wells in the Clayton Area to the 
processing plant. 

13. A map, of the most recent date available, of the processing plant at 
Clayton, showing the route by which, and the facilities through which, the gas is 
transported into, through, and out of the plant to the point of delivery to 
Texas Illinois. 

14. Any and all agreements between Magnolia and other sellers under the 
Clayton Area Contract with respect to (a) the construction, maintenance, and 
operation of (i) the gathering system at the Clayton Area, and (ii) dehydration 
or processing equipment, meters, pipes, and any and all other facilities used 
prior to delivery; and (b) the allocation between Magnolia and the other sellers 
under the Clayton Area Contract of the gas delivered to Texas Illinois there- 
under. 

With respect to Mr. John Lynch, Texas Illinois further requested that the 
subpoena in addition to compelling his appearance and testimony, direct him to 
produce at said hearing for possible introduction into evidence by any of the 
parties, true and correct copies of the following documents, including in each 
instance all amendments and supplements thereto and assignments thereof: 

1. The processing contract between La Gloria Oil and Gas Company and 
Magnolia and the other sellers under the La Gloria Area Contract pursuant to 
which gas sold to Texas Illinois is in the custody of the La Gloria Oil and Gas 
Company for processing prior to delivery, including specifically any instruments 
of assignment and succession by which La Gloria Oil and Gas Company has 
acquired rights or assumed obligations under any such contract. 

2. A map, of the most recent date available, showing the gathering system 
by which the gas sold and delivered to Texas Illinois under the La Gloria Area 
Contract is transported from the wells to the processing plant. 

8. A map, of the most recent data available, of the processing plant at La 
Gloria, showing the route by which, and the facilities through which, gas is 
transported into, through, and out of the plant to the point of delivery to Texas 
Illinois. 
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With respect to Mr. C. T. Wells, Texas Illinois further requests that the 
subpoena, in addition to compelling his appearance and testimony, direct him 
to produce at said hearing for possible introduction into evidence by any of the 
parties true and correct copies of the following documents, including in each 
instance all amendments and supplements thereto and assignments thereof: 

1. Any and all agreements between Goliad Corporation and either or both 
Argo Corporation and Magnolia Petroleum Company, relating to the processing 
of gas ultimately delivered to Texas Illinois under the Clayton Area Contract. 

2. Any and all documents and agreements pursuant to which Goliad Cor- 
poration has acquired title to and/or possession of any and all dehydration, 
processing, or other facilities of Magnolia Petroleum and/or Argo Oil Corporation 
at the Clayton Area Plant. 

In support of its application, Texas Illinois submitted correspondence show- 
ing that it has made a serious effort to assure the availability of the above- 
described witness and documents by agreement with the parties without success. 

The Commission jinds: 

All of the documents that Texas Illinois has requested be produced at the 
hearing for possible introduction into evidence may be relevant and material fo 
the issues in this proceeding. 

The Commission orders: 

The Chief Examiner be and he is hereby authorized and directed: (a) (i) to 
issue a subpoena duces tecum in the usual form directed to R. D. Hanley to 
produce the documents described above and requested by Texas Illinois, to be 
produced by him at said hearing to be held at Washington, D. C.; (ii) to issue 
a subpoena duces tecum in the usual form to John Lynch to produce the docu- 
ments described above and requested by Texas Illinois, to be produced at said 
hearing to be held at Washington, D. C.; (iii) to issue a subpoena duces tecum 
in the usual form directed to C. T. Wells to produce the documents described and 
requested by Texas Illinois, to be produced by him at said hearing to be held 
at Washington, D. C.; (b) to issue subpoenas to require all other parties named 
above to appear at said hearing as witnesses and to testify relative to the issues 
in this proceeding. 

Commissioner Digby dissenting. 


Findings and order issuing certificate of public convenience and necessity 
Colorado-Wyoming Gas Co. 
Docket No. G-3064 
March 11, 1955 


Colorado-Wyoming Gas Company (Applicant), a Delaware corporation with 
its principal office in Denver, Colorado, filed application with the Federal Power 
Commission on September 24, 1954, which was supplemented on October 21 and 
November 22, 1954, for a certificate of public convenience and necessity, pur- 
suant to Section 7 of the Natural Gas Act, authorizing the construction and 
operation of facilities for the transportation and sale for resale of natural gas 
in interstate commerce as hereinafter described and as more fully described in 
the application on file with the Commission for public inspection. 

Applicant proposes to tap its Thornton lateral and construct and operate 
approximately 4,000 feet of 3-inch pipeline extending to Welby, Colorado, to- 


468917—59 41 





602 FEDERAL POWER COMMISSION 


gether with necessary metering facilities, for the transportation and sale of 
natural gas to Public Service Company of Colorado for resale in and adjacent 
to the community of Welby. The proposed construction is to be financed out of 
Applicant’s available treasury funds. 


Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 7, 1955, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) Colorado-Wyoming Gas Company, a Delaware corporation having its 
priucipal place of business at Denver, Colorado, is engaged in the transportation 
of natural gas in interstate commerce and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and therefore is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission, 4 F. P. C. 938. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transportation and sale for resale 
of natural gas in interstate commerce, as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) A request during the public hearing by Staff Counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Colorado-Wyoming Gas Company to construct and operate 
the facilities hereinbefore described, subject to the jurisdiction of the Com- 
mission, all as more fully described in the application of this proceeding, for 
the transportation and sale for resale of natural gas as therein set forth, upon 
the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applica.:t and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation as provided by paragraph (2) of Section 157.20 of the Commission’s 
Rules of Practice and Procedure by June 1, 1955. 

(D) Applicant shall make the proposed sale and render the proposed service 
initially under Applicant’s presently effective Rate Schedule G-1 as proposed, 
or any effective superseding Rate Schedule. 
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Findings and order issuing certificate of public convenience and necessity 
United Gas Pipe Line Co. 
Docket No. G-4279 
March 11, 1955 


United Gas Pipe Line Company (Applicant), a Delaware corporation with 
its principal place of business in Shreveport, Louisiana, filed an application 
with the Federal Power Commission on October 18, 1954, for a certificate of 
public convenience and necessity, pursuant to Section 7 (c) of the Natural Gas 
Act, authorizing the construction and operation of facilities for the transportation 
and sale for resale of natural gas in interstate commerce as hereinafter de- 
scribed and as more fully described in the application on file with the Com- 
mission for public inspection. 

Applicant proposes to tap its 30-inch Kosciusko line and construct and operate 
approximately 2,100 feet of 2-inch pipeline extending to Thomastown, Mississippi, 
together with necessary metering facilities, for the transportation and sale of 
natural gas to United Gas Corporation for resale in and adjacent to the Village 
of Thomastown. The proposed construction is to be financed out of Applicant’s 
available treasury funds. 

Applicant has requested omission of the intermediate decision procedure and 
that its application be heard under the shortened procedure provided by Sec- 
tion 1.32 (b) (18 CFR 1.32 (b)) of the Commission’s Rules of Practice and 
Procedure. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 7, 1955, respecting the maters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission jinds: 

(1) United Gas Pipe Line Company, a Delaware corporation having its prin- 
cipal place of business in Shreveport, Louisiana, is engaged in the transportation 
and sale of natural gas in interstate commerce by means of its natural-gas 
pipelines located in several states, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order issued November 10, 1942, Docket No. G—232, 3 FPC 863. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transportation and sale for resale 
of natural gas in interstate commerce as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) This proceeding is a proper one for disposition under the provisions of 
Section 1.32 (b) of the Commission’s Rules of Practice and Procedure, and 
sufficient cause exists for the Commission forthwith to render its final decision 
in the instant proceeding. 
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The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing United Gas Pipe Line Company to construct and operate 
the facilities hereinbefore described, subject to the jurisdiction of the Com- 
mission, all as more fully described in the application in this proceeding, for 
the transportation and sale for resale of natural gas as therein set forth, upon 
the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed 
at 4 months from the date on which this order issues. 

(D) Applicant shall make the proposed sale and render the proposed service 
initially under Applicant’s presently effective Rate Schedule G-J as proposed, 
or any effective superseding rate schedule. 


Order issuing license (major) 
Public Service Company of New Hampshire 
Project No. 2140 
March 11, 1955 


Application was filed August 17, 1953, by Public Service Company of New 
Hampshire, of Manchester, New Hampshire, for a license under the Federal 
Power Act (hereinafter referred to as the Act) for constructed major Project 
No. 2140, known as the Garvins Falls Project and located on the Merrimack 
River, a navigable water of the United States, in Merrimack County, New 
Hampshire. 

The project consists of: 

(a) All lands constituting the project area and enclosed by the project 
boundary or the limits of which are otherwise defined, and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the applicant or by the United 
States; such project area and project boundary being more specifically shown 
and described by certain exhibits which formed part of the application for 
license and which are designated and described as follows: Hahibit J: (FPC 
No. 2140-1) General map; and Hehibit K: Sheets 1 and 2 (FPC Nos. 2140-2 
and -3) Maps of project lands and boundary. 

(b) Principal structures, comprising a dam having an overflow spillway, con- 
structed of granite blocks and rubble core, in two sections, one 475 feet and 
the other 75 feet long, with flash boards three feet high and one foot high, 
respectively, extending to elevation 219.93 feet (U. S. G. S. datum); an earth 
embankment with concrete cutoff and wing walls on the left bank, and a head- 
gate structure adjacent to the right bank of the river; a canal about 70 feet 
wide extending along the right bank about 500 feet from that structure to a 
powerhouse and provided with waste ways; a powerhouse containing four hy- 
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droelectric generating units of 7,200 kilowatts total capacity; an indoor sub- 
station; a 33 kv transmission line, about 300 feet long and extending from the 
indoor substation to a 33 kv switchyard ; and appurtenant facilities ; the location, 
nature, and character of which are more specifically shown by the exhibits 
hereinbefore cited and by certain other exhibits which also formed part of the 
application for license and which are designated and described as follows: 
Behibit L: Sheets 1, 2, 3, 7, 8, 9, 13, 17, 19, and 20 (FPC Nos. 2140-4, -5, -6, 
-10, -11, -12, -16, -20, -22, and -23) showing project works; and Hzhibit M: Gen- 
eral description of mechanical and electrical equipment in 10 sheets filed 
August 17, 1953. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as part of the project is 
approved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
or operation of the project. 

The Secretary of the Army and the Chief of Engineers have approved the 
plans of the existing project structures insofar as the interests of navigation 
are concerned. 

An Assistant Secretary of the Interior, acting for the Secretary of the In- 
terior, has reported favorably on the application, subject to the inclusion in the 
license of certain conditions in the interest of fish and wildlife conservation 
substantially as hereinafter provided. 

The Fish and Game Department of the State of New Hampshire has requested 
that the license provide for the construction of a fishway at such time as the 
river is sufficiently cleared of pollution. 

The Public Utilities Commission of the State of New Hampshire and the 
Water Control Commission and New Hampshire Water Resources Board were 
notified of the filing of the application. 

Applicant states that soon after April 1893 the Garvins Falls Power Company 
installed the first electric generators in an existing pulp mill which had previ- 
ously been operated by mechanical power and which had utilized the former 
Bow Canal Company dam and canal; that a transmission line was also con- 
structed to serve the village of Suncook; and that the project was sold in 
May 1900 to the Manchester Electric Company which operated the project 
until it was acquired in March 1901 by Manchester Traction Light and Power 
Company which constructed a new dam about 800 feet downstream from the 
then existing dam, enlarged and reconstructed a portion of the original canal, 
built a new generating station with two wheels and two 650-kw generators, and 
an 11,000-volt transmission line extending to Brook Street substation in Man- 
chester. 

Applicant states also that in 1903 two additional wheels and two 650-kw 
generators and again in 1906, two wheels and two 650-kw generators were in- 
stalled; that in 1915 an indoor substation was completed and a 33,000-volt 
transmission line was also constructed extending to the Kelleys Falls substation 
in Manchester; and that in 1925 the northerly portion of the generating station 
which was constructed in 1901 was removed to make room for a new generating 
station in which was installed one 2,400-kw unit and one 3,200-kw unit, and 
four of the old 650-kw units were removed. 

Applicant states further that in October 1926 Manchester Traction Light and 
Power Company conveyed all of its property, including the Garvins Hydro 
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properties, to Public Service Company of New Hampshire and, except for minor 
changes, the property is substantially the same as it was when acquired by 
the applicant. 

On December 23, 1937, the Commission ordered an investigation, under Docket 
No. IT-5501, of the maintenance and operation of hydroelectric power develop- 
ments (including this project) not under license from the Federal Power Com- 
mission and located on streams over which Congress has jurisdiction under its 
authority to regulate commerce with foreign nations and among the several 
States. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
New Hampshire and has submitted satisfactory evidence of compliance with 
the requirements of all applicable State laws insofar as necessary to effect the 
purposes of a license for the project. 

(2) No conflicting application is before the Commission. Public notice has 
been given as required by the Act. 

(3) The project does not affect any Government dam, nor will the issuance 
of a license therefor as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(4) Under present circumstances and conditions and upon the terms and 
conditions hereinafter imposed, the project is best adapted to a comprehensive 
plan for improving and developing the Merrimack River for the use and benefit 
of interstate or foreign commerce, for the improvement and utilization of water- 
power development, and for other beneficial public uses, including recreational 
purposes. 

(5) The installed horsepower capacity of the project hereinafter authorized 
is 9,600 horsepower, and the energy generated thereby is used for public- 
utility purposes. 

(6) The amount of the annual charge to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Act is reasonable as hereinafter fixed and specified. 

(7) The two 11-kv circuits from the generator bus bar to the indoor sub- 
station, the 9,000-kva, 36/12 indoor substation located adjacent to the powerhouse, 
and the 33-kv transmission line, about 300 feet in length, between the indoor 
substation and a 33-kv switchyard are part of the project within the meaning 
of Section 3 (11) of the Act, and should be included in the license for the 
project. 

(8) In accordance with Section 10 (d) of the Act, the rate of return upon the 
net investment in the project, and the proportion of surplus earnings to be paid 
into and held in amortization reserves, are reasonable as hereinafter specified. 

(9) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

(10) The licensee shall submit within one year from the date of issuance of 
this license Exhibit F, detail statement of the project reservoir lands, and Ex- 
hibit K, detail map of the project reservoir area, in accordance with the Com- 
mission’s rules and regulations. 

(11) The Merrimack River is a navigable water of the United States. 

The Commission orders: 

(A) This license is issued to Public Service Company of New Hampshire 
under Section 4 (e) of the Act for a period effective January 1, 1938, and 
terminating December 31, 1975, for the operation and maintenance of Project 
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No..2140 upon the Merrimack River, a navigable water of the United States, 
subject to the terms and conditions of the Act which is incorporated by reference 
as a part of this license, and subject to such rules and regulations as the 
Commission has issued or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-3, December 15, 1953, entitled “Terms and Conditions of License for 
Constructed Major Project Affecting Navigable Waters of the United States,” 
17 F. P. C. 385, which terms and conditions are attached hereto and made a 
part hereof; and subject to the following special conditions set forth herein 
as additional articles: 

Article 18. In the interest of restoring anadromous fish runs, the Licensee 
shall, at such time as passage has been provided at downstream barriers, install 
and operate such fish passage facilities as may be prescribed hereafter by the 
Commission upon the recommendation of the Fish and Game Department of 
the State of New Hampshire and the Secretary of the Interior. 

Article 19. The Licensee shall construct, maintain, and operate such pro- 
tective devices and comply with such reasonable modifications of the project 
structures and operation of the project in the interest of fish and wildlife re- 
sources as may be prescribed hereafter by the Commission upon the recom- 
mendation of the Secretary of the Interior. 

Article 20. The Licensee shall within one year from the date of issuance of 
this license file for Commission approval, in accordance with the Commission’s 
rules and regulations, Exhibits F and K pertaining to the project reservoir area. 

Article 21. The Licensee shall pay to the United States the following annual 
charge, effective as of January 1, 1938: 

For the purpose of reimbursing the United States for the costs of administra- 
tion of Part I of the Act, one (1) cent per horsepower on the authorized installed 
capacity (9,600 horsepower), plus two and one-half (244) cents per 1,000 
kilowatt-hours of gross energy generated by the project during the calendar 
year for which the charge is made. 

(C) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) 
of the Act, and failure to file such an application shall constitute acceptance of 
this license. In acknowledgment of the acceptance of this license, it shall be 
signed for the Licensee and returned to the Commission within 60 days from the 
date of issuance of this order. 


Supplemental order authorizing issuance of securities 
Kansas Gas and Electric Co. 
Docket No. E-6603 
March 16, 1955 


By order issued March 3, 1955, 14 F. P. C. 583, in the above entitled matter, 
the Commission authorized Kansas Gas and Electric Company (Applicant) to 
issue and sell through competitive bidding $10,000,000 principal amount of first 
mortgage bonds due 1985, and 60,000 shares of $100 par value serial preferred 
stock, subject to the provisions, among others, as set forth in Paragraph (B) of 
that order reading as follows: 
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(B) The proposed issuance and sale of bonds and preferred stock at 
competitive bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the re- 
quirements of Section 34.2 (k) (3) of the Commission’s rules relating to 
compliance with competitive bidding requirements and Section 34.2 (k) (4) 
of the rules, relating to affiliation, and shall have either filed such amend- 
ments or shall have mailed them and advised the Commission by telephone 
and telegraph as contemplated by Section 34.9 of the Rules. 

(ii) The Commission, by further order, shall have (1) approved the price 
to be received by Applicant for the bonds and the interest rate thereof and 
(2) approved the price per share of the preferred stock to be received by 
Applicant and the dividend rate to be paid by it. 

Applicant on March 15, 1955, filed an amendment pursuant to the requirements 
of the aforementioned Commission order issued March 3, 1955, setting forth that 
it proposes to accept, as providing the lowest annual cost of money to it, the bid 
of Halsey, Stuart & Co., Inc. to purchase the proposed issuance of bonds for 
the price of 101.35999 with a coupon rate of 334%, and the bid of Kidder, Peabody 
& Co. and Merrill Lynch, Pierce, Fenner & Beane to purchase the preferred 
stock for the price of 100.13 at a dividend rate of 4.32% per share. 

The Commission finds: 

(1) The Applicant has satisfactorily complied with the requirements of para- 
graph (B) of the Commission’s order issued March 3, 1955, referred to above, 
and under the bids it proposes to accept the price to be received by the Applicant 
for the bonds and the interest rate thereof, and for the preferred stock and the 
dividend rate thereof is reasonable. 

(2) The proposed issuance and sale of bonds and preferred stock as hereinafter 
authorized and approved will be for a lawful object, within the corporate pur- 
poses of the Applicant and compatible with the public interest which is ap- 
propriate for and consistent with the proper performance by the Applicant of 
service as a public utility which will not impair its ability to perform that 
service, and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The price to be received by the Applicant for the bonds and the dividend 
rate thereof, and for the preferred stock and the interest rate thereof, all as 
described above, is approved as reasonable. 

(B) The proposed issuance and sale of bonds and preferred stock, referred 
to above upon the terms and conditions and for the purposes specified in the 
application, as supplemented by the amendment referred to above, be and the 
same hereby are authorized, subject only to the provisions of paragraphs (C), 
(D), and (BE) of the Commission’s order issued March 3, 1955 in this matter. 


Order authorizing issuance of securities 
Black Hills Power and Light Co. 
Docket No. E-6604 
March 17, 1955* 


Black Hills Power and Light Company (Applicant), a corporation organized 
and existing under the laws of the State of South Dakota, doing business in 
South Dakota and Wyoming, and having its principal business office at Rapid 


*Amended by order issued May 27, 1955, infra, p. 7638. 
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City, South Dakota, filed its application on February 14, 1955, with amendment 
thereto on March 9, 1955, for an order pursuant to Section 204 of the Federal 
Power Act, authorizing the issuance and sale of 10,950 shares of its $1 par value 
common stock. 

The 10,950 shares of common stock are proposed to be offered at the price 
of $26.00 per share to the present common stockholders who may subscribe 
therefor pursuant to their preemptive rights, on the basis of one share of 
common stock for each 23 shares now held. In the event that any shares are not 
taken upon the initial exercise of the preemptive rights, the stockholders who 
exercised their subscription rights will be granted an additional right to sub- 
scribe for such remaining shares with allotments thereof to be made in proportion 
to the number of additional shares subscribed for. 

Applicant states that the proposed offering will not be underwritten. Applicant 
further states that it proposes to pay a fee of twenty-five cents per share to 
members of the National Association of Security Dealers, Ine., who assist 
present stockholders in the exercise of their preemptive rights. 

Applicant proposes to apply the net proceeds from the issuance and sale of 
the common stock to the furtherance of its construction program for the fiscal 
year ending October 31, 1955, amounting to approximately $2,547,000, of which 
about one-half will be for ordinary additions and betterments to Applicant’s dis- 
tribution system, and the balance largely for transmission system, including 
approximately $575,000 to integrate the plants recently acquired from Homestake 
Mining Company and Wyodak Coal Co. (FPC Docket No. E-6570), into Ap- 
plicant’s system. 

Written notice of the application has been given to the Public Utilities Com- 
mission of South Dakota, the Wyoming Public Service Commission and to the 
Governor of each of those States. Notice of the application has also been given 
by publication in the Federal Register on February 26, 1955 (20 FR 1227), 
stating that any person desiring to be heard or to make any protest with refer- 
ence to the application, should file a petition or protest on or before March 10, 
1955. No protest or petition or request to be heard in opposition to the granting 
of such application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act, subject to the jurisdiction of the Commission 
as heretofore determined and set out in the Commission’s order issued Jan- 
uary 28, 1954, In the Matter of Black Hills Power and Light Company, Docket 
No. E-6538. 

(2) The proposed issuance of common stock will constitute an issuance of 
securities within the provisions of Section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the mean- 
ing of Section 204 (f) of the Federal Power Act, and the proposed issue is, 
therefore, not exempt by virtue of that section from the requirements of Sec- 
tion 204 of the Federal Power Act. 

(4) The proposed issuance of 10,950 shares of Applicant’s common stock to 
its present stockholders is exempted by the provisions of Section 34.1a (a) (1) 
of the Commission’s General Rules and Regulations from the requirements of 
competitive bidding. 

(5) The proposed issuance of common stock as hereinafter authorized and 
approved will be for a lawful object, within the corporate powers of Applicant 
and compatible with the public interest, which is appropriate for and consistent 
with the proper performance by Applicant of service as a public utility and 
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which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

(6) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of common stock, as described above, 
upon the terms and conditions and for the purposes specified in the application, 
be and the same is hereby authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days after the date of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any regulatory body with respect to rates, service, accounts, 
valuation, estimates or determination of cost, or any other matter whatsoever, 
which may come before this Commission or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed 
or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or ob- 
ligation on the part of the United States with respect to any securities to which 
this order relates. 


Order issuing license (major) 
Tapoco, Inc., and Carolina Aluminum Co. 
Project No. 2169 
March 17, 1955 


Joint application was filed October 25, 1954, by Tapoco, Inc., of Alcoa, Ten- 
nessee, and Carolina Aluminum Company, of Badin, North Carolina, for license 
for Project No. 2169, known as the Tallassee Project, situated on Little Tennessee 
River and its tributary, the Cheoah River, in Blount and Monroe Counties, 
Tennessee, and Graham and Swain Counties, North Carolina. The Tallassee 
Project comprises the proposed Chilhowee development, to be located at river 
mile 33.6 on the Little Tennessee River, the Cheoah development constructed 
and placed in operation in 1919, the Santeetlah development constructed and 
placed in operation in 1928, and the Calderwood development constructed and 
placed in operation in 1930. The Calderwood and Cheoah developments and 
the Santeetlah powerhouse are located upstream from the Chilhowee develop- 
ment, and the Santeetiah dam and reservoir are located on the Cheoah River. 

As described in the joint application, the project consists of: 

(a) All lands constituting the project area and inclosed by the project boundary 
or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands 
or interest therein are owned or held by the Licensee or by the United States; 
such project area and project boundary being more specifically shown and 
described by certain exhibits which formed part of the application for license 
and which are designated and described as follows: 

Echibit J: (FPC No. 2169-1) General map of Tallassee Project; 

Echibit K-1: Sheet 1 (FPC No. 2169-2) General map and 52 pages of survey 
notes describing project boundary of Chilhowee and Calderwood developments, 
also 9 pages of descriptions of Federal monuments and bench marks which may 
be destroyed by Chilhowee development; Sheet 2 (FPC No. 2169-3) General map 
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and 11 pages of survey notes describing project boundary of Santeetlah and 
Cheoah developments; 

Ecrhibit K-$: (FPC No. 2169-5) Map of Calderwood Village; 

Echibit K-4: (FPC Nos. 2169-6 and -7) Map of Tapoco Village; and 

Echibit K-5: (FPC No. 2169-8) Map of Santeetlah Village. 

(b) All project works consisting of— 

(1) The proposed Chilhowee development, to consist of a dam about 1,410 feet 
long in the Little Tennessee River, composed of a concrete non-overflow section, 
a concrete intake section, a concrete spillway section, and a rock and earth non- 
overflow section, creating a reservoir of 1,690 acres at normal full water surface 
elevation of 874 feet (U. S. G. S. datum) ; a powerhouse integral with the dam 
containing three turbines with total capacity of 70,000 horsepower, and three 
generators with total capacity of 50,000 kilowatts; a substation; an operators’ 
village; two short 161,000-volt transmission lines connecting to two 161,000-volt 
lines extending from the Santeetlah substation to the Alcoa substation; and 
appurtenant mechanical and electrical facilities; 

(2) The constructed Calderwood development consisting of a concrete arch 
dam about 916 feet long in the Little Tennessee River, creating a reservoir of 
536 acres at normal full water surface elevation of 1087.5 feet (U. S. G. S. 
datum) ; an intake structure; a concrete lined tunnel; three penstocks; a power- 
house about one-half mile below the dam containing three turbines each rated 
at 56,000 horsepower and connected to a 40,500-kilowatt generator; a sub- 
station; an operators’ village; a double-circuit telephone line to Alcoa and a 
carrier system on the transmission lines; two short 161,000-volt transmission 
lines connecting to two 161,000-volt lines extending from the Santeetlah sub- 
station to Alcoa; a 161,000-volt line extending from the Calderwood substation 
to the Alcoa substation; and appurtenant mechanical and electrical facilities ; 

(3) The constructed Cheoah development consisting of a concrete gravity 
dam about 750 feet long in the Little Tennessee River, creating a reservoir of 
629 acres at normal full water surface elevation of 1,276.5 feet (U. S. G. S. 
datum) ; an intake structure; a concrete lined tunnel; five penstocks; a power- 
house a short distance below the dam containing four turbines each rated at 
33,000 horsepower and connected to a 20,000-kilowatt generator, and one 45,000- 
horsepower turbine connected to a 30,000-kilowatt generator; a substation; an 
operators’ village; a double-circuit telephone line to Calderwood and a carrier 
system on the transmission line; two short 161,000-volt transmission lines con- 
necting to two 161,000-volt lines extending from the Santeetlah substation to 
the Alcoa substation; and appurtenant mechanical and electrical facilities; and 

(4) The constructed Santeetlah development consisting of a concrete arch 
dam about 1,054 feet long, in the Cheoah River, creating a reservoir of 2,863 
acres at normal full water surface elevation of 1939.9 feet (U. S. G. S. datum) ; 
an intake structure; a conduit about 25,176 feet long composed of concrete 
lined tunnel and steel pipe; two penstocks; a powerhouse on the Little Ten- 
nessee River discharging into the Cheoah reservoir containing two turbines each 
rated at 33,000 horsepower and connected to a 22,500-kilowatt generator; a sub- 
station; an operators’ village; a double-circuit telephone line to Cheoah and a 
carrier system on the transmission lines; two 161,000-volt transmission lines ex- 
tending from the Santeetlah substation to the Alcoa substation ; and appurtenant 
mechanical and electrical facilities ; 


the location, nature, and character of which are more specifically shown and 
described by the exhibits hereinbefore cited and by certain other exhibits which 


also formed part of the application for license and which are designated and 
described as follows: 
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Evhibit L-@: Chilhowee Developmen 


(a) (FPC No. 2169-10) General Plan. 

(b) (FPC Nos. 2169-11 and -12) Dam Sections. 

(c) (FPC No. 2169-13) Dam, Downstream Hlevation. 
(d) (FPC No. 2169-14) Powerhouse Cross Section. 
(e) (FPC No. 2169-15) Powerhouse Plan. 


ld D t 
Eehibit L-8: Calderwood Developmen 


(a) (FPC No. 2169-17) General Layout. 

(b) (FPC No. 2169-18) Plan of Dam. 

(c) (FPC No. 2169-19) Tunnel Plan & Profile. 

(d) (FPC No. 2169-20) Powerhouse Floor Plan. 

(e) (FPC No. 2169-21) Powerhouse Cross Section. 

(f) (FPC No. 2169-22) Powerhouse Longitudinal Section. 


Cheoah Devel t 
Echibit L-: apa Coy 


(a) (FPC No. 2169-23) General Layout. 

(b) (FPC No, 2169-24) Plan and Elevation of Dam. 

(c) (FPC No. 2169-25) Powerhouse Plan and Longitudinal Section. 
(ad) (FPC No. 2169-26) Powerhouse Cross Sections. 


lah t 
Evhibit L-5: Santeetlah Developmen 


(a) (FPC No. 2169-27) General Layout. 

(b) (FPC No. 2169-28) Plan and Elevation of Dam. 

(c) (FPC No. 2169-29) Cross Sections of Dam. 

(d) (FPO Nos. 2169-30 and -31) Plan and Profile of Tunnel and Pipeline. 
(e) (FPC No. 2169-32) Powerhouse Plan. 

(f) (FPC No. 2169-33) Powerhouse Cross Section. 

(g) (FPC No. 2169-34) Powerhouse Longitudinal Section. 


Erhibit M-$: General description of mechanical and electrical equipment for 
Calderwood development in two sheets filed October 25, 1954; 

Ezhibit M-4: General description of mechanical and electrical equipment for 
Cheoah development in two sheets filed October 25, 1954; and 

Evhibit M-5: General description of mechanical and electrical equipment for 
Santeetlah development in one sheet filed October 25, 1954. 

(c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, in- 
eluding such portable property as may be used or useful in connection with the 
project or any part thereof, whether located on or off the project area, if and 
to the extent that the inclusion of such property as part of the project is ap- 
proved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance or 
operation of the project. 

According to the joint application, the energy being developed by the con- 
structed developments of the project and the energy to be developed by the 
proposed development is and will continue to be delivered to the Tennessee 
Valley Authority, which in turn delivers an equivalent amount of energy to the 
Aluminum Company of America at Alcoa, Tennessee, pursuant to the provisions 
of the Fontana agreement and the supplemental agreement thereto, dated 
August 14, 1941, and October 13, 1954, respectively. All the energy is used for 
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aluminum production except for a small portion used for lighting in operators’ 
villages. 

The Tennessee Valley Authority in reporting on the joint application has 
advised that it has no objection to issuance of a license for the project. The 
Executive Officer for Civil Works, Corps of Engineers, Department of the Army, 
has advised that the Corps has no objection to issuance of a license as herein- 
after provided. An Assistant Secretary of the Interior has reported no objection 
to the issuance of a license provided it contains certain special stipulations 
hereinafter substantially provided for. 

The Commission finds: 

(1) In proceedings Jn the Matters of Aluminum Company of America, Knoz- 
ville Power Company, and Carolina Aluminum Company, Docket Nos. IT-5696, 
5697 and 5698, the Commission found that the Little Tennessee River is a nav- 
igable water of the United States from its mouth opposite Lenoir City, Tennessee, 
to at least the mouth of Abrams Creek at mile 37, and that the Calderwood, 
Cheoah and Santeetlah projects are so constructed that they are and may 
hereafter be operated in such manner as to affect, either severally or in com- 
bination, the navigable capacity of the Little Tennessee River below the mouth 
of Citico Creek either favorably or adversely and thereby affect the interests 
of interstate or foreign commerce. 

(2) The applicant Tapoco, Inc., is a corporation organized under the laws of 
the State of Tennessee, and the applicant Carolina Aluminum Company is a 
corporation organized under the laws of the State of North Carolina, and each 
has submitted satisfactory evidence of compliance with the requirements of all 
applicable laws of its respective State insofar as necessary to effect the purposes 
of a joint license for the project, to the extent of the ownership and operation 
of the project by each applicant. 

(3) No conflicting application is before the Commission. Public notice has 
been given as required by the Act. 

(4) The project does not affect any Government dam, nor will the issuance 
of a license therefor as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States itself. 

(5) Under present circumstances and conditions and upon the terms and 
conditions hereinafter imposed, the project is best adapted to a comprehensive 
plan for the improvement and utilization of waterpower development, and for 
other beneficial public uses, including recreational purposes. 

(6) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative 
annual charges in 435,400 horsepower. 

(7) The amount of annual charges to be paid under the license for the purpose 
of reimbursing the United States for the costs of administration of Part I of 
the Federal Power Act is reasonable as hereinafter fixed and specified. 

(8) The following described transmission facilities are parts of the project 
within the meaning of Section 3 (11) of the Federal Power Act and should be 
approved as part of the license for the project: 

(i) Two short 161-kv lines from Chilhowee substation to the Santeetlah-Alcoa 
161-kv lines. 

(ii) Two short 161-kv lines from Calderwood substation to the Santeetlah- 
Alcoa 161-kv lines. 

(iii) The 161-kv Calderwood-Alcoa line, 
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(iv) Two short 161-kv lines from Cheoah substation to the Santeetlah-Alcoa 
161-kv lines. 

(v) Two 161-kv Santeetlah-Alcoa lines, 

(vi) Substations at the proposed Chilhowee development and the existing 
Calderwood, Cheoah and Santeetlah developments. 

(9) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project, but Exhibit M for the proposed Chilhowee 
development, and Exhibit F and a revised more complete Exhibit K for the 
entire project showing a detailed project boundary and the land status of all 
lands included in the project, should be filed as hereinafter provided. 

The Commission orders: 

(A) This license is issued, under Section 4 (e) of the Federal Power Act, 
to Tapoco, Inc. and Carolina Aluminum Company, as joint licensees, to the extent 
of the ownership and operation of the project by each company, for a period of 
50 years, effective as of March 1, 1955, for the continued operation and mainte- 
nance of the constructed Cheoah, Calderwood and Santeetlah developments of 
‘Project No. 2169 and for the construction, operation and maintenance of the 
proposed Chilhowee development of Project No. 2169, subject to the terms and 
conditions of the Act which is incorporated by reference as a part of this 
license, and subject to such rules and regulations as the Commission has issued 
or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-—4 (December 15, 1953) entitled “Terms and Conditions of License for 
Unconstructed Major Project Affecting Navigable Waters of the United States,” 
16 F. P. C. 1284, except for Articles 10, 11, 12, and 14 thereof, which terms and 
conditions are attached hereto and made a part hereof; and subject to the fol- 
lowing special conditions set forth herein as additional articles: 

Article 19. The Licensee shall pay to the United States the following annual 
charges: 

For the purpose of reimbursing the United States for the costs of administra- 
tion of Part I of the Act, one (1) cent per horsepower on the authorized installed 
capacity (435,400 horsepower) plus two and one-half (244) cents per 1,000 
kilowatt-hours of gross energy generated by the project during the calendar 
year for which the charge is made. 

Article 20. Licensee shall file, within three years from the effective date of 
the license, Exhibit F and Revised Exhibit K for the entire project showing a 
detailed project boundary and the land status of all lands included in the project. 

Article 21. Licensee shall file within 90 days from the effective date of this 
license Exhibit M for the Chilhowee development giving a general description 
of the mechanical and electrical equipment to be installed at the development. 

Article 22. Licensee shall commence construction of the Chilhowee develop- 
ment within two years and complete such construction within four years from 
the effective date of this license. 

Article 28. The Licensee shall cooperate with the Tennessee Game and Fish 
Commission and the U. S. Fish and Wildlife Service during the period of final 
planning, project construction, and operation of proposed and existing units of 
the project, and comply with such reasonable modifications of the project struc- 
tures and such reasonable modifications of project operations in the interest of 
fish and wildlife resources involved, but not inconsistent with the primary pur- 
poses of the project or the terms of any coordinated operation agreement between 
the Licensee and the Tennessee Valley Authority, as may hereafter be pre- 
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scribed by the Commission upon the recommendation of the Tennessee Game.and 
Fish Commission and the Secretary of the Interior after notice and opporttnity 
for hearing and upon a finding based on substantial evidence that such modifica- 
tions are necessary and desirable, and consistent with the provisions of the 
Federal Power Act: Provided, however, that no modifications of project struc- 
tures shall be required unless recommendations are made by the Tennessee 
Game and Fish Commission and the Secretary of the Interior prior to Decem- 
ber 31, 1955. 

Article 24. The Licensee shall cooperate with the National Park Service in 
the preservation of park values along those sections of the Great Smoky Moun- 
tains National Park boundary fronting on the proposed lake from which U. 8. 
Highway No. 129 may be relocated by preventing the erection of buildings, 
commercial developments, hunting and other adverse uses of the land between 
the pool level and contour elevation 888 along the Chilhowee reservoir. 

Article 25. The Licensee shall consult with the National Park Service regard- 
ing the relocation of U. S. Highway No. 129 relative to the road realignment, 
construction of cut and fill slopes, and the treatment of these slopes on matters 
pertaining to erosion control measures consisting of seeding, fertilization and 
mulching. 

Article 26. The Licensee shall provide acceptable boat screen barriers, if 
possible and practical, under bridge crossings at those streams, the lower sections 
of which will be flooded by Chilhowee reservoir, and which would give access to 
the Great Smoky Mountains National Park. by boats, in order to decrease the 
park problems of protection and administration. 

Article 27. The Licensee shall prior to flooding the Chilhowee reservoir clear 
all lands in the bottom and margin of the reservoir between contour elevations 
876 feet and 834 feet, and shall dispose of all temporary structures, unused 
timber, brush, refuse, or inflammable material resulting from the clearing of 
the lands or from the construction and maintenance of the project works. In 
addition, all trees along the margins of reservoirs which may die from its opera- 
tion shall be removed. The clearing of the lands and the disposal of the material 
shall be done with due diligence and to the satisfaction of the authorized repre- 
sentative of the Commission. 

Article 28. The actual legitimate original cost, estimated where not known, 
and the accrued depreciation of the parts of the project completed prior to the 
effective date of license shall be determined by the Commission as of such effee- 
tive date, in accordance with the Act, and the rules and regulations of the 
Commission, and such cost less such accrued depreciation, so determined; shall 
be the net investment in the project as of such effective date. 

Article 29. The actual legitimate original cost of the parts of the project to 
be completed after the effective date of the license, and of any addition to or 
betterment of the project, shall be determined by the Commission in accordance 
with the Act and rules and regulations of the Commission thereunder. 

(C) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
for the joint licensees and returned to the Commission within 60 days from the 
date of issuance of this order. 
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Findings and order issuing certificate of public convenience and necessity 


Panhandle Eastern Pipe Line Co. 
Docket No. G-—4278 
March 18, 1955 


Panhandle Eastern Pipe Line Company (Applicant), a Delaware corporation 
with its principal place of business in Kansas City, Missouri, filed an application 
with the Federal Power Commission on October 18, 1954, for a certificate of 
public convenience and necessity, pursuant to Section 7 (c) of the Natural Gas 
Act, authorizing the construction and operation of facilities for the transporta- 
tion and sale for resale of natural gas in interstate commerce as hereinafter 
described, and as more fully described in the application on file with the Com- 
mission for public inspection. 

Applicant, in its application, requests that the Commission authorize the con- 
struction, maintenance and operation of necessary measuring and regulating 
facilities for the establishment of a delivery point on its Danville, Illinois, lateral 
line for the delivery of natural gas to Illinois Power Company (Illinois) to 
enable the delivery of volumes of gas up to 50 Mcf per day for resale in George- 
town. 

Applicant states that Illinois is one of its largest customers and that the pro- 
posed delivery of natural gas for service to Georgetown is available out of 
existing contractual commitments between Applicant and Illinois. 

No gas service is presently available in Georgetown, a city of about 3,300 popu- 
lation. Illinois has obtained a fifty-year franchise to distribute gas in George- 
town. It has also obtained authorization from the Illinois Commerce Com- 
mission to construct and operate a distribution system in Georgetown, limited, 
however, to the service of gas for other than space heating purposes. It is 
contemplated that when Illinois receives an additional gas supply, space heating 
and related service will also be offered and the order of the Illinois Commerce 
Commission so provides. 

Applicant has requested omission of the intermediate decision procedure and 
that its application be heard under the shortened procedure provided by Sec- 
tion 1.32 (b) (18 CFR 1.32 (b)) of the Commission’s Rules of Practice and 
Procedure. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 8, 1955, respecting the matters involved in and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) Panhandle Eastern Pipe Line Company, a Delaware corporation having 
its principal place of business in Kansas City, Missouri, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order issued October 17, 1945, in Docket No. G-254, 4 FPC 1081. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transportation and sale for resale 
of natural gas in interstate commierce as an integral part of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 
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(4) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (ili), (3) (iv) and (5) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 
CFR 157.20) should attach to the certificate hereinafter issued, and that the 
time within which construction of facilities authorized by this order shall be 
completed and in actual operation should be fixed at six months from the date 
on which this order issues. 

(6) Any certificate issued herein should require Applicant to render the pro- 
posed service as a part of its present total daily obligation to Illinois Power 
Company under existing service agreements. 

(7) This proceeding is a proper one for disposition under the provisions of 
Section 1.32 (b) of the Commission’s Rules of Practice and Procedure, and 
sufficient cause exists for the Commission forthwith to render its final decision 
in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Panhandle Eastern Pipe Line Company to construct 
and operate the facilities hereinbefore described, all as more fully described in 
the application in this proceeding, for the transportation and sale for resale of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) Applicant shall render the service herein authorized as a part of its 
present total daily obligation to Illinois Power Company under existing service 
agreements. 

(C) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv) and (5) of Section 157.20 
of the Commission’s Rules and Regulations shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(D) The time within which the facilities herein authorized shall be constructed 
and placed in actual operation, as provided by paragraph (2) of Section 157.20 
of the Commission’s Rules and Regulations, is hereby fixed at six months from. 
the date on which this order issues. 


Findings and order issuing certificate of public convenience and necessity) 
Kansas-Colorado Utilities, Inc. 
Docket No. G—4313 
March 18, 1955 


Kansas-Colorado Utilities, Inc. (Applicant), a Kansas corporation with its 
principal place of business in Lamar, Colorado, filed an application on October 11, 
1954, as supplemented on January 5, 1955, for a certificate of public convenience 
and necessity, pursuant to Section 7 (c) of the Natural Gas Act, authorizing 
Applicant to construct and operate certain facilities as hereinafter described, 
subject to the jurisdiction of the Commission, all as more fully represented in. 
the application on file with the Commission for public inspection. 
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Applicant proposes to construct and operate two portable compressor units 
(total 220 hp.) on its main line at its Johnson, Kansas, compressor station 
located in Stanton County, Kansas, to permit more efficient and economical 
utilization of the Johnson Compressor station. 

The Johnson station consists of one 800 hp. unit. Since Applicant has been 
receiving gas from Colorado Interstate Gas Company (authorized in Docket 
No. G-2138), the unit has been operated only one-third or less of capacity to 
enable Applicant to meet the load on days, other than peak days, when only 
a portion of its design capacity is required. Applicant states that this partial 
use of the 800 hp. unit is uneconomical and results in operating difficulties and 
excessive deterioration. 

Applicant states that the 800 hp. unit will be used on days when the demand 
is greater than the capacity of the two portable units. 

Applicant has requested omission of the intermediate decision procedure and 
that its application be heard under the shortened procedure provided by Sec- 
tion 132 (b) (18 CFR 1.32 (b)) of the Commission’s Rules of Practice and 
Procedure. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 8, 1955, respecting the matters involved in and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) Kansas-Colorado Utilities, Inc., a Kansas corporation having its principal 
place of business at Lamar, Colorado, is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order issued July 24, 1945, in Docket No. G-577, 4 FPC 1026. 

(2) The facilities hereinbefore described are proposed to be used in trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as an integral part of Applicant’s existing pipeline system, 
and the construction and operation thereof by Applicant are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts proposed in said 
application and to conform to the requirements, rules and regulations of the 
Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv) and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 
CFR 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which 
construction of facilities authorized by this order shall be completed and in 
actual operation should be fixed at six months from the date on which this 
order issues. 

(6) This proceeding is a proper one for disposition under the provisions of 
Section 1.32 (b) of the Commission’s Rules of Practice and Procedure, and suf- 
ficient cause exists for the Commission forthwith to render its final decision in 
the instant Proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Kansas-Colorado Utilities, Inc., to construct and op- 
erate two portable compressor units (total 220 hp.) on its main line at its Johnson 
Compressor station located in Stanton County, Kansas, all as more fully described 
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in the application in this proceeding and subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s General Rules of Practice and Procedure shall attach to 
the issuance of the certificate granted in paragraph (A) hereof, and to the 
exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and said facilities shall be placed in actual operation as provided by 
paragraph (2) of said Section 157.20 of the Commission’s rules is hereby fixed 
at six months from the date on which this order issues. 


Declaration of exemption 
Dome Gas Co., Inc. 
Docket No. G-—6861 


March 18, 1955 





























Dome Gas Company, Inc. (Applicant) filed an application on January 3, 1955, 
for exemption from the provisions of the Natural Gas Act, pursuant to Sec- 
tion 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is engaged in purchasing, gathering, transportation, distribu- 
tion, and sale of natural gas within the State of Indiana; 

(2) Applicant owns and operates gathering lines in Sullivan County, Indiana; 

(3) Applicant purchases interstate natural gas from Texas Gas Transmission 
Corporation with deliveries being made within the State of Indiana; 

(4) All natural gas so received by Applicant is ultimately consumed within 
the State of Indiana, and all of Applicant’s facilities are located within the 
said State; and, 

(5) The Public Service Commission of Indiana has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over the 
rates, services, and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Dome Gas Company, Inc. is exempt from the provisions of the Natural Gas 
Act, and the orders, rules and regulations of this Commission issued pursuant 
thereto. 


Declaration of exemption 
Producers Gas Co. 
Docket No. G-6866 


March 18, 1955 







Producers Gas Company (Applicant) filed an application on January 5, 1955, 
for exemption from the provisions of the Natural Gas Act, pursuant to Sec- 
tion 1 (c) thereof. 
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Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is a New York corporation, engaged in the transportation, dis- 
tribution and sale of natural gas in the State of New York; 

(2) Applicant purchases interstate natural gas from New York State Natural 
Gas Corporation and Empire Producing Company with all deliveries being made 
within the State of New York. Applicant also purchases natural gas produced 
locally and within the same State; 

(8) All natural gas so received by Applicant is ultimately consumed within 
the State of New York, and all of Applicant’s facilities are located within the 
said State; and 

(4) The Public Service Commission of New York has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over the 
rates, service, and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Producers Gas Company is exempt from the provisions of the Natural Gas Act, 
and the orders, rules and regulations of this Commission issued pursuant thereto. 


Declaration of exemption 
Acme Natural Gas Co. 
Docket No. G-7358 
March 18, 1955 


Acme Natural Gas Company (Applicant) filed an application on January 19, 
1955, for exemption from the provisions of the Natural Gas Act, pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is a Pennsylvania corporation, engaged in the production, 
transportation, distribution, and sale of natural gas in the State of Pennsylvania ; 

(2) Applicant produces natural gas from its own wells in Gilpin Township, 
Armstrong County, Pennsylvania ; 

(3) Applicant purchases interstate natural gas from the Manufacturers Light 
and Heat Company at Manufacturers’ Ellwood Compressor Station in Franklin 
Township, Butler County, Pennsylvania ; 

(4) All of the natural gas produced and received by Applicant is ultimately 
consumed within the State of Pennsylvania, and all of Applicant's facilities are 
located within the said State; and 

(5) The Pennsylvania Public Utilities Commission has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Acme Natural Gas Company is exempt from the provisions of the Natural Gas 
Act, and the orders, rules and regulations of this Commission issued pursuant 
thereto. 
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Order denying application for supplemental authority to maintain 
and use additional interconnection for emergency purpose 


Puget Sound Power & Light Co. 
Docket Nos. IT-6015 and IT-6022 
March 18, 1955 


By order issued January 16, 1947, in the above dockets, 6 FPC 320, the Com- 
mission found that: 

An emergency exists within the meaning of Section 202 (c) of the Federal 
Power Act in the Pacific Northwest, comprising the States of Washington, 
Oregon, Idaho, Utah, and Western Montana, by reason of the sudden in- 
crease in the demand for electric energy and the shortage of facilities for 
the generation and transmission of electric energy. 

Thereupon, the Commission by that order pursuant to Section 202 (d) of the 
Federal Power Act authorized Puget Sound Power & Light Company (Puget) 
to use and maintain five interconnections for the purpose of aiding in the al- 
leviation of the critical power shortage without such use affecting Puget’s juris- 
dictional status under the Federal Power Act. By four supplemental orders 
issued June 9, 1949, 8 FPC 914, August 15, 1950, 9 FPC 1019, February 29, 1952, 
11 FPC 852, and May 25, 1953, 12 FPC 190, the Commission found a continua- 
tion of the emergency described above and authorized Puget to use a total of 
seven additional interconnections without their use affecting Puget’s jurisdic- 
tional status under the Act. 

On September 1, 1954, Puget filed an application for authority to maintain an 
additional interconnection for emergency use pursuant to Section 202 (d) of the 
Act, stating that the power shortage which the Commission found to exist in 
the above mentioned orders still continued to exist. The proposed additional 
emergency interconnection would be made by means of a 110-kv transmission 
line of Puget extending from its substation in Bellingham, Washington, and 
terminating on the 110-kv bus in Bonneville Power Administration’s (Bonne- 
ville) substation located near Bellingham, Washington. 

On October 15, 1954, the Commission’s staff conferred with representatives 
of Puget and Bonneville, particularly as to the power and energy resources 
currently available to Puget and, generally as to those available to meet loads 
in the Pacific Northwest area as a whole. Additional information was supplied 
by Puget by memorandum dated October 9, 1954, and by letter dated November 30, 
1954, and by Bonneville in a memorandum dated October 15, 1954, and in a 
letter dated December 29, 1954. 

Information submitted by Puget and Bonneville, as well as other pertinent 
information in the files and records of the Commission, shows that the power 
supply emergency which the Commission in its order of January 16, 1947, found 
to exist in the Pacific Northwest has terminated. New generating capacity 
installed in the last seven years has caught up with the growing load. Since 
1947 Bonneville has increased its nominal installed generating capacity from 
1,166,400 kw to 3,145,400 kw and scheduled 146,000-kw additional generating 
capacity to be installed during the last two months of 1954 and has scheduled 
643,000 kw during 1955. Pacific Power & Light Company, The Washington 
Water Power Company, The City of Seattle, City of Tacoma and Public Utility 
District No. 1 of Chelan County have increased their total generating capacity 
by 710,000 kw. 
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Information on file with the Commission from utilities operating in the Pacific 
Northwest area shows that the total dependable capacity as of December $1, 
1954, would be approximately 664,887 kw in excess of the aggregate non-co- 
incidental peak load demands of all utilities operating in the area if this were 
an average water year, and approximately 95,547 kw in excess if this were an 
adverse water year. Since this is a better than an average water year there 
is ample power to take care of all loads in the area as a whole. The additions 
in capacity in the Pacific Northwest have taken care of both the previous 
shortage of electric supply and load growth. 

The power load situation on Puget’s own system presents a somewhat similar 
picture. Excluding the large amounts of power and energy which it wheels to 
customers of Bonneville it appears that, during December 1954, Puget’s own 
dependable generating capacity plus firm purchases referred to above totaled 
394,200 kw and this exceeded its own system peak load of 378,100 kw by 16,100 kw. 

From all the facts available to the Commission there is no longer a power 
supply emergency existing in the Pacific Northwest as a whole nor on Puget’s 
system within the purview of Section 202 (c) of the Act, and therefore the 
finding by the Commission that the continued use and maintenance of the inter- 
connections heretofore authorized in these dockets shall not affect Puget’s 
jurisdictional status under the Federal Power Act, is no longer justified. This 
is not to indicate that the interconnections should not be maintained. In fact, 
our studies show that their voluntary continued use would be of great benefit 
to the maintenance of the Pacific Northwest power pool, which would help in 
supplying electric energy in the area with a greater economy. It only means 
that, in the event their continued use results in the transmission or sale at 
wholesale of electric energy in interstate commerce, Puget would then become 
subject to the Commission’s jurisdiction as a “public utility” within the meaning 
of the Act. 

The Commission finds and determines that: ; 

(1) The power supply emergency, which the Commission in its order of 
January 16, 1947, found to exist in the Pacific Northwest and in its orders of 
June 9, 1949, August 15, 1950, February 29, 1952, and May 25, 1953, found to 
continue to exist, has terminated. 

(2) It is necessary and appropriate in the public interest, in carrying out the 
provisions of the Federal Power Act, that the authorization heretofore granted 
Puget in the several Commission orders, all as above recited, be terminated as 
hereinafter provided. 

(3) In view of the finding and determination in paragraph (1) above, Puget’s 
application for supplemental authority to maintain and use an additional inter- 
connection for emergency use pursuant to Section 202 (d) of the Act should 
be denied. 

The Commission orders: 

(A) Puget’s present application for authorization to maintain a permanent 
connection with the Bonneville system for emergency use in addition to those 
heretofore authorized, as described above, be and the same hereby is denied. 

(B) The authorization heretofore granted Puget in the several Commission 
orders issued in the above entitled matter, for maintenance and use of inter- 
connections to aid in the alleviation of the critical power shortage then existing, 
all as referred to above, be and the same hereby is terminated effective June 30, 
1955. 
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Order approving installation of fourth generating unit 


The City of Seattle, Washington 
Project No. 553 
March 21, 1955 


Application was filed September 20, 1954, by The City of Seattle, Washington, 
licensee for major Project No. 553, for Commission approval of the installation 
of the fourth generating unit of 90,000 kilowatts capacity at Ross power plant, 
located on the Skagit River, in Whatcom County, Washington, affecting lands 
of the United States in the Mount Baker National Forest. 

It appears that Ross power plant, as initially constructed with three units, 
provided for a fourth unit having power tunnel facilities, penstock, turbine 
pit and powerhouse space, all of which was authorized by the Commission for 
construction as a part of the plans as evidenced by exhibits made a part of the 
license under Amendment No. 6. 

The fourth unit will provide additional peaking capacity as well as a sub- 
stantial block of reserve generating capacity, and will permit the full utilization 
of the potential power available in the Skagit River, at the project site. 

Installation of the fourth generating unit will increase the authorized in- 
stalled capacity of the project from 653,000 horsepower to 773,000 horsepower 
with a resultant increase in the amount of annual administrative charges as 
hereinafter provided for. 

The Commission jinds: 

(1) Public notice has been given as required by the Federal Power Act. No 
protests have been received. 

(2) The installation and continued operation of the fourth generating unit 
of 120,000-horsepower capacity with appurtenant equipment at Ross power plant, 
which installation is scheduled for completion by October 1, 1956, is desirable 
in the public interest to supply adequately the reasonable market demands for 
power. 

(3) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative an- 
nual charges is increased from 653,000 horsepower to 773,000 horsepower. 

(4) Exhibit M, filed as part of the application for approval of the installation 
of the fourth generating unit, and which supplements Exhibit M now part of 
the license, conforms with the Commission’s rules and regulations and should 
be approved as part of the license for the project. 

The Commission orders: 

(A) Supplemental Exhibit M referred to in finding (4) above is approved as 
part of the license for Project No. 553. 

(B) The installation of the fourth generating unit, increasing the author- 
ized. installed capacity of the project to 773,000 horsepower is approved, effective 
as of October 1, 1954 and the license for the project, as heretofore amended, is 
further amended as follows: 

Paragraph I. Item 2 of Paragraph C of Article 2 of the license is amended 
to read as follows: 

2. Ross Development. A concrete arch dam in Section 35, T. 38 N., R. 13 E., 
W. M., known as Ross Dam constructed to elevation 1,615 feet at the roadway 
crest, with fixed spillway crests at elevation 1,582 feet; a reservoir created by 
said dam having a gross capacity of 1,200,000 acre-feet at elevation 1.582 feet; 
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control gates in the spillway sections of the Ross Dam to raise the water 
level in the reservoir to elevation 1,600 feet with a gross capacity of 1,400,000 
acre-feet; two power tunnels around the left abutment of the dam extending 
downstream from the intake works to a power plant; a powerhouse with in- 
stallation of four units each consisting of a 125,000 horsepower turbine con- 
nected to a 90,000 kilowatt (0.9 P. F.) generator; a transmission line extending 
from the dam to Diablo plant; and other appurtenant facilities; the location and 
character of the project works being more fully shown and described by the 
exhibits cited in Paragraph A hereof, and by the following additional exhibits: 

Paragraph II. Item 2 of Paragraph C of Article 2 of the license is amended 
by adding thereto the following: 

Erhibit M: Statement in one sheet entitled “General Description and Speci- 
fications of Mechanical, Electrical and Transmission Equipment,” signed The 
City of Seattle, Washington, by Paul J. Raver, Superintendent of Lighting, on 
August 30, 1954. 

Paragraph III. Paragraph (C) of Article 6 of the license is amended by 
adding thereto the following: 

Begin the construction and installation of the fourth turbine and generator 
anit at Ross powerhouse on or before October 1, 1954, and complete the work 
on or before October 1, 1956; 

Paragraph IV. Article 24 (a) of the license is amended to read: 

(a) For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, one (1) cent per horsepower on the authorized 
installed capacity (773,000 horsepower) plus two and one-half (21%4) cents per 
thousand kilowatt-hours of gross energy generated by the project during the 
calendar year for which the charge is made. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
instrument amending the license. In acknowledgment of the acceptance of this 
instrument, it shall be signed for the licensee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Order denying motions to dismiss 


Argo Oil Corp., et al., Docket No. G-6810; Argo Oil Corp. and Magnolia Petroleum 

Co., Docket No. G-6811; Texas Illinois Natural Gas Pipeline Co. v. Argo Oil 

Corp., et al., Docket No. G-2951; Texas Illinois Natural Gas Pipeline Co. v. 
Argo Oil Corp. and Magnolia Petroleum Co., Docket No. G—2950 


March 22, 1955 


On February 4, 1955, The Ohio Oil Company, respondent in Docket Nos. G-6810 
and G—2951, filed with this Commission an instrument entitled “Answer of 
Respondent, The Ohio Oil Company to Order to Show Cause.” On March 7, 
1955, Argo Oil Corporation, respondent in each of the above dockets, filed with 
this Commission an instrument entitled “Answer of Argo Oil Corporation to 
Order to Show Cause and to Various Interventions” and Phillips Drilling Cor- 
poration, respondent in Docket Nos. G-6810 and G—2951, filed an instrument 
entitled “Answer of Phillips Drilling Corporation to Show Cause Order and to 
Various Petitions for Intervention.” 
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Each of the instruments filed contains a motion of dismissal of the Commis- 
sion’s order issued January 10, 1955, in the above dockets, and alleges prin- 
cipally that in issuing its order to show cause and setting the matters for 
hearing, the Commission violates the orders issued by the United States Court 
of Appeals for the Fifth Circuit staying the Commission’s Order No. 174-A. 

The respondents argue in their motions that the proceeding in the Fifth Circuit 
involves all the matters which would come before the Commission in the pro- 
ceeding under the order to show cause issued January 10, 1955, including the 
issues whether each of the companies is a “natural-gas company” within the 
meaning of that term as used in the Natural Gas Act, and whether each is in 
violation of Section 7 (b) of the Natural Gas Act in its attempt to abandon the 
sale and service of natural gas to Texas Illinois without permission and approval 
of the Commission first had and obtained, after due hearing pursuant to that 
Section 7 (b) of the Act. 

Our position on the effect of the stay order of the United States Court of 
Appeals for the Fifth Circuit, the issue raised by the respondents in their motions, 
is set forth in the order issued January 10, 1955, wherein we said: 

The action which we are taking herein is brought under the Natural Gas 
Act and in no way relates to the regulations prescribed by Order No. 174-A, 
and of course is not intended to be and in our opinion is not, in violation of 
the stay issued by the Fifth Circuit in the two review cases, as that Court 
could and did not attempt to set aside the requirements of the statute. 

Whatever obligations the respondents named in the order issued January 10, 
1955, may have respecting certificates of public convenience and necessity or 
the abandonment of sales or service, those obligations are fixed and established 
by the provisions of the Natural Gas Act. Whether those obligations attach 
to the respondents in these proceedings depends on the main issue raised by 
the order of January 10, 1955, namely, whether or not those parties are “natural- 
gas companies,” and that determination under the Congressional policy of re- 
sponsibility for the effective functioning of thé administrative process is com- 
mitted for initial decision to this Commission. A court will not interfere with 
a hearing for that purpose. Federal Power Commission v. Metropolitan Edison 
Co., 304 U. S. 375. 

The issuance of the order to show cause and the setting of hearing on the 
issues there specified is appropriate and necessary to effectively administer the 
provisions of the Natural Gas Act, and in no way constitutes a violation of the 
stay issued by the United States Court of Appeals for the Fifth Circuit. 

In addition, the respondents advance certain ancillary contentions that the 
order issued January 10, 1955, is unlawful by reason of the procedure for hearing 
outlined therein, and, further, because the recitations in such order indicate 
that there has been a prejudgment of the issues to be tried. We, likewise, find 
those contentions to be without merit. 

The Commission, therefore, further jinds: 

The motions to dismiss filed by The Ohio Oil Company on February 4, 1955, 
and by Argo Oil Corporation and Phillips Drilling Corporation on March 7, 1955, 
in the above dockets have not been justified in law or fact and should be denied. 

The Commission orders: 

The motions filed by The Ohio Oil Company on February 4, 1955, and by 
Argo Oil Corporation and Phillips Drilling Corporation on March 7, 1955, to 
dismiss the order to show cause issued in the above dockets on January 10, 1955, 
be and the same hereby are denied. 

Commissioner Digby not participating. 
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Order issuing new license (minor) 
Otis Morris 
Project No. 1771 
March 22, 1955 


Application was filed September 3, 1954, through the Forest Service by Otis 
Morris of Warren, Idaho, for a new license under the Federal Power Act (here- 
inafter referred to as the Act) for constructed minor Project No. 1771 located 
on Slaughter Creek, a tributary to Warren Creek, in Idaho County, Idaho, and 
affecting lands of the United States within Payette National Forest. 

The original license was issued to Otis Morris on August 3, 1943, for a period 
of 10 years, which expired August 2, 1954. 

The project consists of: 

(a) All lands constituting the project area, the limits of which are 10 feet on 
each side of center line of diversion works and ditch. 

(b) Project structures comprising an intake constructed of 20-inch steel pipe 
embedded in concrete with a wooden head gate; a ditch 0.98 mile long; a pen- 
stock consisting of 409 feet of 14-inch and 12-inch spiral riveted pipe; a frame 
powerhouse 25 x 27 feet, having an installed capacity of about 27 horsepower, 
consisting of a Pelton water wheel operating under a head of 113 feet driving 
& 20-kilowatt generator; a 30-horsepower semi-diesel engine to serve as an al- 
ternate for the generator when the water wheel is out of service; an overflow 
ditch 0.20 mile long; and a transmission line 0.60 mile long. 

(c) All other structures, fixtures, equipment, or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
and all rights and interests, the possession of which are necessary or appro- 
priate in the maintenance and operation of the project. 


The said lands and project works are more specifically shown and described by 
a certain exhibit which formed part of the application for license, and which 
is designated and described as follows: 

Exhibit F: (FPC No. 1771-1) Map in one sheet entitled “Power and Light 
Project, Warren, Idaho County, Idaho,” signed on September 26, 1939, by Otis 
Morris. 


The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over Payette National Forest, and an Assistant Secretary of the 
Interior, have reported favorably on the application, and the Chief, Fisheries 
Division of the State of Idaho Department of Fish and Game, has interposed 
no objection to the application. 

The Commission finds: 

(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of all applicable State laws 
insofar as necessary to effect the purposes of a new license for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance of 
a new license therefor, as hereinafter provided, affect the development of any 


water resources for public purposes which should be undertaken by the United 
States. 
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(4) The issuance of a new license for the project as hereinafter provided 
will not interfere or be inconsistent with the purposes for which Payette Na- 
tional Forest was created or acquired. 

(5) The project occupies 1.1 acres of lands of the United States. 

(6) The amount of annual charges to be paid by the licensee under the license 
for the purposes of reimbursing the United States for the costs of administration 
of Part I of the act and for recompensing it for the use, occupancy, and enjoyment 
of its lands is reasonable as hereinafter fixed and specified. 

(7) The installed capacity of the project is about 27 horsepower and the 
energy generated thereby services the town of Warren, Idaho. 

(8) The exhibit described and designated in the third paragraph of this 
order conforms to the Commission’s rules and regulations. 

(9) It will be in the public interest to waive the terms and conditions con- 
tained in the following sections of Part I of the Act. 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the Act which are here- 
inafter waived; 10 (a); 10 (c), insofar as it relates to depreciation reserves; 
10 (d); 10 (f); 11; 12; 14, except insofar as the power of condemnation is 
reserved ; 15; 18, except insofar as it relates to fishways; 19; 20; 22; and 23 (a), 
insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This new license is issued to Otis Morris under Sections 4 (e) and 15 
of the Act for a period of 10 years, effective as of August 3, 1953, for the opera- 
tion and maintenance upon lands of the United States of constructed minor 
Project No. 1771, subject to the terms and conditions of the Act which is hereby 
incorporated by reference as a part of this license (except that the terms and 
conditions of Part I of the Act referred to in finding (9) above are hereby 
waived to the extent therein specified), and subject to such rules and regula- 
tions as the Commission has issued or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-7, December 15, 1953, entitled “Terms and Conditions of License for 
Minor Project Affecting Lands of the United States,” 17 F. P. C, 486, which 
terms and conditions are attached hereto and made a part hereof; and subject 
to the following special condition set forth herein as an additional article: 

Article 15. The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, $5.00; and 

(ii) For the purpose of recompensing it for the use, occupancy, and enjoyment 
of its lands, $5.00. 

(C) Exhibit F (FPC No. 1771-1) is approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the Act, 
and failure to file such an application shall constitute acceptance of this license. 
In acknowledgment of the acceptance of this license, it shall be signed by the 
Licensee and returned to the Commission within 60 days from the date of is- 
suance of this order. 
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Findings and order issuing certificate of public convenience and necessity* 
Permian Basin Pipeline Co., et al. 
Docket No. G-6867, et al. 
March 25, 1955 


Permian Basin Pipeline Company of Omaha, Nebraska (Permian), and Otha 
H. Grimes of Tulsa, Oklahoma (Grimes), filed on January 10, 1955, applications 
for certificates of public convenience and necessity pursuant to Section 7 of the 
Natural Gas Act, authorizing them to render service as hereinafter described, 
subject to the jurisdiction of the Commission, all as more fully represented in 
the applications which are on file with the Commission and open for public 
inspection.? 

Permian proposes to construct and operate approximately 10.9 miles of 65-inch 
pipeline, together with metering facilities, in Lea County, New Mexico, for the 
transportation of natural gas from Grimes’ Lovington Gasoline plant to a point 
of connection with Permian’s existing interstate pipeline system. 

* * * a ~ . s 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 17, 1955, respecting the matters involved and the issues presented by the 
applications. No protest to the applications has been received. 

The Commission finds: 

(1) Permian Basin Pipeline Company, a Delaware corporation, having its 
principal place of business at Omaha, Nebraska, is engaged in the transportation 
of natural gas in interstate commerce and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and therefore is a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 


found by the Commission in its May 1, 1953, order in Docket No. G-1928, 
12 F. P. C. 85. 


* = * * . * + 

(4) Permian and Grimes are able and willing properly to do the acts and 
to perform the service proposed and to conform to the provisions of the Natural 
Gas Act, and the requirements, rules and regulations of the Commission there- 
under. 

a © s * * * = 

(6) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Permian to construct and operate the facilities hereinbefore 
described, subject to the jurisdiction of the Commission, all as more fully 
described in the application for the transportation and sale for resale of natural 
gas as therein set forth, upon the terms and conditions of this order. 

s o > s = * * 


tine Saatnes portions of this order relate to the issuance of independent producer cer- 
cates. 


10On February 28 and March 14, 1955, Grimes filed supplements to his application, 
Docket No. G-6868. 
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(C) The certificate granted in paragraph (A) hereof shall be accepted in 
writing, and under oath by a responsible official of Permian within 30 days from 
the issuance of this order, and the general terms and conditions set forth in 
paragraphs (1), (3) (i), (3) (ili), (3) (iv), and (5) of Section 157.20 of the 
Commission’s Rules and Regulations, including the Rules of Practice and Pro- 
cedure, shall attach to the issuance of the certificate and to the exercise of the 
rights granted thereunder. 

s * 


* 7? * * 8 
(E) The certificates granted herein are not transferable and shall be effective 
only so long as the holders thereof continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission. 
e * * . - 7 * 


Order amending order modifying orders issuing certificates 
of public convenience and necessity 


Transcontinental Gas Pipe Line Corp. 
Docket Nos. G-1277 and G—1411 


March 25, 1955 


On February 17, 1955, the City of Covington, Georgia (Petitioner), filed a 
petition to amend the Commission’s order issued May 28, 1954, so as to give 
effect to the prior determination of the Commission and to provide for a firm 
allocation of natural gas in the maximum daily amount of 1,464 Mcf for ultimate 
distribution in the City of Covington and the Town of Oxford, Georgia. 

The order of May 28, 1954 found that: 

The City of Covington presented evidence in support of its project having 
an estimated third-year requirement of 1,464 Mcf per day for distribution 
in the City of Covington and the Town of Oxford, Georgia. The evidence 
shows that the project is both economically and financially feasible. The 
record fully justifies an allocation of natural gas to Covington in the volume 
requested, were it not for the fact that there is now outstanding a cer- 
tificate authorization issued at Docket No. G-2015 on December 11, 1953, 
to the Mid-Georgia Natural Gas Company to supply natural gas to those 
communities. By order issued February 3, 1954, the certificate referred 
to was made the subject matter of a rehearing now set to commence on 
June 17, 1954. Therefore, pending a final disposition of this matter, the 
quantity of 1,464 Mcf of gas per day must be retained unallocated on 
Transcontinental’s system, subject to further order, and dependent on the 
outcome of the proceedings in Docket No. G-2015. 

and ordered that: 

(I) Transcontinental shall retain unallocated 1,464 Mcf, which shall re- 
main subject to further order of the Commission, pending disposition of the 
proceeding entitled In the Matter of Mid-Georgia Natural Gas Company, 
Docket No. G-2015 14 FPC 550. 

By order issued February 16, 1955, In the Matter of Mid-Georgia Natural Gas 


1 The order of May 28, 1954, modified and amended orders issuing certificates of public 
eonvenience and necessity to Transcontinental. 
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Company, Docket No. G-2015, it was ordered that: 

(A) The certificate of public convenience and necessity heretofore con- 
ditionally granted to Mid-Georgia Natural Gas Company by the Commis- 
sion’s order in this matter, issued December 11, 1953, to construct and 
operate facilities to render natural gas service to the City of Covington, 
Georgia, and the Town of Oxford, Georgia, is hereby revoked and terminated 
by virtue of Applicant’s failure to comply with the conditions attached to 
said authorization as set forth in paragraph (B) (iii) of said Order. 

The Commission finds: 

It is in the public interest, and it is necessary and appropriate to carry out 
the provisions of the Natural Gas Act, to amend, as herein ordered, the order 
of the Commission issued May 28, 1954, so as to provide for the delivery and 
sale of natural gas by Transcontinental to the City of Covington and the Town of 
Oxford, Georgia. 

The Commission orders: 

(A) The Commission’s order issued May 28, 1954, be and the same is hereby 
amended by striking therefrom paragraphs (2) and (I), and substituting in 
lieu thereof the following: 

(2) In view of our action taken by our order issued February 16, 1955, In the 
Matter of Mid-Georgia Natural Gas Company, Docket No. G—2015, 14 F. P. C. 550, 
public convenience and necessity require that Transcontinental be authorized to 
supply natural gas in the daily maximum volume of 1,464 Mcf to the City of 
Covington, Georgia, for ultimate distribution in Covington and Oxford, Georgia, 
as hereinafter ordered. With respect thereto, Transcontinental shall tender a 
service agreement to the City of Covington on or before June 1, 1955, which 
service agreement shall not, unless so provided by further order of the Com- 
mission, specify a daily contract demand for firm service in excess of 1,464 Mcf 
per day. The City of Covington shall advise Transcontinental as to the ac- 
ceptability of such agreements within 30 days from the tender of such service 
agreements, and execute the same not later than three months from the date of 
said tender or forfeit their right to receive natural-gas service as herein au- 
thorized. 

(I) Transcontinental is hereby authorized to deliver and sell 1,464 Mecf of 
natural gas to the City of Covington, Georgia, for ultimate distribution in said 
city, and the Town of Oxford, in accordance with paragraph (2) above. 


Order amending order issuing certificate of public convenience and necessity 
Colorado Interstate Gas Co. 
Docket No. G-2121 
March 28, 1955 


Colorado Interstate Gas Company (Colorado Interstate) filed a motion on 
March 7, 1955, as supplemented on March 24, 1955, to amend the order issued 
June 18, 1954 (Op. No. 271), issuing a certificate of public convenience and 
necessity in Docket No. G—996, et al., with which this proceeding was consolidated. 

By the order issued June 18, 1954, Colorado Interstate was authorized, inter 
alia, to construct and operate approximately 365 miles of 22-inch pipeline from 
a connection with the proposed pipeline of Pacific Northwest Pipeline Corpora- 
tion (Pacific Northwest), near Rock Springs, Wyoming, to Denver, Colorado, 
with interconnections to its present customers, including Colorado-Wyoming Gas 
Company (Colorado-Wyoming). 
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By the motion to amend, as supplemented, Colorado Interstate proposes to 
reroute its 22-inch line so as to make delivery to Colorado-Wyoming at a point 
on Colorado-Wyoming’s 16-inch line south of Cheyenne, Wyoming, and at Greeley, 
Colorado, rather than at Wellington, Colorado, as previously authorized. Col- 
orado-Wyoming presently serves the distributing companies at Cheyenne and 
Greeley and purchases more than 99 percent of its requirements from Colorado 
Interstate. Colorado Interstate states that the requirements of Colorado- 
Wyoming can be more readily supplied by the proposed amended facilities, rather 
than through the interconnection with Colorado-Wyoming at Wellington, Col- 
orado; especially the two new large resale industrial interruptible customers 
near Cheyenne, whose requirements were included in the original proceedings at 
about 3.5 billion cubic feet per year, but whose requirements are now estimated 
at about 2.5 billion cubic feet per year. The new location of the 22-inch line 
closer to Cheyenne will obviate the need for additional transmission facilities by 
Colorado-Wyoming to receive gas for the increasing requirements in that area. 

Colorado Interstate estimates it will deliver about 20,000 Mcf and about 19,000 
Mcf on a minus 10-degree peak day in the next two winter seasons at Cheyenne 
and Greeley, respectively. 

Colorado Interstate states in its motion to amend that under the final amended 
plan of operations of Pacific Northwest, the suction pressure at Colorado Inter- 
state’s proposed Rock Springs compressor station will be increased from 398 
p. s. i. to 435 p. s. i, permitting a reduction in horsepower from 5-1,100 H. P. 
units to 4~1,100 H. P. units. 

Colorado Interstate also proposes to change the terminus of the proposed Rock 
Spring-Denver line from its North Denver meter station to its East Denven 
Control station. 

The proposal as originally amended would have required an additional 20 miles 
of 22-inch pipeline, which together with appurtenant facilities, and taking into 
account the reduction in compressor station horsepower required would increase 
the estimated cost from $23,298,653 to $24,146,821 or by some $848,168. By the 
supplement filed March 24, 1955, the added mileage is reduced to 14 miles, but 
the decrease in the added cost was not estimated. 

The motion to amend and supplement thereto have been served on all parties 
to the consolidated proceedings in Docket No. G-996, et al. Counsel for certain 
coal, labor and railroad interests (see Op. No. 271, Mimeo. Op. page 28) has 
addressed a letter to the Commission acknowledging receipt of the motion to 
amend and requests that the motion should not be accepted for filing but that 
Colorado Interstate should proceed by way of another application for a cer- 
tificate of public convenience and necessity. 

Under the facts stated above, no new customers are proposed to be served by 
Colorado Interstate; at best the proposed change adds additional delivery points 
to existing customers for existing markets and will provide greater flexibility 
and reliability of operations. No additional system-wide increase in capacity 
of Colorado Interstate is proposed. No useful purpose would be served under 
these circumstances in requiring Colorado Interstate to file an application, dis- 
closing the self-same facts and based on the same record in the consolidated 
proceedings in Docket No. G—996, e¢ al. 

The Commission finds: 

It is necessary ‘and appropriate to carry out the provisions of the Natural 
Gas Act and it is in the public interest to amend the order issued June 18, 1954 
(Op. No. 271), issuing a certificate of public convenience and necessity to Col- 
orado Interstate in this proceeding, as hereinafter ordered and conditioned. 
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The Commission orders: 

(A) The order of the Commission issued June 18, 1954 (Opinion No. 271) 
issuing, inter alia, a certificate of public convenience and necessity to Colorado 
Interstate Gas Company in this proceeding, be and the same is hereby amended 
authorizing the construction and operation of additional 14 miles of 22-inch 
pipeline, delivery stations south of Cheyenne, Wyoming, and Greeley, Colorado, 
for resale of natural gas to Colorado-Wyoming Gas Company and appurtenant 
facilities, and deletion of one 1,100-horsepower compressor unit at the Rock 
Springs Compressor station, all as more fully described in the motion to amend 
filed March 7, 1955, as supplemented on March 24, 1955, and exhibits thereto. 

(B) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and 
necessity shall remain in full force and effect. 


Findings and order issuing certificate of public convenience and necessity 
Texas Gas Transmission Corp. 
Docket No. G-6854 


March $1, 1955* 


Texas Gas Transmission Corporation (Applicant), a Delaware corporation 
with its principal place of business in Owensboro, Kentucky, filed an application 
on December 21, 1954, as supplemented on March 4, 1955, and amended on 
March 18, 1955, for a certificate of public convenience and necessity, pursuant 


to Section 7 (c) of the Natural Gas Act, authorizing Applicant to construct and 
operate facilities and to render service as hereinafter described, subject to the 
jurisdiction of the Commission, all as more fully represented in the application 
on file with the Commission for public inspection. 

Applicant proposes: 

(1) To increase firm deliveries to The Ohio Fuel Gas Company (Ohio Fuel) 
by 40,443 Mcf per day* and, simultaneously therewith, reduce interruptible de- 
liveries to Ohio Fuel under Texas Gas’ IS-4 Rate Schedule from 76,500 Mcf 
to 35,700 Mcf per day; 

(2) To serve the entire estimated requirements of the “Horseshoe System” 
of Indiana Gas & Water Company, Inc. (Indiana Gas) through the facilities pro- 
posed herein, together with its existing facilities, which will enable Texas Gas 
to meet its delivery obligations set forth in the presently effective executed serv- 
ice agreement between Texas Gas and Indiana Gas directly through its (Texas 
Gas’) facilities without the use of any gas from Panhandle Hastern Pipe Line 
Co.; and 

(3) To serve the increased firm requirements for the 1955-56 winter of its 
present customers, other than Ohio Fuel, in the aggregate amount of 51,850 Mcf 
per day. 

Applicant requests authority to construct and operate the necessary facilities 
to render the additional service above-described. These proposed facilities are: 
(1) approximately 77.64 miles of 26-inch pipe; (2) approximately 13.61 miles of 
20-inch pipe; (3) approximately 73.9 miles of 12-inch pipe; (4) approximately 
37 miles of 10-inch pipe; (5) Approximately 5 miles of 8-inch pipe; (6) 22,600 
compressor horsepower; and (7) two sales meter stations in Indiana. 


*Amended by order issued September 22, 1955, infra, p. 984. 
1 At 14.73 psia. 
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Items (1) and (2) are loops to existing lines in Louisiana, Tennessee and 
Kentucky. Items (3), (4), and (5) constitute a new lateral system in Kentucky 
and Indiana to serve the “Horseshoe System” of Indiana Gas and Water Com- 
pany, Inc., an existing customer. Item (6) includes 18,100 horsepower in exist- 
ing stations in Mississippi, Tennessee and Kentucky and 4,500 horsepower in 
a new station at Riverton, Louisiana. 

Certain of the above facilities, namely 48.20 miles of the 26-inch pipeline loops 
in Tennessee and Kentucky and 1,500 compressor horsepower in the existing 
Covington, Tennessee, Compressor Station, were conditionally authorized in 
Docket No. G-2311 by Opinion No. 276 issued October 1, 1954, for rendering off- 
peak service to American Louisiana Pipe Line Company (American Louisiana). 
It now appears that these previously authorized facilities will be required herein 
to render firm peak day service to Applicant’s existing customers. However, in 
the event off-peak service to American Louisiana is not initiated, certain other 
facilities, namely two 1,320-horsepower engines each in the Kenton, Tennessee, 
and the Calvert City, Kentucky, stations and one 1,320-horsepower engine in the 
Slaughter, Kentucky, compressor station (a total of 6,600 horsepower) will not 
be required. 

This means that the facilities previously authorized in Docket No. G-2311 are 
also being requested herein and the 6,600 horsepower also requested herein will 
only be needed if and when service is rendered to American Louisiana. 

Applicant claims substantial additional gas reserves under its Union Sulphur 
and Oil Company contracts and a few new gas purchase contracts. From the 
evidence submitted, it appears that the total gas reserves available to Ap- 
plicant are reasonably adequate to’ meet the estimated system requirements. 

Applicant, in connection with the authorization requested herein, proposes to 
utilize two existing gas fields for underground storage. These fields are the 
Hickory School Field and the Grandview Field, both located in Daviess County 
near Owensboro, Kentucky. The Hickory School Field is connected to Applicant’s 
Owensboro 8-inch line and main 26-inch line by means of approximately one mile 
of 4-inch and two miles of 3-inch pipe, respectively. The Grandview Field is 
connected to Applicant’s Owensboro 8-inch line by approximately 1.5 miles of 
2-inch pipe. Applicant requests such authority as may be necessary to operate 
the facilities for underground storage purposes. 

The total overall cost of the proposed facilities is estimated to be $17,498,519. 
Applicant proposes to finance the construction of such facilities through the sale 
of $18,000,000 of first mortgage bonds and from cash on hand. Temporary short- 
term bank loans will be used initially. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
March 24, 1955, respecting the matters involved in and the issues presented by 
the applications. No party or parties entered or made an appearance in opposi- 
tion or protest to the granting of the application herein. Counsel for Applicant 
moved orally at the hearing that the intermediate decision procedure be omitted 
and the Commission render a decision herein pursuant to Section 1.30 (c) (1) 
of the Commission’s Rules of Practice and Procedure. 

The Commission finds: 

(1) Texas Gas Transmission Corporation, a Delaware corporation having its 
principal place of business in Owensboro, Kentucky, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order issued March 30, 1949, in Docket No. G-859, 8 F. P. C. 228. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transportation and sale for resale 
of natural gas in interstate commerce as an integral part of Applicant’s existing 


468917—59——43 
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pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas? Act. 

(3). Applicant is able and willing to do the.acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(4) The construction ‘and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued. 

(5) Authorization for the 6,600-horsepower compressor facilities proposed by 
Applicant herein for the Kenton, Calvert and Slaughter Compressor Stations 
for the rendition. of service to American Louisiana should be conditioned upon 
the final authorization of such service in the proceedings relating to Docket 
Nos. G—2306, G—2311, G-2327 and G—2328. 

(6) Any certificate issued herein should be conditioned upon the Applicant 
filing a notice of withdrawal of its opposition to Panhandle Eastern Pipe Line 
Company’s abandonment application in Docket No. G—2101. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (iii), (3) (iv) and (5) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued, and that the time 
within which construction of facilities authorized by this order shall be com- 
pleted and in actual operation should be fixed at nine months from the date 
on which this order issues. 

(8) A request during the public hearing by Applicant for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is.granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Texas Gas Transmission Corporation to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application in this proceeding, for the transportation and sale for resale of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) Texas Gas shall not undertake the construction of the following facilities 
for which a certificate has been issued herein until the condition contained in 
the certificate issued to American Louisiana Pipe Line Company in Docket 
No. G-2306 (paragraph (B) (i) Opinion No. 276 issued October 1, 1954) shall 
have been complied with: 

1. Two 1,320-horsepower engines at the Kenton, Tennessee, Compressor Station. 

2. Two 1,320-horsepower engines at the Calvert City, Kentucky, Compressor 
Station. 

8. One 1,320-horsepower engine at the Slaughters, Kentucky, Compressor Sta- 
tion. 

(C) Within 15 days after the certificate issued herein becomes final, Texas 
Gas will file with the Commission a notification in Docket G-2101 by a re- 
sponsible official thereof that Texas Gas has no objection to the abandonment of 
service proposed by Panhandle Eastern Pipe Line Company in that proceeding 
from and after the commencement of deliveries by Texas Gas to Indiana Gas 
and Water Company, Inc. from the facilities authorized herein. 

(D) This certificate shall be accepted in writing and under oath by a re- 
sponsible official of Applicant, and the general terms and conditions set forth in 
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paragraphs (1), (2), (3) (i), (3) (iii) (3) (iv), and (5) of Seetion 157.20 of 
the Commission’s General Rules of Practice and Procedure shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights granted thereunder. 

(E) The time within which the facilities hereby authorized except as set 
forth in Paragraph (B) above, shall be constructed and said facilities shall be 
placed in actual operation as provided by paragraph (2) of said Section 157.20 
of the Commission’s rules is hereby fixed at nine months from the date on which 
this order issues. 


Order denying rehearing 
Tennessee Gas Transmission Co.; Central Hudson Gas & Electric Corp. 
Docket Nos. G—2331; G-2419 
April 4, 1955* 


A joint petition for rehearing was filed on March 10, 1955, by Home Gas 
Company (Home), The Manufacturers Light and Heat Company (Manufac- 
turers), United Fuel Gas Company (United Fuel), and The Ohio Fuel Gas 
Company (Ohio Fuel), all of which are subsidiaries of The Columbia Gas 
System, Inc. (collectively referred to as “Columbia Interveners”). 

The Columbia Interveners contend that, under the Natural Gas Act, the Com- 
mission has no authority to order a natural gas company to serve a distributing 
company which is already being served by another natural gas company. Sec- 
tion 7 (g) of the Act is a clear statement of Congressional policy that the Com- 
mission has complete discretion to authorize service by a natural gas company 
to an area already being served by another natural gas company. We think it is 
equally clear that the Commission’s authority to require service, pursuant to 
Section 7 (a), or by a condition attached under the authority of Section 7 (e) 
to a certificate issued pursuant to Section 7 (c), is as broad as its authority to 
grant service requested by an applicant under Section 7 (c). 

The identical problem was raised and settled in Kentucky Natural Gas Cor- 
poration v. F. P. C., 159 F. 2d 215. In that case, Central Illinois Public Service 
Company filed a 7 (a) application in Docket No. G-394 seeking a supply of gas 
from Panhandle Eastern Pipe Line Company. Central Illinois’ requirements, at 
the time, were being supplied by Kentucky Natural which was in turn supplied 
by Panhandle. The Commission found that there would be a significant economic 
advantage for Central Illinois to obtain additional service from Panhandle di- 
rectly, rather than indirectly through Kentucky Natural, and that the authorized 
service would not injure Kentucky Natural, 4 F. P. C. 1043, 1098. The Court of 
Appeals affirmed the Commission’s decision, stating: 

The elimination of an unnecessary middleman between the wholesaler 
and the retailer is a material benefit to the ultimate consumer at retail. 
The basic purpose of the Natural Gas Act is protection of the public in- 
terest. S. 717 (a), Title 15, U. S. C. A. While the Commission has no 
jurisdiction to fix or regulate rates in local or intrastate sales, yet it is 
obvious that the cost to the ultimate consumer at retail is materially affected 
by the sales price of the gas from the wholesaler to the retailer, and that 
a factor materially affecting this cost is entitled to considerable weight by 
the Commission in choosing between two competing applicants. Giving such 
consideration to this ultimate effect on consumers is not an attempt to reg- 


* Epitor’s Note: Affirmed 231 F. 2d 252 (CADC, 1956), Cert. denied, 352 U. 8. 831. 
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ulate intrastate rates, but is an effort to perform its statutory duty in pro- 
tecting the public interest. 

As we have heretofore noted, the Columbia System operates on the basis of 
a pooled.supply, with members of the system buying from each other and from 
outside suppliers." The Columbia System has found that the “flexibility of op- 
eration of the pooled supply” is beneficial to the system,? though not necessarily 
to each member of the system. We are aware of the fact that the Columbia 
Interveners have engaged in the substitution of sources of supply similar to 
that which they now complain against. For example, in Opinion Nos. 258 and 
258-A, 12 F. P. C. 251, 351, and the subsequent settlement of that case, rates for 
United Fuel were based on @ sales volume of 40,195,068 Mcf to Manufacturers 
with a purchase load factor of 83 percent for the year ending June 30, 1952. In 
the following year, Manfacturers increased its purchases from other suppliers, 
but reduced its purchases from United Fuel to 31,066,272 Mcf (Op. 272). This loss 
of sales by United Fuel was a material factor underlying United Fuel’s rate in- 
crease in Docket No. G—2274. 

The petition for rehearing suggests that Tennessee is unwilling and unable 
to provide the service directed by the Commission. Although Tennessee did 
not apply for a certificate to render the service requested by Rockland Light 
and Power Company (Rockland) from the Hebron-Greenwich line, which Ten- 
nessee was authorized to construct in Docket No. G-2331, nor to render the service 
requested by Central Hudson Gas & Electric Corporation (Central Hudson) in 
Docket No. G—-2419 from Tennessee’s existing line, Tennessee has not opposed 
such service, nor has it indicated its inability or unwillingness to render the 
proposed service. 

The Columbia Interveners contend that Tennessee is unable to provide the 
service because its capacity will be inadequate to render such service in addition 
to the requirements of existing customers for the year 1956. In an effort to 
attack the Commission’s finding that Tennessee has adequate capacity, the 
Columbia Interveners have misinterpreted Opinion No. 279. 

In that opinion we found Tennessee’s average design day system capacity to be 
1,728,390 Mcf. The requirements to be met from such capacity, as authorized 
by the Commission, are as follows: 


Authorized 
Customer class: requirements (Mcf) 


Contract demand 
Requirements 

Gabe extraction plant 
Transportation 


Total requirements 1,676,365 
A a nS ck noel ae aa me tiaLgae 1,728,390 


Unallocated capacity, per Op. 279 
Authorized in Docket No. G-4262 


Unallocated capacity available for Rockland 
and Central Hudson 


It is erroneous to suggest, as Petitioners do, that some of the unallocated 
design day capacity will be required to deliver “Seller’s option” gas. The record 
is clear that off-peak requirements of contract demand customers are substan- 


1 See In the Matter of Gulf Interstate Gas Co., Op. No. 251, 12 F. P. C. 116. 
2In the Matter of Atlantic Seaboard Corporation, et al., Docket No. G—1850, et al., 
order issued March 26, 1954. 
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tially below their contract demands so that Seller’s option gas wil! be delivered 
during this off-peak valley in the requirements of contract demand customers, 
and will not utilize any of the average design day capacity. Similarly, during 
the summer months requirements customers need substantially less than their 
average day requirements. Therefore additional off-peak capacity is available 
for both Seller’s option gas and storage requirements. 

We concluded that peak requirements of “requirements” customers could be 
met from storage and that deliveries te storage for such purpose can be made 
during off-peak periods. 

The Petitioners contend that some of the available capacity would be required 
for delivery of gas to storage. Obviously, if inputs to and withdrawals from 
storage are equal, the net utilization of “average day” capacity for storage 
operations is zero. Tennessee's estimates for 1956 indicate no utilization of 
average day capacity for storage purposes. In 1958, according to Tennessee’s 
estimates, when inputs will exceed withdrawals by 100 percent, the average daily 
capacity required to store such excess would be only 10,127 Mcf (Exhs. 55 and 
88). 

The Petitioners contend that there is a physical limitation of pipe line capacity 
east of Station 219 on Tennessee’s line. However, with the limitation of Ten- 
nessee’s deliveries to the customers in the New York City area, to 75,000 Mcf, 
rather than the 90,000 Mcf per day applied for, the unallocated capacity east 
of Station 219 is approximately 30,000 Mcf per day. This is quite adequate to 
supply the requirements of Central Hudson and Rockland. 

A review of the facts of record in these proceedings shows that no basis exists 
for changing our conclusion that Tennessee has adequate capacity and that the 
service directed will not impair Tennessee’s ability to render adequate service 
to its customers. 

In directing the proposed physical connections and sales of natural gas, we 
found that there were both physical and economic advantages to the distribut- 
ing companies involved. Rockland could obtain a supply of gas which it could 
distribute to its customers without the installation of transmission facilities 
which would be necessary in order to transport additional volumes of gas from 
its present suppliers. Similarly, Central Hudson could obtain gas from Tennes- 
see’s existing line adjacent to an area where considerable load growth is antici- 
pated and which Central Hudson presently supplies with small quantities of 
manufactured gas. Thus the geographical location of the new supply is a real 
advantage to both companies. Furthermore, in the case of both of these dis- 
tributing companies, the price differential between gas purchased from Home 
and gas to be purchased from Tennessee is significant and the saving is con- 
siderable. At the oral argument, counsel for Columbia Interveners presented 
a tabulation showing the effects of the proposed Tennessee rate increase on the 
claimed economic savings to Rockland and Central Hudson. In its petition 
for rehearing, the Columbia Interveners reiterate the contention that the esti- 


3 To test this conclusion, a comparison of average day (as distinguished from average 
design day) requirements can be made. This shows that on an average day, the average 
requirements of contract demand customers plus the average seller's option requirements 
and requirements of other customers, as shown above, are well within the total require- 
ments shown above: 

Mef 
Contract demand = 941,021 
OCI asi ticsneeittenncnneceennentasesasensasaaes aeenecoenenepanese> 366,481 
Gabe extraction plant 17,850 
Transportation 224,984 
Seller’s option 113,820 


1,664,156 








638 FEDERAL POWER COMMISSION 





mated saving is materially reduced by Tennessee’s increase. As this computa- 
tion clearly shows, even with such increased rates in effect, the differential 
between Tennessee’s and Home’s rates is marked, and the benefit to Rockland 
and Central Hudson would be substantial. 

The Columbia Interveners’ major complaint is that they will suffer a loss of 
profits and will have idle capacity if Central Hudson and Rockland are author- 
ized to receive service from Tennessee. In our order of February 4, 1955, we 
limited the services by Tennessee to preclude any such injury to Home. The 
testimony offered by Home suggests the possibility of loss of anticipated future 
profits, but there is no basis in the record for concluding that under Home’s 
present rates, Home’s sales will deteriorate with the authorized service to a 
point where Home’s return is inadequate. On the contrary, it is clear from the 
record that both demand billing units and total annual sales will continue above 
the level on which Home’s present rates are based. 

In Opinions Nos. 272 and 272—A, a demand charge of $2.50 for Home was 
premised on total demand billing units of 887,402. This is equivalent to a peak 
day sale of 73,950 Mcf. Actually, Home’s peak day sales during the test year 
involved in that proceeding, the 12 months ended October 31, 1953, were less than 
73,950 Mcf, but certain customers were billed on the basis of their contract de- 
mands in excess of their actual peak takes. The peak requirements of Home’s 
customers, other than Rockland and Central Hudson, as anticipated by Home’s 
Chief Engineer in the current proceeding (Tr. 9564), and the requirements of 
Rockland and Central Hudson from Home, as indicated by the requirements 
and limitations stated in our prior order, are as follows: 


Peak day sales (Mcf) 


Test year 











EE a ivig ate dinclonddanitoddenidoisnaemintest 
a Hudson 


pocnesneonecspoanen 279, 325 99, 166 106, 666 115, 623 120, 638 
' 





1 The peak day equivalent of the billing demand on which Home’s rates are based in Op. No, 272-A, p. 11 
(mimeo. ed.). 
2 Actual (Tr. 9566). 


A similar comparison can be made of annual requirements: 


Annual sales (Mcf) 


—— | | | Ts 


sci elas snabtoea 17, 768, 000 


! Sales volumes on which Home’s rates in Op. 272-A are based. 


4 The computation follows: 








Average 
Com- cost/Mcf 
Demand modit at 6634 per- 


(cents) 


Tennessee’s rate in Docket No. G-5259 
‘Tennessee’s prior rate 





44 
Ladcbeccunsncnssssatiog . 23.0 
3.10 25. 85 


| 
| 
SINE GID. ea betin pindrinennnceentistkenecasanannniniadan | $2. 50 41. 
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With the peak requirements as indicated above by Central Hudson and Rock- 
land upon Home, the record shows that Home will have little or no idle capacity. 
Home’s Chief Engineer, questioned on this point, stated that if these companies 
continued to take on peak days approximately the above indicated: amounts, 
the unused capacity on Home’s system would be “only token quantities” (Tr. 
9636). This witness indicated that Home’s and Manufacturers’ lines serving 
Rockland and Central Hudson are operating at very near their present capacity 
to supply current peak requirements of such customers. It is true that Manu- 
facturers might add compression on its line serving Home which would increase 
Home’s capacity to deliver gas eastward towards Nyack and westward towards 
Binghamton.5 This would be incremental capacity at no investment cost, insofar 
as Home is concerned, and, other things being equal, would justify some rate 
reduction by Home. However, Home has not indicated the magnitude of such 
possible rate reduction, nor, at any time in this proceeding, has it offered to pass 
on such a reduction by the voluntary filing of lower rates. 

Even with the authorization of service by Tennessee to Rockland and Central 
Hudson, there is every indication that the requirements of such companies upon 
Home will continue to grow. The growth estimates of such companies were 
relatively conservative, and both companies are optimistic of a greater rate of 
growth than their estimates indicate. If such occurs, with the limitations upon 
Tennessee’s service herein imposed, both peak and annual requirements upon 
Home should be greater than presently indicated. However, if Rockland and 
Central Hudson do not absorb this incremental capacity, it will be available to 
supply Home’s requirements west of Port Jervis. Consequently, Home will not 


be entirely deprived of this opportunity to increase its sales without adding to 
its capital investment. 


The Commission finds: 

On the basis of review of the record in these proceedings, no reason exists ta 
modify in any way the order heretofore issued in these proceedings. 

The Commission orders: 


The petition for rehearing filed herein be and the same is hereby denied. 


Order authorizing acquisition of capital stock 
The Cincinnati Gas & Electric Co. 
Docket No. E-6609 
April 6, 1955 


The Cincinnati Gas & Electric Company (Applicant), incorporated under the 
laws of the State of Ohio, with its principal place of business in Cincinnati, Ohio, 
filed an application on March 14, 1955, as amended March 22, 1955, for author- 
ization, pursuant to Section 203 of the Federal Power Act, to acquire 2,6458064 
shares of Capital Stock (par value $15 per share), of its subsidiary, The Union 
Light, Heat and Power Company (Union), which shares are presently held by 
non-associated stockholders and to acquire 62,419144, additional shares of such 
stock which are proposed to be issued by Union. Union was organized under 
the laws of the Commonwealth of Kentucky and maintains its principal place of 
business in Covington, Kentucky. 


5 Manufacturers has no outstanding certificate authority from this Commission to 
construct the additional facilities required to provide such additional compression, nor 


has it filed an application for a certificate of public convenience and necessity authorizing 
such construction. 
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The 2,64580, presently outstanding shares which Applicant seeks authority 
to acquire are held by 71 non-associated stockholders. They represent a minority 
interest of approximately 1.06% of the total of the 249,58080%, currently out- 
standing shares of Union’s $15 par value Capital Stock which is its only 
authorized class-or series of stock. The remaining 246,935 shares are owned by 
the Applicant. 

To acquire these minority shares Applicant proposes to offer to purchase 
from holders thereof of record as of February 28, 1955, said shares at the rate of 
$45 for each full share held and 48¢ for each 14, of a share held. This offer is 
contingent upon its being accepted on or before April 11, 1955, by holders of 
at least 85% of the 2,64580, minority shares. 

The 62,41914%, additional shares of Union’s Capital Stock which Applicant 
also seeks authority to acquire constitute a proposed new issuance which Union 
will offer for sale pursuant to preemptive rights to its stockholders of record as 
of April 15, 1955. The 62,419144, shares will be sold at the rate of $30 per full 
share and in units of 4, of a share at 32¢ per unit. Subscription for the proposed 
offering will be pursuant to subscription warrants entitling the holders thereof 
to subscribe for shares at the rate of 14, of one share for each 444 of one share 
of Union’s Capital Stock held. In addition, Union’s Stockholders will have the 
privilege of oversubscription, subject to allotment. 

The application states that the Applicant proposes to purchase that amount 
of the additional 62,419144, issuance by Union which it is entitled to through the 
exercise of subscription warrants including the oversubscription privilege. In 
the event of Applicant’s acquisition of all of the 2,6458%, minority shares 
presently outstanding Applicant would, of course, be entitled to the entire amount 
of the additional shares which would result in its ownership of an aggregate of 
312,000 shares of Union’s $15 par value Capital Stock. 

Applicant sets forth that its acquisition of the outstanding 2,645804, minority 
shares of Union will result in economies in operation and that its acquisition 
of the 62,419144, additional shares to be issued by Union will enable Union to 
secure funds to carry on its current construction program. 

By order dated February 25, 1955, the Public Service Commission of Kentucky 
authorized Union to issue and sell 62,419144, shares of its Capital Stock (par 
value $15 per share), in the manner as described above. 

Written notice of the application has been given to the Public Service Com- 
mission of Kentucky and to the Public Utilities Commission of Ohio, and to the 
Governor of each of those States. Notice of the application was also published 
in the Federal Register on March 22, 1955 (20 F. R. 1709), stating that any 
person desiring to be heard or to make any protest with reference to the ap- 
plication should file a petition or protest on or before April 1, 1955. No protest 


or petition or request to be heard in opposition to the granting of such application 
has been received. 


The Commission finds: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of Ohio. It owns and operates facilities, among others, for the transmission 
and sale at wholesale of electric energy which is transmitted from the States 
of Ohio and Indiana and the Commonwealth of Kentucky and consumed outside 
of the respective states in which generated, all of which facilities are in addition 
to and do not include facilities used for the generation of electric energy, 
facilities used in local distribution or only for the transmission of electric 
energy in intrastate commerce, or facilities for the transmission of electric energy 
consumed wholly by the transmitter, and Applicant is, therefore, a public utility 
within the meaning of that term as used in Section 208 of the Federal Power Act. 
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(2) Union is a corporation organized and existing under the laws of the Com- 
monwealth of Kentucky. It owns and operates facilities, among others, for 
the transmission and sale at wholesale of electric energy which is transmitted 
from the State of Ohio and consumed outside of the State in which generated, 
all of which facilities are in addition to and do not include facilities used for 
the generation of electric energy, facilities used in local distribution or only 
for the transmission of electric energy in intrastate commerce, or facilities for 
the transmission of electric energy consumed wholly by the transmitter, and 
Union is, therefore, a public utility within the meaning of that term as used 
in Section 203 of the Federal Power Act. 

(3) By the proposed transactions, all as described above, Applicant will acquire 
the securities of another public utility within the purview of and subject to the 
requirements of Section 203 of the Federal Power Act. 

(4) Applicant’s acquisition of the 2,64589,, minority shares and its acquisition 
of the 62,419144, additional shares of Union’s Capital Stock, all as recited above, 
upon the terms and conditions set forth in the application and subject to the 
provisions of this order will be consistent with the public interest as expressed 
in the Federal Power Act. 

(5) It has not been shown with respect to the proposed transactions, all as 
described above, that Applicant is subject to any requirement of the Public 
Utility Holding Company Act of 1935 or a rule, regulation, or order thereunder 
which would exempt it from the requirements of Section 203 of the Federal 
Power Act pursuant to Section 318 thereof. 

(6) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The acquisition by Applicant of the 2,64580, minority shares and the 
62,419144, additional shares of Union’s Capital Stock, all as described above, 
upon the terms and conditions set forth in the application is hereby authorized 
and approved subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions herein authorized 
and approved are consummated within 90 days from the issuance of this order.* 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing in 
this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or ob- 
ligation on the part of the United States in respect of any securities to which 
this order relates. 


Findings and order issuing certificate of public convenience and necessity 
Tennessee Gas Transmission Co. 
Docket No. G-8215 
April 7, 1955 


Tennessee Gas Transmission Company (Applicant), a Delaware corporation 
with its principal office in Houston, Texas, filed an application with the Federal 
Power Commission on January 27, 1955, which was supplemented on February 7, 


* By order of February 10, 1956, the time of authorization was extended to February 10, 
1957. 
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1955, for a certificate of public convenience and necessity, pursuant to Section 7 
of the Natural Gas Act, authorizing the construction and operation of facilities 
for the transportation and sale for resale of natural gas in interstate commerce 
as hereinafter described and as more fully described in the application on file 
with the Commission for public inspection. 

Applicant proposes to construct and operate a new 30-inch pipeline approxi- 
mately 370 miles long extending from its existing Compressor Station No. 1 near 
Agua Dulce, Nueces County, Texas, along the Gulf Coast shoreline to Station 
No. 507 near Kinder, Jefferson Parish, Louisiana. The proposed line is re- 
quested as a substitution for approximately 211.38 miles of partial main line 
loops and 21,240 hp previously authorized in Docket Nos. G-1573 and G-1969 but 
not yet constructed. 

Applicant indicates that upon authorization of the proposed facilities, a further 
filing will be made to amend the certificates in Docket Nos. G-1573 and G-1969 
to relinquish authorizations for these facilities that will not be constructed. 

The projected pipeline is estimated to cost $35,400,000, which represents an 
increase of $12,400,000 over the previously authorized but not constructed 
facilities. However, due to the decrease in compressor facilities, annual operating 
expenses before income taxes are estimated to decrease approximately $400,000. 
No changes in rates nor any additional or new service is proposed by this 
application. 

The proposed facilities will increase the flexibility of Applicant's operations 
in the Agua Dulce, Texas, to the Kinder, Louisiana, area and give Applicant a 
pipeline traversing a prolific gas producing area in which it presently has no 
facilities except minor lateral pipelines. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 4, 1955, respecting the matters involved and the issues presented by the 
application. No protests to the granting of the application have been received 
and two petitions to intervene in this proceeding were denied by Commission 
order issued March 30, 1955. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a de- 


cision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 

(1) Tennessee Gas Transmission Company, a Delaware corporation having 
its principal place of business at Houston, Texas, is engaged in the transporta- 
tion of natural gas in interstate commerce and the sale in interstate commerce 
of natural gas for resale for ultimate public consumption, and therefore is a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission, 10 F. P. C. 1047. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transportation and sale for resale 
of natural gas in interstate commerce, as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the requirements, rules, and regulations 
of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 
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(5) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record and, not having 


been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) of 
said Rules. 


The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Tennessee Gas Transmission Company to construct and 
operate the facilities hereinbefore described, subject to the jurisdiction of the 
Commission, all as more fully described in the application in this proceeding, 
for the transportation and sale for resale of natural gas as therein set forth, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant and the general terms and conditions set forth in 
paragraphs (1), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 of the 
Commission’s Rules and Regulations, including the Rules of Practice and Pro- 
cedure, shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in 
actual operation as provided by paragraph (2) of Section 157.20 of the Com- 
mission’s Rules of Practice and Procedure by January 1, 1956. 

(D) Within 60 days of the date upon which this order has become final, Ten- 
nessee Gas Transmission Corporation shall make the necessary filings to re- 
linquish the authorizations heretofore granted at Docket Nos. G—-1573 and G—1969 
for construction and operation of pipeline loops and compressor facilities as 
proposed. 


Order modifying order issuing minor-part license (transmission line) 
Pacific Gas and Electric Co. 
Project No. 2118 
April 8, 1955 


On March 21, 1955, Pacific Gas and Electric Company, licensee for transmis- 
sion-line Project No. 2118, filed application for modification of the Commission’s 
order issued February 26, 1953, 12 F. P. C. 852, issuing minor-part license for 
transmission-line Project No. 2118, so as to change the effective date of the license 
from March 1, 1953, to January 1, 1955, with corresponding changes in the dates 
specified in that order for commencing and completion of construction of the 
line and in the term of the license itself. 

The minor-part license for Project No. 2118 was effective as of March 1, 1953, 
for a period terminating on April 30, 2000. The project, when constructed, will 
consist of a 110-kv transmission line extending about 29.4 miles from the Donnells 
powerhouse of Project No. 2005, proposed for construction by Oakdale Irrigation 
District and South San Joaquin Irrigation District, to a substation at Standard 
City, California, with short tap lines to the proposed Beardsley powerhouse of 
Project No. 2005 and to existing Spring Gap powerhouse of the licensee’s Project 
No. 2130. 

The primary purpose of the proposed transmission line under license for 
Project No. 2118 is to transmit the energy to be generated by Project No. 2005 
to Pacific Gas and Electric Company’s transmission network, pursuant to a pur- 
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chase contract between the Company and the aforementioned Districts, dated 
July 9, 1952. 

Inasmuch as the license for Project No. 2005 was recently modified by Com- 
mission order issued February 21, 1955, so as to change the effective date of the 
license to January 1, 1955, and to extend the license period 50 years from the 
latter date, the licensee for transmission-line Project No. 2118 states that since 
the line is to be used to transmit electric energy from Project No. 2005, the 
license for the line should have the same effective date, license period, and dates 
for commencing and completing construction, as contained in the Districts’ 
license for Project No. 2005. The Pacific Gas and Electric Company has stated 
that if such an extension is granted it intends to extend the term of the above- 
mentioned contract with the Districts to the end of the year 2004 which should be 
favorable to the Districts’ financing. 

The Commission finds: 

In the circumstances, it is not inconsistent with the public interest to change 
the effective date of the license for Project No. 2118, the term of the license, and 
the dates specified therein for commencing and completing construction of the 
transmission line, as hereinafter provided. 

The Commission orders: 

(A) Paragraph (A) of the Commission’s order issued February 26, 1953, is 
modified so as to eliminate therefrom the words “effective as of the first day 
of the month in which the license properly accepted is filed with the Commission 
and terminating on April 30, 2000” and to include in lieu thereof the words “of 
50 years, effective as of January 1, 1955.” 

(B) Article 3 of paragraph (C) of the said order is modified to read: 

Article 8. The Licensee shall begin construction of said project works on or 
before January 1, 1957, shall thereafter in good faith and with due diligence 
prosecute such construction, and shall complete some on or before January 1, 
1961. Such construction shall be in substantial conformity with the approved 
exhibits hereinbefore described or as changed in the manner hereinbefore pro- 
vided. 

(C) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this instrument. In acknowledgment of the acceptance of this 
instrument, it shall be signed for the licensee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Order issuing preliminary permit 
Pacific Northwest Power Co. 
Project No. 2173 
April 8, 1955 


Application was filed November 9, 1954 by Pacific Northwest Power Company, 
of Portland, Oregon, for a preliminary permit under the Federal Power Act 
(hereinafter referred to as the Act) for proposed Project No. 2173, to be located 
on Snake River, navigable waters of the United States, in Idaho County, Idaho, 
and Wallowa County, Oregon, and affecting lands of the United States within 
Wallowa, Weiser and Nez Perce National Forests. 
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As described in the application, the proposed project would consist of two 
water-power developments designated as Mountain Sheep and Pleasant Valley 
and described respectively as: 

(a) Mountain Sheep consisting of a concrete arch dam with a top elevation 
of approximately 1,108 feet (m. s. 1.) located at river mile 192.6 in SE% Sec. 30, T. 
29 N., R. 3 W., B. M., Idaho, and SE% Sec. 18, T. 4 N., R. 49., E., W. M., Oregon, 
creating a reservoir extending about 20.6 miles to the Pleasant Valley site; a 
powerhouse with provision for installation of 250,000 kilowatts of generating 
capacity and appurtenant facilities, and 

(b) Pleasant Valley consisting of a concrete arch dam with a top elevation 
of approximately 1,475 feet (m. s. 1.) located at river mile 213.2 in NW Sec. 29, 
T. 27 N., R. 1 W., B. M., Idaho, and SW% Sec. 17, T. 2 N., R. 51 B., W. M., Oregon, 
creating a reservoir extending about 34 miles to Hells Canyon dam site con- 
taining about 850,000 acre-feet of storage capacity of which about 300,000 acre- 
feet will be usable for power, flood control, and other beneficial uses; a power- 
house with provision for installation of 600,000 kilowatts of generating capacity 
and appurtenant facilities. 

The energy generated by the proposed project is expected to be distributed 
through the transmission facilities of the Northwest Power Pool to the four 
companies (The Montana Power Company, The Washington Water Power Com- 
pany, Pacific Power & Light Company, and Portland General Electric Company) 
controlling the applicant company and then distributed through their separate 
systems for domestic, commercial and industrial purposes. 

In reporting on the application, the Department of the Army has advised, among 
other things, that studies currently under review by the Departments of the 
Interior and the Army indicate that about 500,000 acre-feet of power drawdown 
and flood control storage would be desirable in the Pleasant Valley Reservoir 
if the high Hells Canyon project is not constructed, and that in view of the 
importance of obtaining flood control storage in the development of the water 
resources of the Columbia River and tributaries, the Cerps of Engineers desires 
further opportunity to review this phase of the applicant’s plans when more 
information becomes available. The Department of the Army offers no objection 
to the granting of a preliminary permit to the applicant. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Wallowa, Weiser and Nez Perce National Forests, has re- 
ported favorably on the application as hereinafter provided. 

An Assistant Secretary-of the Interior, in reporting on the application, has 
pointed out, among other things, that: 

(a) According to the U. S. Fish and Wildlife Service, the two proposed dams 
would impair passage of valuable runs of anadromous fish which spawn in the 
Snake River and its tributaries above the Salmon and Imnaha Rivers, and the 
Service estimates that the total cost of studies by Federal and State agencies 
needed to determine the extent of the fisheries problem and feasible means for 
mitigating losses would be not more than $250,000. Accordingly, the Assistant 
Secretary recommends that in the interest of conservation of fish and wildlife 
resources, any preliminary permit issued should include a provision substantially 
as hereinafter provided ; 

(b) The National Park Service believes that the impounded waters of the two 
dams will have definite recreational potentialities, and requests that any permit 
issued should include a provision substantially as hereinafter provided ; 

(c) The Bureau of Mines has reported that the area of the proposed project 
may be mineralized to a considerable extent, and recommends that any permit 
issued should include a provision substantially as hereinafter provided ; and that 
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(d) Interests of other agencies of the Department of the Interior will not 
be adversely affected by the issuance of a preliminary permit for the proposed 
project. 

The Governor of Idaho and State of Idaho Reclamation Engineer, respectively, 
have reported favorably on the application. The Idaho Department of Fish 
and Game has reported on the application, as have the Oregon State Game 
Commission, the Fish Commission of Oregon, and the Department of Fisheries 
and the Department of Game of the State of Washington. 

Federal plans for development of the two power sites as initially investigated 
by the Corps of Engineers and the Bureau of Reclamation indicate that the 
proposed project has engineering feasibility and would provide benefits from 
power, flood control, navigation and other interests. Since the two develop- 
ments would be located immediately downstream from the Hells Canyon site, 
the costs, operation, and characteristics of certain features of the two dams 
will depend upon the ultimate development of the Snake River at and above the 
Hells Canyon site. Consequently, the permit should contain a condition re- 
quiring cooperative studies with the Corps of Engineers and the Bureau of Re 
clamation in order to determine the best plan of development. 

The permit issued herein does not authorize construction of the proposed 
project—being for the sole purpose of maintaining priority of application for 
a license for the project under the terms of the Federal Power Act. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
Oregon, and is qualified to do business in the States of Washington and Idaho. 

(2) The project will be located on navigable waters of the United States and 
will occupy lands of the United States within the Wallowa, Weiser and Nez Perce 
National Forests. 

(3) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. However, an 
informal protest against the application was received from Northwest Public 
Power Association, Inc. 

(4) The proposed project would not affect any Government dam, and no reason 
is apparent at this time for its development by the United States. 

The Commission orders: 

(A) This preliminary permit is issued to Pacific Northwest Power Company, 
of Portland, Oregon (hereinafter referred to as the Permittee), for a period 
of three years, effective as of April 1, 1955, for the sole purpose of maintaining 
priority of application for a license for Project No. 2173 to be located upon 
navigable waters of the United States and affecting lands of the United States, 
subject to the terms and conditions of the Act, which is incorporated by reference 
as a part of this permit, and subject to such rules and regulations as the Com- 
mission has issued or prescribed under the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in 
Form P-1, entitled “Terms and Conditions of Preliminary Permit,” 16 F. P. OC. 
1308, which terms and conditions (described as Articles 1 through 8) are at- 
tached hereto and made a part hereof; and subject to the following special 
conditions set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each sixth-month period 
from the effective date of the preliminary permit to the Commission’s Regional 
Engineer, San Francisco, California, or to such other officer as the Commission 
may designate, accurate statements of the work accomplished during the period 
and of the work contemplated under the preliminary permit for the ensuing 
period. 
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Article 10. The Permittee shall cooperate with the U. S. Forest Service during 
the period of this permit to develop a plan for alleviation of damage to and 
achieving maximum utilization of National Forest resources insofar as affected 
by the proposed project. 

Article 11. The Permittee shall, during the period of this permit, cooperate 
with the U. S. Fish and Wildlife Service, the Fish Commission of Oregon, the 
Oregon State Game Commission, and the Idaho Department of Fish and Game 
in formulating mitigation measures for inclusion in the project in the interest 
of fish and wildlife conservation. 

Article 12. The Permittee shall, during the period of this permit, negotiate 
with the U. S. Fish and Wildlife Service, the Fish Commission of Oregon, the 
Oregon State Game Commission, and the Idaho Department of Fish and Game 
for the performance of the necessary studies in the interest of conservation of 
fish and wildlife resources and payment of the costs thereof; Provided, however, 
That in the event the Permittee and the agencies named herein fail to reach an 
agreement as contemplated herein, the Commission may, after notice and op- 
portunity for hearing, determine the scope of the studies and the amount the 
Permittee shall pay to reimburse the agencies involved for such studies. 

Article 13. The Permittee shall, during the period of this permit, cooperate 
with the Department of Public Lands of the State of Idaho, the State Parks 
Department of the Oregon State Highway Commission, the National Park 
Service, and the U. 8S. Forest Service regarding the recreational phases of the 
project. 

Article 14. The Permittee shall, during the period of this permit, cooperate 
with the Bureau of Mines in regard to a study of the mineral resource possibilities 
of the area affected. 

Article 15. The Permittee shall, during the period of this permit, cooperate 
with the U. S. Corps of Engineers and the Bureau of Reclamation with the object 
of determining a plan of development for the two sites best adapted to a com- 
prehensive plan of development of the water resources of the Snake River. 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) of 
the Act, and failure to file such an application shall constitute acceptance of 
this preliminary permit. In acknowledgment of the acceptance of this pre- 
liminary permit, it shall be signed for the Permittee and returned to the Com- 
mission within 60 days from the date of issuance of this order. 


Order issuing new license (minor) 
Packwood Electric Co. 
Project No. 1289 
April 8, 1955 


Application was filed August 30, 1954, by Packwood Electric Co., a corporation, 
of Packwood, Washington, for a new license under the Federal Power Act (here- 
inafter referred to as the Act) for constructed minor Project No. 1289, located 
on Hager Creek, a tributary of Cowlitz River, in Lewis County, Washington, and 
affecting lands of the United States within Gifford Pinchot National Forest. 

The original license for the project, which was issued on October 19, 1934, 
for a period of 10 years, was renewed for another 10 years to October 18, 1954. 
Effective as of January 15, 1946, License No. 2 was transferred and effective as 
of January 1, 1954, was again transferred to the present licensee. 
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The project consists of: 
(a) All lands constituting the project area, the limits of which are 10 feet on 
each side of center line of diversion works, pipeline, transmission line and tail- 
race. An additional tract of land 50 feet by 30 feet at the powerhouse. 

(b) Project structures comprising a diversion dam of wood and rock; a pipe- 
line 24 to 14 inches in diameter and 1,205 feet long; a powerhouse 16 x 82 feet 
containing two 30-horsepower turbines, each connected to a generator of about 
100-kva capacity; and a transmission line about 214 miles long. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
and all rights and interests, the possession of which is necessary or appropriate 
in the maintenance and operation of the project. 


Said lands and project works are more specifically shown and described by a 
certain exhibit which formed part of the application for license, and which is 
designated and described as follows: 

Exhibit F—Revised: (FPC No. 1289-2) Map in one sheet, entitled “Hydro- 
electric Power Project of Henry L. Kerr, Packwood, Washington,” signed on 
January 9, 1937, by Henry L. Kerr. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Gifford Pinchot National Forest, and an Assistant Secretary 
of the Interior, have reported favorably on the application, and the Director of 
the Departments of Fisheries and Game, State of Washington, was notified of 
the filing of the application. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
Washington and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the 
purposes of a new license for the project. 

(2) No conflicting application is before the Commission. 

(8) The project does not affect any Government dam, nor will the issuance 
of a new license therefor, as hereinafter provided, affect the development of 
any water resources for public purposes which should be undertaken by the 
United States. 

(4) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Gifford Pinchot 
National Forest was created or acquired. 

(5) The project occupies 1.18 acres of lands of the United States. 

(6) The amount of annual charges to be paid by the licensee under the new 
license for the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act and for recompensing it for the use, occupancy, 
and enjoyment of its lands is reasonable as hereinafter fixed and specified. 

(7) The installed capacity of the project is less than 100 horsepower and the 
energy generated supplies the town of Packwood, Washington. 

(8) The exhibit described and designated in the third paragraph of this order 
conforms to the Commission’s rules and regulations. 

(9) It will be in the public interest to waive the terms and conditions con- 
tained in the following sections of Part I of the Act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the Act which are 
hereinafter waived; 10 (a) ; 10 (c), insofar as it relates to depreciation reserves; 
10 (d); 10 (f); 11; 12; 14, except insofar as the power of condemnation is 
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reserved ; 15; 18, except insofar as it relates to fishways ; 19; 20; 22; and 23 (a), 
insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This new license is issued to Packwood Electric Co., a corporation, of 
Packwood, Washington, under Sections 4 (e) and 15 of the Act for a period 
of 10 years, effective as of October 19, 1954, for the operation and maintenance 
of minor Project No. 1289, affecting lands of the United States, subject to the 
terms and conditions of the Act which is incorporated by reference as a part of 
this license (except that the terms and conditions of Part I of the Act referred 
to in finding (9) above are waived to the extent therein specified), and subject 
to such rules and regulations as the Commission has issued or prescribed under 
the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-7, December 15, 1953, entitled “Terms and Conditions of License for 
Minor Project Affecting Lands of the United States,” 17 F. P. C. 486, which terms 
and conditions are attached hereto and made a part hereof, and subject to the 
following special condition set forth herein as an additional article: 

Article 15. The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing it for the costs of administration of Part I 
of the Act, $5.00; and 

(ii) For the purpose of recompensing it for the use, occupancy, and enjoyment 
of its lands, $5.00. 

(C) Exhibit F—Revised (FPC No. 1289-2), is approved as part of this new 
License. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the Act, 
and failure to file such an application shall constitute acceptance of this license. 
In acknowledgment of the acceptance of this license, it shall be signed for the 
Licensee and returned to the Commission within 60 days from the date of is- 
suance of this order. 


Order supplementing order on rehearing 
Virginia Electric and Power Co. 
Project No. 2009 
April 8, 1955 

















Pursuant to application therefor, filed by Virginia Electric and Power Com- 
pany, the Commission, by order issued June 25, 1954, approved revised project 
plans as part of the license for major Project No. 2009 so as to authorize the 
installation of four turbines and generators which would discharge water into 
the project tailrace located in the stream bed. This necessitated the abandon- 
ment of an existing power canal used as a source of water supply by Roanoke 
Rapids Sanitary District, Roanoke Mills Company, Rosemary Manufacturing 
Company, Patterson Mills Company, Inc., and the Town of Weldon, North 
Carolina, and the latter on July 23, 1954, filed petitions to intervene in the 
proceeding on application for approval of the revised project plans and applica- 
tions for rehearing of the aforementioned order issued June 25, 1954. The peti- 
tions to intervene and the applications for rehearing raised an issue with respect 
to the possible use of water from Project No. 2009 for domestic, municipal, and 
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industrial purposes. By its order issued July 30, 1954, the Commission granted 
intervention and rehearing. 

Following a series of meetings among the parties named herein and members 
of the Commission staff, a joint motion for disposition of this matter on re- 
hearing was filed on April 1, 1955, by Virginia Electric and Power Company 
and the petitioners wherein it is recited that on March 29, 1955, the company 
and the petitioners executed an Agreement, effective upon approval by the 
Commission, which provides a means of water supply to the petitioners from 
Project No. 2009 and disposes of all controversy raised by the petitions to inter- 
vene and applications for rehearing. 

In addition, the motion, in effect, requests the Commission to grant the relief 
sought by the petitioners by modifying the aforementioned Commission order 
issued June 25, 1954, so as to approve the said Agreement, including approval, 
as an appropriate project expenditure, of the sums to be expended and to be 
contributed by the company in aid of the construction of the water supply 
pipeline. 

The Agreement provides for (1) construction by the company of an outlet 
24 inches in diameter through the dam of Project No. 2009 with center line at 
elevation 118.67 feet (the normal pool elevation is at elevation 132 feet), (2) con- 
struction by petitioners of a 24-inch cast iron pipeline from the outlet to in 
existing filtration plant owned by the Textile Mills and leased by them to the 
Sanitary District, (3) a flow of water by gravity flow or booster pumping not 
to exceed 10,000,000 gallons of water per day (15.5 cfs), some of which is to be 
purchased water, and (4) excavation of an intake channel from the lower end 
of the Project No. 2009 tailrace to the intake structure of the Sanitary District's 
existing river pumping station. 

The cost of the facilities is estimated at $128,000 for the pipeline, $10,000 for 
the dam outlet and $3,000 for the intake facilities, which totals $141,000. Under 
the Agreement, the company will provide fhe dam outlet, whatever the actual 
cost, and will be credited $10,000 therefor against its $70,500 share of the total 
estimated cost. As its further contribution, the company, upon the Commission's 
approval of the Agreement, will pay to the Textile Mills the sum of $60,500, of 
which amount $59,000 will be used by the Textile Mills in part payment of the 
cost of the construction of the raw water pipeline and $1,500 paid by them to the 
Sanitary District to be used by it in part payment of the cost of the intake 
facilities provided for in the Agreement. The Textile Mills will defray the 
remaining pipeline cost whether more or less than their $69,000 share of its 
total estimated cost and the Sanitary District will defray the remaining intake 
facilities cost whether more or less than its $1,500 share of its total estimated 
cost. 

The Commission finds: 

(1) It is in the public interest to supplement its aforementioned order issued 
June 25, 1954, so as to approve the Agreement referred to above. 

(2) Inasmuch as this order supplementing the Commission's order issued 
June 25, 1954, disposes of all matters in controversy in accordance with an 
agreement of the parties, no formal hearing is necessary. 

The Commission orders: 

The above-mentioned Commission order issued June 25, 1954, is supplemented 
by adding thereto the following paragraphs: 

(A) The aforesaid Agreement made on the 29th day of March 1955 by and 
between Roanoke Rapids Sanitary District, the Town of Weldon, Rosemary 
Manufacturing Company, Roanoke Mills Company, Patterson Mills Company, 
and Virginia Electric and Power Company is approved as an appropriate settle- 
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ment of the issues raised by the applications for rehearing, effective as of the 
date of issuance of this order, and insofar as said agreement provides for (1) con- 
struction, operation and maintenance by the Water Users of the water supply 
pipeline and the channel intake and pumping station facilities and the con- 
struction, operation and maintenance by the licensee of the outlet facilities in the 
project dam, and (2) the contribution by the licensee of $60,500 to the Textile 
Mills in aid of construction of water supply facilities, which sum shall be in- 
cluded as part of the actual legitimate original cost of the project: Provided, 
That the amount to be allowed as part of the project costs as a result of the 
construction by the licensee of the outlet facilities in the project dam shall be 
determined at a later date: and Provided further, That no facilities used or 
useful in connection with the construction, operation and maintenance of the 
water supply pipeline and channel intake and pumping station facilities, except 
the outlet works in the project dam, shall constitute part of the project works. 

(B) The company shall file for approval by the Commission a revised Ex- 
hibit L drawing showing the changes in project structures resulting from con- 
struction of the water supply pipeline. 

(C) This order shall become final 60 days from the date of its issuance unless 
petition for review shall be filed as provided in Section 313 (b) of the Federal 
Power Act, and failure to file such a petition shall constitute acceptance of this 
order. In acknowledgment of the acceptance of this order, it shall be signed 
for Virginia Electric and Power Company and returned to the Commission within 
90 days from the date of issuance of this order. 


Order amending license and approving transfer of license (major) 


Glancy Warden Cole and Shoshone River Power, Inc. 
Project No. 2011 
April 11, 1955 


On February 16, 1955, application was filed by Glancy Warden Cole, licensee 
for major Project No. 2011, for amendment of his license for thé' project located 
in Park County, Montana, and affecting lands of the United States within 
Gallatin National Forest ; and on February 18, 1955, the licensee filed jointly with 
Shoshone River Power, Inc., of Cody, Wyoming, an application for approval of 
transfer of the license from the former to the latter. 

The application for amendment seeks to include the addition of a 50-horsepower 
turbine connected to a 37.5-kw generator wihch was installed in 1951, together 
with governor, switchboard panel and other necessary operating appurtenances. 
The effect of the amendment will be an increase in the installed capacity of the 
project from 150 horsepower to 200 horsepower, with a resultant increase in the 
amount of annual charges specified in the license for the project. 

The joint application for approval of transfer of the license states, among 
other things, that the transfer will be beneficial for the present and future 
users of electrical energy, including not only those served by the transferor 
but additional users to be served by the transferee in connection with the 
latter’s rural electric transmission system located mostly in Park County, Mon- 
tana. The transferee purchases electric energy from the U. 8. Bureau of 
Reclamation at a point near Cody, Wyoming, and sells it to several hundred 
cooperating members for agricultural and domestic uses. 
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The license for the project was issued to the licensee on October 27, 1950, for 
a period of 20 years, effective as of August 1, 1947. The licensee has been 
complying with the terms and conditions of the license and has paid the annual 
charges thereunder through December 31, 1954. 

The Commission finds: 

(1) The license amended as hereinafter provided will not alter any of the 
basic facts upon which the license was issued. 

(2) The annual charges to be paid under the license as amended for the 
purpose of reimbursing the United States for the cost of administration of 
Part I of the Federal Power Act is reasonable as hereinafter fixed. 

(3) Shoshone River Power, Inc. is a non-profit cooperative organized under 
the laws of the State of Wyoming and has submitted satisfactory evidence of 
compliance with this requirements of all applicable State laws insofar as neces- 
sary for the operation of the aforementioned project. 

(4) Approval of transfer of the license for the project from the licensee to 
Shoshone River Power, Inc. as hereinafter provided will not be inconsistent with 
the public interest. 

The Commission orders: 

(A) The license for major Project No. 2011 is amended, effective as of Jan- 
uary 1, 1955, said amendment being: 

Paragraph I. Sub-paragraph B of Article 2 of the license is amended to read : 

B. All project works consisting of: A concrete diversion dam 9 feet high and 
30 feet long creating a pond 100 feet long; a head box; a 24-inch pressure pipe 
about 1,550 feet long; a powerhouse 25 feet by 48 feet containing a 150-horse- 
power turbine connected to a 125-kilovolt-ampere generator, a 50-horsepower 
turbine connected to a 37.5 kilowatt generator, and a 140-horsepower diesel unit 
with a 62.5-kilovolt-ampere generator; a transmission line extending from the 
powerhouse to station 10 + 40 at Cooke, Montana; and a transmission line ex- 
tending from the powerhouse to station 145 + 85 at Silver Gate, Montana; the 
location, nature, and character of which are more specifically shown and described 
by the exhibits hereinbefore cited. 

Paragraph II, Sub-paragraph A of Article 19 of the license is amended to read : 

A. For the purpose of reimbursing the United States for the costs of admin- 
istration of Part I of the Act, 1 cent per horsepower on the authorized installed 
eapacity (200 horsepower), plus 244 cents per 1,000 kilowatt-hours of gross 
energy generated by the project during the calendar year for which the charge 
is made; and 

(B) The transfer of the license for Project No. 2011 from Glancy Warden 
Cole to Shoshone River Power, Inc., is approved, effective as of the date of 
transfer of title to the project properties under the license, subject to Section 9.3 
of the Commission’s Regulations under the Federal Power Act, provided that the 
transferee shall be subject to all the conditions and provisions of the Act to 
the same extent as though it were the original licensee. 

(C) This order, insofar as it approves transfer of the license for Project 
No. 2011, shall be effective as of the date of its issuance. 

(D) This order, insofar as it amends the license for Project No. 2011, shall 
become final 30 days from the date of its issuance unless application for re- 
hearing shall be filed as provided in Section 313 (a) of the Federal Power Act, 
and failure to file such an application shall constitute acceptance of the amend- 
ment of license. In acknowledgment of the acceptance of the amendment of 
license, the form of acceptance thereof shall be signed for the licensee and re- 
turned to the Commission within 60 days from the date of issuance of this order. 





ORDERS 
Order issuing license (major) 
Rhinelander Paper Co. 
Project No. 2161 
April 11, 1955 


Application was filed July 14, 1954, and amended September 15, 1954, by 
Rhinelander Paper Company, of Rhinelander, Wisconsin, for a license under 
the Federal Power Act (hereinafter referred to as the Act) for constructed 
major Project No. 2161 located on the Wisconsin River, navigable waters of the 
United States, in Oneida County, Wisconsin, and affecting public lands of the 
United States. 

The project, known as Rhinelander, consists of: 

(a) All lands constituting the project area and enclosed by the project boundary 
or the limits of which are otherwise defined and/or interest in such lands neces- 
sary or appropriate for the purposes of the project, whether such lands or interest 
therein are owned or held by the Applicant or by the United States; such project 
area and project boundary being more specifically shown and described by 
certain exhibits which formed a part of the application for license and which 
are designed and described as follows: 

Erhibit J: (FPC No. 2161-1) showing location of project; 

Erhibit K: Sheets 1, 2, and 3 (FPC Nos. 2161-2, -3, and -4) showing project 
area. 

(b) All project works consisting principally of an earth dam about 180 feet 
long with a concrete section containing two waste gates; a concrete dam about 
82 feet long at the head of the diversion canal containing 14 inlet gates; a canal 
about 965 feet long and about 60 feet wide; a brick powerhouse with concrete 
substructure at the foot of the canal containing two 1,100-horsepower turbines 
each connected to a 560-kilowatt generator, and a 1,700-horsepower turbine con- 
nected to a 1,000-kilowatt generator; and appurtenant facilities; the location, 
nature and character of which are more specifically shown by the exhibits herein- 
before cited and by certain other exhibits which also formed part of the applica- 
tion for license and which are designated and described as follows: 

Erhibit L: Sheets 1, 2, and 3 (FPC Nos. 2161-5, -6, and -7) showing project 
works; and 

Exhibit M: General description and general specifications of equipment in 
2 sheets, filed July 14, 1954, amended September 15, 1954. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as part of the project is 
approved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance or 
operation of the project. 

The original dam of the project was constructed about 1882 and was used 
for manufacturing and booming purposes. The dam was subsequently raised 
and acquired in 1903 by the Rhinelander Paper Company, applicant herein. In 
1916 hydroelectric Units Nos. 1 and 2 were installed, and a third unit was in- 
stalled in 1926. These units replaced grinders removed on those dates. 

The Commission, in the Matter of Docket No. IT-5501, advised the applicant 
herein, in letter dated April 25, 1946, that the Rhinelander project was being 
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operated and maintained on the Wisconsin River, a navigable water of the 
United States within the meaning of the Federal Power Act without proper 
Federal authority or a license issued by the Commission, and that application 
for such a license should be applied for in the manner and form provided for 
in the Commission’s rules and regulations. 

The Chief of Engineers and the Secretary of the Army have approved the 
project plans insofar as the interests of navigation are concerned. The Assistant 
Secretary of the Interior has reported favorably on the application. The 
Public Service Commission of Wisconsin was notified of the filing of the ap- 
plication. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
Wisconsin and has submitted satisfactory evidence of compliance with the re- 
quirements of all applicable State laws insofar as necessary to effect the purposes 
of a license for the project. 

(2) No conflicting application is before the Commission. Public notice has 
been given as required by the Act. 

(3) The project does not affect any Government dam, nor will the issuance 
of a license therefor as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(4) The issuance of a license for the project as hereinafter provided will not 
interfere or be inconsistent with the purposes of any withdrawal of public lands. 

(5) Under present circumstances and conditions, and upon the terms and 
conditions hereinafter imposed, the project is best adapted to a comprehensive 
plan for the improvement and utilization of water-power development, and for 
other beneficial public uses, including recreational purposes. 

(6) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative an- 
nual charge is 2,830 horsepower, and the energy generated thereby is used in 
the applicant’s mill located at the site in the manufacture of paper. Hence, 
there are no project transmission lines. 

(7) The amount of annual charges to be paid under the license for the pur- 
pose of reimbursing the United States for the costs of administration of Part I 
of the Act, and for recompensing it for the use, occupancy, and enjoyment of 
its lands is reasonable as hereinafter fixed and specified. 

(8) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

The Commission orders: 

(A) This license is issued to Rhinelander Paper Company under Section 4 (e} 
of the Act for a period effective as of January 1, 1938, and terminating June 30, 
1970, for the operation and maintenance of Project No. 2161, subject to the 
terms and conditions of the Act, which is incorporated by reference as a part 
of this license, and subject to such rules and regulations as the Commission 
has issued or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-5, December 15, 1953, entitled “Terms and Conditions of License for 
Constructed Major Project Affecting Navigable Waters and Lands of the United 
States,” 17 F. P. C. 110, except for Articles 6, 9, 10, 11, 12, 13, 18, and 21, which 
terms and conditions are attached hereto and made a part hereof; and subject 
to the following special condition set forth herein as an additional article: 
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Article 27. The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, 1 cent per horsepower on the authorized in- 
stalled capacity (2,830 horsepower) plus 2% cents per 1,000 kilowatt-hours of 
gross energy generated by the project during the calendar year for which the 
charge is made; and 

(ii) For the purpose of recompensing the United States for the use, oc- 
cupancy, and enjoyment of its lands, exclusive of transmission line right-of-way, 
$57.00. 

(C) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) of 
the Act, and failure to file such an application shall constitute acceptance of 
this license. In acknowledgment of the acceptance of this license, it shall be 
signed for the Licensee and returned to the Commission within 60 days from 
the date of issuance of this order. 


Order amending order granting certificate of public convenience and necessity 


The Manufacturers Light & Heat Co. 
Docket No. G-—2289 
April 15, 1955 


The Manufacturers Light & Heat Company (Applicant), a Pennsylvania 
corporation with its principal place of business in Pittsburgh, Pennsylvania, 
filed, on December 23, 1954, as supplemented on January 28, 1955, a motion to 
amend the certificate of public convenience and necessity issued to it on March 26, 
1954, in Docket No. G-2289, wherein Applicant was authorized to construct and 
operate 8 separate projects designated Job Nos. 1 through 8, inclusive. The 
order provided that all the designated jobs were to be completed and in operation 
by December 1, 1954, except Job No. 8, which was to be completed and in op- 
eration by July 1, 1955. 

Applicant requests that the order issued in the instant docket be sintnied 
as follows: 

(1) To eliminate Job Nos. 1 and 2, involving 9.3 miles of 12 and 24-inch 
lines in Washington County, Pennsylvania; 

(2) To amend the description of Job No. 3 to read “approximately 7.4 miles 
of 10%-inch gas transmission pipeline from a point in South Fayette Township, 
Allegheny County, Pennsylvania” and to extend the time within which said 
job may be completed and placed in service to March 1, 1955; 

(3) To extend the time within which Job Nos. 4 and 5 may be completed and 
placed in service to January 31, 1955; 

(4) To extend the time within which Job No. 7 may be completed and placed 
in service to December 15, 1954; and, 

(5) To amend the description of Job No. 6 to read “2,200-horsepower com- 
pressor station, consisting of two 1,100-horsepower units, in eastern Pennsylvania 
near Downington at southern terminus of its existing 14-inch Coatesville-Port 
Jervis Line,” and to extend the time within which said job may be completed 
and placed in service to April 1, 1955. 
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Applicant states that since the issuance of the certificate in the instant docket, 
it has made downward revisions in its overall market requirements for the years 
1955 through 1957, which permit reappraisal of its 1954 construction program. 

The proposed changes in authorized facilities involved herein affect Jobs 
Nos. 1, 2, 3, and 6 as set forth above. All other proposed changes relate to 
extension of time in which to complete and place in service certain jobs. Ap- 
plicant states that delays have been attributable mainly to the unusually rainy 
weather encountered during the last construction season and the delay in delivery 
of certain equipment. 

The following summarizes the changes in the estimated costs of the jobs 
involved : 














































Original Revised 






A a a i a ea as $151, 250 Delete 
435, 500 Delete 435, 500 
$298, 900 196, 900 









The original estimated cost of all eight jobs was $5,792,550. The new overall 
total is $4,683,900, a reduction of $1,108,650 as shown in the above summary. 

The Commission jfinds: 

It is in the public interest and it is necessary and appropriate in carrying out 
the provisions of the Natural Gas Act to amend, as hereinafter ordered, the order 
of the Commission issued in this proceeding on March 25, 1954. 

The Commission orders: 

(A) The order of the Commission issued March 26, 1954, issuing a certificate 
of public convenience and necessity in Docket No. G—2289, be and the same is 
hereby amended as follows: 

(1) By eliminating Job Nos. 1 and 2, involving 9.3 miles of 12 and 24-inch 
lines in Washington County, Pennsylvania ; 

(2) By amending the description of Job No. 3 to read “approximately 7.4 miles 
of 1034-inch gas transmission pipeline from a point in South Fayette Township, 
Allegheny County, Pennsylvania,” and to extend the time within which said 
job may be completed and placed in service to March 1, 1955; 

(3) By extending the time within which Job Nos. 4 and 5 may be completed 
and placed in service to January 31, 1955; 

(4) By extending the time within which Job No. 7 may be completed and 
placed in service to December 15, 1954; and, 

(5) By amending the description of Job No. 6 to read “2,200-horsepower com- 
pressor station, consisting of two 1,100-horsepower units, in eastern Pennsylvania 
near Downington at the southern terminus of its existing 14-inch Coatesville- 
Port Jervis Line,” and by extending the time within which said job may be 
completed and placed in service to April 1, 1955. 

(B) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and 
necessity shall remain in full force and effect. 

Commissioner Draper not participating. 
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Findings and order issuing certificate of public convenience and necessity 
United Gas Pipe Line Co. 
Docket No. G-6060 


April 15, 1955 





United Gas Pipe Line Company (United), a Delaware corporation with its 
principal place of business in Shreveport, Louisiana, filed an application on 
December 9, 1954, for a certificate of public convenience and necessity, pursuant 
to Section 7 of the Natural Gas Act, authorizing United to render direct natural- 
gas service to nine industrial consumers in Mobile County, Alabama. Supple- 
ments to the application were filed on January 3, 1955, and February 4, 1955. 

At the present time, United delivers and sells natural gas to Mobile Gas 
Service Corporation (Mobile) at the Mobile city gate. Part of the gas so 
delivered and sold is resold by Mobile to industrial consumers? after further 
delivery within Mobile County. United sells the natural gas to Mobile for resale 
for industrial use under its IND-J Rate Schedule at a rate of 14.5¢ per Mcf.* 
The prices at which Mobile resells gas to the industrial consumers are reached 
through private contract negotiations not subject to the jurisdiction of this 
Commission. 

United’s proposal would eliminate the intermediate sale to Mobile without 
altering the physical means of delivery to the industrial consumers. United 
would continue to deliver the gas to Mobile at the city gate. Mobile would 
transport the gas from that point to the industrial customers, collecting a 
transportation charge of 2 cents per Mcf for all gas delivered. United would 
take an assignment of the industrial contracts and negotiate new contract rates 
with the industrial customers. Although these direct sales would not be subject 
to the jurisdiction of this Commission, the transportation of the natural gas in 
interstate commerce for sale to the industrial consumers would be subject to the 
provisions of Section 7 of the Natural Gas Act. Implicit in United’s proposal is 
a request to abandon the sale for resale to Mobile. 

No construction or acquisition of facilities is involved. Consequently, no 
question of financing arises from United’s proposal. ‘ 

Through negotiation of new and higher rates with the industrial consumers * | 
United’s proposal will result in increased revenues to United of approximately : 
$541,458 annually. Similarly, collection of a flat transportation charge of 2 cents 
per Mcf would increase revenues to Mobile above those received under 1954 
contract conditions by approximately $217,322. 















1 The industrial consumers involved are: Alabama Power Company, Aluminum Company 
of America, American Bitumuls Company, Hollingsworth & Whitney Company, Ideal 
Cement Company, International Paper Company, National Gypsum Company, The Ruberoid 
Company, and Stone-Mann Paper Company. 

2 The 14.5¢ rate is presently effective as to all gas sold by United to Mobile for resale 
for industrial use only. The 14.5¢ rate for sale to Mobile for resale to Ideal Cement 
Company is now being collected pursuant to a rate filing in Docket No. G-2210 (Second 
Revised Sheet No. 39 and First Revised Sheet No. 40 to United’s FPC Gas Tariff, Original 
Volume No. 1), which is subject to final Commission determination under Section 4 of 
the Natural Gas Act. The rate for sale to Mobile for resale to the other eight industrial 
consumers is being collected pursuant to United’s FPC Gas Tariff, First Revised Volume 
No. 1. 

3 The rate provisions of all the industrial contracts except the Ideal Cement Company 
and Stone-Mann Paper Company contracts expired as of January 1, 1955. The rate pro- 
vision of the Ideal contract expires July 23, 1956; the rate provision of the Stone-Mann 
contract expired March 9, 1955. At the date of the hearing, United had negotiated a 
new schedule of rates with the industrial customers (except Ideal and Stone-Mann), 
which will become effective upon approval by this Commission of United’s proposal. 
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It.is noted that by order of December 14, 1954, the Alabama’ Public Service 
Commission, which has jurisdiction over the sales to the nine industrial con- 


sumers, approved the assignment of the gas sales contracts from Mobile to 
United. 


The Commission finds: 


(1) United is a Delaware corporation with its principal place of business in 
Shreveport, Louisiana. It owns and operates, among other facilities, a natural 
gas transmission pipeline system in several states, and by such operation is 
engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission. United is, therefore, a “natural-gas company” within the meaning 
of that term as used in the Natural Gas Act, as heretofore found by the Com- 
mission in its order of November 10, 1942, in Docket No. G—232, 3 F. P. C. 863. 

(2) The proposed transportation of gas for sale to the nine industrial cus- 
tomers, as heretofore described, constitutes transportation of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, and such 
transportation is subject to the requirements of subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(3) United is able and willing to do the acts and to perform the service pro- 
posed and to conform to the provisions of the Natural Gas Act, and the re- 
quirements, rules, and regulations of the Commission thereunder. 

(4) The proposed service hereinbefore described is required by the public 
convenience and necessity and a certificate therefor should be issued as herein- 
ater ordered and conditioned. 

(5) The public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (8) (iii), and (5) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure (18 CFR 157.20) should 
attach to the issuance of the certificate as hereinafter ordered and to the exer- 
cise of the rights granted thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity is hereby issued author- 
izing United to transport natural gas in interstate commerce for direct sale to 
nine industrial consumers as set forth in United's application and as hereinbefore 
described. 

(B) This certificate shall be accepted in writing and under oath by a re- 
sponsible official of United, and the general terms and conditions set forth in 
paragraphs (1), (3) (iii) and (5) of Section 157.20 of the Commission's Rules 
of Practice and Procedure shall attach to the issuance of the certificate granted 
in paragraph (A) hereof, and to the exercise of the rights granted thereunder. 

Commissioner Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 


United Gas Pipe Line Co. 
Docket No. G-6855 
April 15, 1955 


United Gas Pipe Line Company (Applicant), a Delaware corporation with 
its principal office in Shreveport, Louisiana, on December 2, 1954, filed an ap- 
plication for a certificate of public convenience and necessity, pursuant to Sec- 
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tion 7 of the Natural Gas Act, authorizing the construction and operation of 
necessary tap and metering facilities on its 18-inch Sterlington-Jackson natural- 
gas transmission pipeline near Vicksburg, in Warren County, Mississippi, for the 
transportation and sale of natural gas subject to-the jurisdiction of the Com- 
mission, all as described in the application on file with the Commission and 
open to public inspection. 

The proposed facilities will enable Applicant to deliver and sell natural gas 
to the Town of Port Gibson, Claiborne County, Mississippi, for resale to the 
residents in said town. The record shows that Applicant can finance the pro- 
posed construction out of current working funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 5, 1955, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation with its principal office in Shreveport, 
Louisiana, owns and operates a natural-gas transmission pipeline system located 
in the States of Texas, Louisiana, Mississippi, Alabama, and Florida. By means 
of such operations Applicant is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption, subject 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of November 10, 1942, in Docket No. G—232, 3 F. P. C. 863. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale for resale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (iii), (3) (iv) and (5) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 157.20) 
should attach to the issuance of the certificate as hereinafter ordered, and to the 
exercise of the rights granted thereunder. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.82 (b) 
(18 CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing United Gas Pipe Line Company to construct and operate 
the facilities hereinbefore described, all as more fully described in the applica- 
tion, as supplemented, in this proceeding, for the transportation and sale for 
resale of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 
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(B) This certificate shall be accepted in writing, under oath, by a responsible 
official of the Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (ili), (3) (iv) and (5) of Section 157.20 of the Com- 
mission’s Rules and Regulations, including the Rules of Practice and Procedare, 
shall attach to the issuance of the certificate granted in paragraph (A) hereof, 
and the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of the 
aforesaid Section 157.20 of the Commission’s Rules and Regulations, is hereby 
fixed at 4 months from the date on which this order issues. 

(D) Applicant shall make the proposed sale and render the proposed service 
te the Town of Port Gibson, Mississippi, under Applicant’s presently effective 
Rate Schedule G-J of its FPC Gas Tariff, First Revised Volume No. 1, as pro- 
posed, or any effective superseding rate schedule to such tariff applicable to 
such sale, and pursuant to a service agreement in the form provided in the 
said tariff. 

Commissioner Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 
Arkansas Louisiana Gas Co. 
Docket No. G-6814 
April 18, 1955 


Arkansas Louisiana Gas Company (Applicant) filed an application on No- 
vember 30, 1954, for a certificate of public convenience and necessity pursuant 
to Section 7 of the Natural Gas Act, authorizing the Applicant to construct and 
operate natural-gas facilities, to lease and operate facilities to be constructed 
by the City of Chidester, Arkansas, and to render service as hereinafter described, 
subject to the jurisdiction of the Commission. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 8, 1955, respecting the matters involved and the issues presented by the 
applieation. No protest to the granting of the application has been received. 

Applicant proposes to (a) construct and operate a tap and metering facilities 
at a point on its existing Line L, Station 5900 plus 64, about 20 miles upstream 
from Beirne, Arkansas, to serve natural gas to Chidester, Arkansas; and (b) to 
lease from and operate transmission facilities and local distribution facilities 
to be constructed by the City of Chidester, consisting of 13.8 miles of 2-inch 
transmission pipeline extending from Applicant’s Line L to the town border of 
Chidester. Under the proposed lease and operating agreement Applicant may 
purchase the facilities to be constructed by Chidester,) and will pay as lease 
rental an annual sum equal to the bond amortization and interest charges on 
the revenue bonds ($116,000) to be issued by the City of Chidester covering the 
construction costs of the transmission pipeline and distribution facilities to be 
installed by the city. Costs of facilities are shown to be as follows: tap and 


metering facilities of Applicant—$1,359; pipeline and distribution facilities of 
city —$114,253. 


1 Although the agreement with Chidester grants Applicant an option to purchase at 
some future date, Applicant has not requested authority to exercise the option. 
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The number of customers, annual and peak-day requirements for the initial 
five-year peried of operations are estimated to be as follows: 


Number of 
customers 


The Commission jinds: 

(1) Arkansas Louisiana Gas Company (Applicant) is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order adopted January 26, 1943, In the Matter of Arkansas 
Louisiana Gas Company, Docket No. G—252, 3 FPC 910. 

(2) The proposed facilities hereinbefore described are to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction, leasing, and operation of facilities by Ap- 
plicant are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (ili), (3) (iv), and 
(5) of Section 157.20 of the Commission’s Rules and Regulations, including 
the Rules of Practice and Procedure (18 CFR 157.20), should attach to the 
certificate hereinafter issued, and to the exercise of the rights granted there- 
under, and that the time within which construction of facilities authorized 
by this order shall be completed and in actual operation should be fixed at 
6 months from the date on which this order issues. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Arkansas Louisiana Gas Company, authorizing it to construct, lease 
and operate the facilities hereinbefore described, all as more fully described in 
the application, subject to the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (8) (i), (8) (ili), (3) (iv), and (5) of Section 157.20 of 
the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of 
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Section 157.20 of the Commigssion’s Rules of Practice and Procedure, is hereby 
fixed at 6 months from the date on which this order issues. 
Commissioner Draper not participating. 




















Findings and order authorizing sale of facilities and issuing certificate 
of public convenience and necessity 


Panhandle Eastern Pipe Line Co. 
Docket No. G-6870 
April 18, 1955 


Panhandle Eastern Pipe Line Company (Applicant), a Delaware corporation, 
address 1221 Baltimore Avenue, Kansas City 5, Missouri, on January 10, 1955, 
filed an application pursuant to Section 7 of the Natural Gas Act for the issuance 
of a certificate of public convenience and necessity, authorizing (a) the sale by 
Applicant to The Town Gas Company of Illinois (Town Gas), of certain facilities 
now owned by Panhandle in the State of Tilinois and used to render service to 
certain farm-tap customers within the State of Illinois; and (b) the sale by 
Applicant to Town Gas of natural gas, to be resold by Town Gas to said farm-tap 
customers within the State of Illinois. 

As of December 31, 1954, Applicant owned approximately 255 farm-tap service 
connections in the State of Illinois. These will be sold to Town Gas. In addi- 
tion there are certain right-of-way grants and easements containing provisions 
for service to farm-tap customers, but under which no farm-tap service con- 
nections have yet been made. If Applicant receives applications for service to 
such farm-tap connections which conform to the provisions of the right-of-way 
grant, farm-tap facilities will be installed by Town Gas. 

The sale price of the facilities Applicant will transfer to Town Gas is $4,931.43 
based on an inventory of property as of June 1, 1954. 

By order and certificate of public convenience and necessity issued by the 
Illinois Commerce Commission on October 20, 1954, Town Gas Company was 
authorized to construct and/or purchase, operate and maintain gas service 
facilities to serve farm-tap customers along Panhandle’s existing transmission 
lines. The authorization herein shall be co-extensive with that of the Illinois 
Commerce Commission to the extent that it applies to Panhandle’s existing trans- 
mission pipeline. 

Pursuant to due notice a-public hearing was held in Washington, D. ©. on 
April 12, 1955, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation with its principal place of business 
in Kansas City, Missouri, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission, Panhandle Eastern 
Pipe Line Company, etc., Docket No. G—-254, 4 FPC 1081. 

(2) The facilities Applicant proposes to sell, hereinbefore described, as more 
fully described in the application, are facilities Applicant uses for the trans- 
portation of natural gas in interstate commerce subject to the jurisdiction of 
the Commission, and the sale of natural gas Applicant proposes to make to 
Town Gas will be a sale of natural gas for resale in interstate commerce subject 
to the jurisdiction of the Commission. The sale of facilities by Applicant and 
the proposed sale of natural gas to Town Gas, together with the operation of 
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any facilities subject to:the jurisdiction of the Commission necessary therefor, 
are therefore subject to the provisions of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The sale of facilities proposed by Applicant is permitted by the present 
and future public convenience and necessity, and the sale of natural gas pro- 
posed by Applicant, together with the operation of any facilities subject to the 
jurisdiction of the Commission necessary therefor, is required by the public con- 
venience and necessity, and authorization for the sale of facilities should be 
granted and a certificate of public convenience and necessity for the sale of 
gas and the operation of any facilities necessary therefor should be issued as 
hereinafter ordered and conditioned. 

(5) Good cause exists to condition the authorization for the sale of natural 
gas granted herein on such sales being made only for resale to farm-tap cus- 
tomers along Panhandle’s existing transmission pipelines. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) Permission be and is hereby granted for the sale of facilities as pro- 
posed by Applicant, and a certificate of public convenience and necessity be and 
is hereby issued, upon the terms and conditions of this order, authorizing the 
sale of natural gas and the operation of any facilities subject to the jurisdiction 
of the Commission necessary therefor, as hereinbefore described in the applica- 
tion and exhibits in this proceeding. 

(B) The certificate issued in paragraph (A) be and is hereby conditioned 
that the sale of natural gas authorized therein shall be made only for resale 
to farm-tap customers along Panhandle’s existing transmission pipelines. 

(C) The certificate shall be accepted in writing and under oath, by a respon- 
sible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (3) (iii), and (5) of Section 157.20 of the Commission’s Reg- 
ulations, including the Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights granted thereunder. 

(D) The certificate is not transferable and shall be effective only so long as 
Applicant continues the acts or operations hereby authorized in accordance with 
the provisions of the Natural Gas Act, and the applicable rules, regulations and 
orders of the Commission. 

Commissioner Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 
Algonquin Gas Transmission Co. 
Docket No. G—8490 
April 18, 1955 


Algonquin Gas Transmission Company (Algonquin), a Delaware corporation 
with its principal place of business in Boston, Massachusetts, filed an application 











664 


FEDERAL POWER COMMISSION 


on February 17, 1955, fora certificate of public convenience.and necessity, 
pursuant to Section 7 (c) of the Natural Gas Act, authorizing increased delivery 
and sale of natural gas to Tiverton Gas Company (Tiverton), its existing cus- 
tomer. 

Algonquin proposes to increase deliveries to Tiverton from the presently 
authorized maximum of 50 Mef per day to a maximum daily contract quantity 
of 150 Mcf. Delivery is proposed to be made through the existing facilities inter- 
connecting the two companies authorized in Docket No. G—2293. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 5, 1955, respecting the matters involved in and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) Algonquin Gas Transmission Company, a Delaware corporation having 
its principal place of business in Boston, Massachusetts, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission, In the Matter of Algonquin Gas Transmission Company, Opinion 
No. 206, Docket No. G-1319, 10 FPC 35. 

(2) The service hereinbefore described is subject to the jurisdiction of the 
Commission, subject to the requirements of subsections (c) and (e) of Section 7 
of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed service by Applicant is required by the public convenience 
and necessity and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (iii), and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure (18 CFR 157.20) should 


attach to the certificate hereinafter issued and to the exercise of the rights granted 
thereunder. 


The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Algonquin Gas Transmission Company to sell and deliver 
a maximum daily quantity of 150 Mcf of natural gas to Tiverton Gas Company 
as hereinbefore described, all as more fully described in the application in this 
proceeding, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (iii), and (5) of Section 157.20 of the Commission’s 
Rules of Practice and Procedure shall attach to the issuance of the certificate 


granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 


Commissioner Draper not participating. 
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Order further amending license (major) 


Pacific Gas and Electric Co. 
Project No. 137 
April 19, 1955 


Applications were filed on December 24, 1947, as supplemented April 26, 1954, 
and on December 26, 1951, by Pacific Gas and Electric Company, licensee for 
major Project No. 137, for further amendment of the license for the project, 
situated on Mokelumne River, North Fork of Mokelumne River, Bear River 
and other tributaries of North Fork, in Amador, Calaveras, and Alpine Counties, 
California, and affecting public lands and lands of the United States within 
Eldorado and Stanislaus National Forests. 

The application filed December 24, 1947, as supplemented seeks: to include 
in the license certain project exhibits superseding certain exhibits or parts 
thereof now part of the license; to renumber exhibits now part of the license to 
correct duplication of exhibit sheet numbers and thus fit them into a uniform 
numbering system; and to reclassify a section of one of the project roads from 
project road to non-project construction road. 

The application filed December 26, 1951, seeks to include in the license certain 
revised exhibits to reflect the West Point and Electra developments as con- 
structed and to show the following additional facilities: the West Point tap line 
from the Tiger Creek-Electra Telephone Line; the road and control circuit be- 
tween the Tiger Creek and West Point plants; and access roads to Adits Nos. 2 
and 3 of the Electra Tunnel and to Tabeaud Reservoir. 

In connection with the two applications under consideration, it should be 
noted that Amendment No. 6 to the license for Project No. 137, effective June 26, 
1947, provided, among other things, for the consolidation with Project No. 137 
of certain parts of the licensee’s minor-part Project No. 525, viz, Upper Blue 
Lake Reservoir and Upper Bear River Reservoir, and in addition thereto, 
Lower Blue Lake, Twin, and Meadow Lakes Reservoirs not under the license 
for minor-part Project No. 525. It appears that Amendment No. 6 provided 
for annual charges in the amount of $9.62 for the use, occupancy, and enjoyment 
of about 6.01 acres of Government lands occupied by Upper Blue Lake and Upper 
Bear River Reservoirs, but that in view of a conflict in views between the licensee 
and the Commission’s staff respecting the status (private or Government) of the 
lands occupied by Lower Blue Lake, Twin, and Meadow Lakes Reservoirs, no 
charges were provided in Amendment No. 6 for the latter occupancy. 

Inasmuch as the staff has not completed its study of further written views 
submitted by the licensee respecting the status of the reservoir lands in question, 
this matter should be continued to be held in abeyance until further order of 
the Commission as hereinafter provided. 

The licensee’s request for redesignation of exhibits now part of the license 
to correct present duplication of exhibit sheet numbers and thus fit them into 
a uniform numbering system pertains to Exhibit K (FPC Nos. 137-18, -—45 
through —48, -68, -69, -74, -79 through -95, -97, and -99 through -110) and to 
Exhibit L (FPC Nos. 137-58 through -63, -66, -70 through —73, -96, -111, —112, 
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-118, and -117). These exhibits, except those superseded by exhibits filed as 
part of the December 26, 1951 application, have been redesignated as to sheet 
numbers, as hereinafter set forth. 

The licensee’s request for reclassification of the section of access road from 
Cold Creek to Salt Springs dam from project to non-project construction road is 
based upon an agreement dated May 17, 1940, between the licensee and the 
U. 8S. Forest Service under the terms of which the said section of road is opened 
to use by the public under limited revocable permits issued by and under the 
control of the Forest Service. The section of road involved is that portion from 
Tiger Creek Sawmill to Salt Springs shown cn Exhibit K (FPC No. 137-94) as 
being located in Tps. 7 and 8 N., R. 16 EB. and as having a 60-foot wide right-of- 
way extending about 1.17 miles and occupying 8.48 acres of Government lands. 

The effect of granting the December 24, 1947, application will be to increase 
by 46.03 acres the area of Government lands occupied by the five afore- 
mentioned reservoirs of Project No. 137 and to decrease the area of Government 
lands occupied by project roads by 8.48 acres, with a resultant adjustment of 
the annual charges for the use, occupancy, and enjoyment of such lands as 
hereinafter provided. 

The effect of granting the December 26, 1951, application will be to further 
increase the area of Government lands occupied by the project by 93.90 acres, 
with a resultant increase in the annual charges for the use, occupancy, and en- 
joyment of such lands in the amount of $92.76, and to increase the area of 
Government lands occupied by transmission line right-of-way only by 0.09 mile 
(with equivalent 100-foot wide right-of-way) with a resultant increase in the 
annual charges for the use, occupancy, and enjoyment of such lands in the 
amount of $0.72. 

Of the aforementioned $92.76 representing the increase in the annual land 
charges (exclusive of transmission line right-of-way), $56.62 are annual charges 
for the occupancy of about 70.78 acres of Government lands by the road and 
control circuit between the Tiger Creek and West Point plants, which lands are 
presently under license for Project No. 525. Inasmuch as it is contemplated that 
the license for Project No. 525 will be surrendered by the licensee, effective as 
of December 31, 1948, the annual charges for the lands occupied by the road 
and control circuit should be made effective as of January 1, 1949, as herein 
provided. 

The Under Secretary of the Interior has reported favorably on the De- 
cember 26, 1951, application. In view of the subject matter of the December 24, 
1947, application, reports thereon under Section 4 (e) of the Federal Power 
Act were not necessary. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes of any withdrawal of public lands, and will 
not alter any of the basic facts upon which the license was issued. 

(2) The annual charges to be paid under the license as further amended for 
the purpose of recompensing the United States for the use, occupancy, and en- 
joyment of its lands are reasonable as hereinafter fixed and specified. 

(3) The following-described exhibits filed as part of the applications for 
amendment conform to the Commission’s rules and regulations and should be 
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approved as part of the license for the project (except as hereinafter provided), 
and the exhibits described herein as having been superseded should be excluded 
from the license as further amended: 

(a) Exhibit J-1E (FPC No. 137-118) superseding Exhibit J and Exhibit J 
Sheet 1 B (FPC Nos. 137-98 and -76) ; Exhibits K-1B, K-2E, K-3E, K-4E and 
K-10E (FPC Nos. 137-144, -145, -146, -147 and -124); Exhibit L-1E (FPC 
No. 137-125) superseding Exhibit L Sheet 11 (FPC No. 137-115) ; Exhibits L-2B, 
L-3E, and L-4E (FPC Nos. 137-126, -127 and -128) ; and Exhibit L-11E (FPC 
No. 137-129) superseding Exhibit L Sheet 6 (FPC No. 137-116) ; and 

(b) Exhibits J-2F, K-28F, K-29F, K-30F, K-31F, K-33F, K-36F, K-37F, 
K-38F, K-44F, L-20F, L-21F, L-23F and L-24F (FPC Nos. 137-130 through 
-143) superseding Exhibits J-3B, K-37E, K-36E, K-35E, K-34E, K-33E, 
K-32E, K-31E, K-30E, K-38E, K-29E, K-28E, K-43E, L-24E, and L-20E (FPC 
Nos. 137-78, -99 through -—110, -111 and -113), and superseding pages 12 to 18 
inclusive of Exhibit C “Supplemental Field Notes” filed with the Commission on 
April 2, 1936; 

Provided, however, that the approval of Exhibits K-1E, K-2E, K-35, and K-4E, 
described in subparagraph (a) above, does not include the claimed rights in the 
lands shown thereon. 

The Commission orders: 

(A) The exhibits described in finding (3) above as conforming to the Com- 
mission’s rules and regulations are approved as part of the license for Project 
No. 137 as further amended, and the exhibits described in finding (3) above 
as being superseded are eliminated from the license. 

(B) The license for Project No. 137, now held by Pacific Gas & Electric Com- 
pany, is further amended, effective as of June 26, 1947, as follows: 

Paragraph I. Article 2 of the license as amended June 26, 1947, and modified 
by Commission order issued July 10, 1947, is further amended to read as follows: 

Article 2. The project covered by and subject to this license is located on the 
Mokelumne River, North Fork of Mokelumne River, Bear River and other 
tributaries of North Fork and on lands of the United States partly within the 
Eldorado and Stanislaus National Forests, and consists of: 

(a) All lands constituting the project area and inclosed or the location of 
which is shown by the project boundary, and/or interests in such lands neces- 
sary or useful for the purposes of the project, whether such lands or interests 
therein are owned or held by the Licensee or by the United States ; such project 
area and project boundary being more fully shown and described by certain 
exhibits which accompanied the application for license or for amendments thereof 
and which are designated and described as follows: 


EXHIBIT J 


Dwg. No. 
Sheet No. FPC No. or date Showing 
signed 


hint ta cieeceertnainmmniemnis ht aibedeniaianis | 47000 | Transmission Line. 
Ss obttudenoutucstabadoasvedts SEE tehassabunieat 402019 | Project (General Map). 
Di icsasindesthetimcbbnpakmtuiedniied Ck codedeeembane 403570 Do. 
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EXHIBIT K 


Dwg. No. 


or date Showing 
signed 


Sheet No. 


4/17/25 | Profile of Conduits, 
403571 Do. 

43733 ohne Reservoir. 
J0. 


Do. 

Do. 

Do. 
Bear River Project. 
Lower Bear River Reservoir. 
Upper Blue Lake Reservoir. 
Lower Blue Lake Reservoir. 
Twin Lakes Reservoir. 
Meadow Lake Reservoir. 
Upper Bear River Reservoir. 
—— Conduit. 

0. 


Do. 
Do. 
Do. 








Do. 
| Tiger Creek Powerhouse and Afterbay. 

West Point Conduit. 
403574 | West Point Powerhouse. 
403573 | Electra Conduit. 
403075 Do. 
403076 Do. 
403577 | Tabeaud Reservoir. 
403578 | Electra Powerhouse. 

47004 | Transmission Lines, Telephones Lines 

and Roads. 

47002 Do. 

47003 Do. 
401034 Do. 
403579 | Do. 








' 


1 Revised and reapproved by the Commission on July 9, 1946, and further revised and reapproved to show 
the section of road from Cold Creek to Salt Springs dam as non-project road. 


2 Except that the locations of the transmission-line and telephone-line rights-of-way through Secs. 28 and 
29, T. 7 N., R. 13 E. and Sec. 11, T. 6 N., R. 12 E., are superseded by those shown on Exhibit K, Sheet 44F 


EXHIBIT C 4 


Supplemental field notes in connection with application for amendment of license for Project No. 137, 44 
typed pages, exclusive of pages 12 to 18, inclusive, and 28 to 38, inclusive, which accompanied the ‘‘Amend- 


ment of Application for Amendment of License for Project No. 137,’’ dated March 25, 1936, and filed with 
the Commission April 2, 1936. 


Supplemental Field Notes in nine typewritten pages which accompanied the application for amendment 
of license dated December 20, 1945, and was filed with the Commission on February 18, 1946, covering the 
relocation of a portion of the road from Tiger Creek sawmill to Salt Springs. 

(b) All project works consisting of: 

Headwater Storage Dams and Reservoirs.—Upper Blue Lake Dam and Reser- 
voir of about 7,106 acre-feet capacity; Lower Blue Lake Dam and Reservoir of 
about 4,190 acre-feet capacity; Twin Lakes Dam and Reservoir of about 1,309 
acre-feet capacity; Meadow Lake Dam and Reservoir of about 6,021 acre-feet 
capacity; and Upper Bear River Dam and Reservoir of about 6,200 acre-feet 
capacity. 

Lower Bear River Unit.—A main and auxiliary rock-fill dam below Upper 
Bear River Dam; Lower Bear River Reservoir with net capacity of about 46,000 
acre-feet ; a concrete diversion dam in Cold Creek; a tunnel about 214 miles long 
from the reservoir passing under Cold Creek and receiving water diverted from 


that stream; and a steel penstock extending about 4,000 feet from the tunnel 
outlet to Salt Springs powerhouse. 
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Salt Springs Unit—aA rock-fill dam in and across North Fork of Mokelumne 
River with radial gates on the spillway; a reservoir created by the dam with 
eapacity of about 141,000 acre-feet; a powerhouse near the toe of the dam 
with an installation of 51,500 horsepower ; an outdoor transforming and switch- 
ing station; and a 110,000-volt transmission line from the switching station to 
Tiger Creek powerhouse. 

Tiger Creek Unit.—Tiger Creek Conduit extending about 17 miles along the 
North Fork of Mokelumne River from Salt Springs powerhouse to Tiger Creek 
forebay; regulator dam and reservoir and various spillways appurtenant to 
Tiger Creek Conduit; a forebay and steel penstock therefrom to Tiger Creek 
powerhouse; Tiger Creek Afterbay Dam and Reservoir in and across the 
North Fork of Mokelumne River with about 3,800 acre-feet gross capacity; 
Tiger Creek powerhouse situated near the head of the afterbay reservoir 
containing two generating units of 72,000 horsepower total capacity; an outdoor 
transforming and switching station; the 230,000-volt, 2-circuit Newark-Tiger 
Creek transmission line extending from the switching station to the point of 
junction with the Licensee’s transmission system; a 2,300-volt power line from 
Tiger Creek powerhouse to the regulator dam; and a 2,300-volt power line from 
Tiger Creek powerhouse to the afterbay dam. 

West Point Unit—aA water conduit, consisting of headworks, a tunnel about 
14,000 feet long, a surge tank, and about 650 feet of penstock, extending from 
Tiger Creek afterbay dam to a powerhouse on North Fork of Mokelumne River ; 
West Point powerhouse containing a 17,000-horsepower generating unit; an 
outdoor transforming station at the powerhouse; and a 60,000-volt transmission 
line extending about 10% miles from the transforming station to the Electra- 
Stockton line near Electra powerhouse. 

Electra Unit.—A diversion dam and reservoir in and across North Fork of 
Mokelumne River about 450 feet upstream from West Point powerhouse; a 
tunnel leading from an intake at the diversion dam to the tailrace at the West 
Point powerhouse; a tunnel about 43,000 feet long leading from the tailrace to 
Tabeaud reservoir ; Tabeaud dam and reservoir of about 1,158 acre-feet capacity ; 
a pressure conduit from Tabeaud reservoir to Electra powerhouse, consisting 
of an outlet tunnel about 2,900 feet long with capacity of 975 cubic feet per 
second and a penstock about 3,000 feet long; Electra powerhouse containing 
three 38,000-horsepower generating units; a low concrete afterbay dam across 
Mokelumne River below the powerhouse; an outdoor transforming and switch- 
ing station near the powerhouse; and two 230,000-volt taps connecting the sta- 
tion to Tiger Creek-Newark transmission line. 

Telephone Lines.—Salt Springs powerhouse to Tiger Creek powerhouse; and 
Tiger Creek powerhouse to Electra powerhouse with a tap to West Point power-- 
house. 

Control Circuits.—Tiger Creek powerhouse to West Point powerhouse. 

Roads.—Tiger Creek sawmill via Tiger Creek powerhouse to Buckhorn; Tiger 
Creek sawmill to a point on east boundary of T. 7 N., R. 14 E., M. D. B. & M.: 
point on Salt Springs road to Tiger Creek forebay; Tiger Creek powerhouse to 
West Point powerhouse and other project roads in Secs. 28 and 33, T. 7 N., R. 
18 B.; point on County Road near east side of Sec. 3, T. 6 N., R. 12 E., to Adit 
No. 2 of Electra Tunnel; point on County Road near southwest corner of NW%, 
Sec. 22, T. 6 N., R. 12 E., to Adit No. 3 of Electra Tunnel; and point on County 
Road in NW% NW%, Sec. 29, T. 6 N., R. 12 E., to Tabeaud reservoir ; 


the location, nature, and character of which project works are more specifically 
shown and described by the aforesaid exhibits and certain other exhibits which 
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were filed in connection with the application for license and the applications for 
amendment thereof and which are designated and described as follows: 


EXHIBIT L 


Sheet No. Dwg. No. Showing 


44287 | Salt Springs Reserv. Outlet. 
44288 | Salt Springs Dam. 
44289 Do. 
44496 Do. 
401662 Do. 
44290 | Tiger Creek Conduit. 
46203 | Tiger Creek Regulator Dam, 
48025 | Tiger Creek Afterbay Dam. 
44092 | Tiger Creek and Salt Springs Power- 
houses. 
46952 | Salt Springs Powerhouse. 
402030 | Upper Bear River Dam. 
46949 | Lower Bear River Dam, 
46950 Do. 
46951 | Bear River Conduit. 
402026 | Upper Blue Lake Dam. 
402027 | Lower Blue Lake Dam. 
402028 | Twin Lakes Dam. 
402929 | Meadow Lake Dam. 
403580 | West Point Development. 
403581 | West Point Development. 
403582 | Electra Development. 
403583 Do. 
401309 Do. 





1 Except that the spillway and radial gate structures for the cana] to West Point Powerhouse are supe- 
seded by the tunnel intake structure shown on Exhibit L, Sheet 21 F. 


a ey that the ‘‘Area and Capacity Curves of Reservoir’’ are superseded by those shown on Exhibition 
ee ; 


EXHIBIT M 


Typewritten manuscript in four pages, filed April 17, 1929, being a general description 


and specification of mechanical and electrical equipment of Salt Springs and Tiger Creek 
power plants; 


General description and general specifications of mechanical, electrical, and transmission 
equipment for the Bear River, West Point, and Electra Units in two typewritten sheets, 
filed with the Commission on September 3, 1946. 


{c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project, whether owned by the Licensee or by 
the United States, and located upon the project area, including such portable 
property as may be used and useful in connection with the project or any part 
thereof, whether located on or off the project area, if and to the extent that the 
inclusion of such property as a part of the project works is approved or 
acquiesced in by the Commission; also all other rights, easements, or interests, 
including any riparian rights, the ownership, use, occupancy or possession of 
which is necessary or appropriate in the maintenance and operation of the 
project or appurtenant to the project area. 

(d) The authorized combined ultimate installed capacity of the project is 
254,500 horsepower. 

Paragraph II. Sub-paragraphs B and C of Article 22 of the license as amended 
January 17, 1950, are further amended to read: 

B. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, excluding those used for transmission-line right-of- 
way, a charge at the rate of $5,457.80 per calendar year for the period from 
June 26, 1947, through December 31, 1948; and $5,514.42 for each calendar year 
thereafter; and 
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C. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands used for transmission-line right-of-way only, a 
charge at the rate of $65.76 per calendar year commencing June 26, 1947. 

Paragraph III, Article 31 of the license is amended to read: 

Article 31. The Licensee shall not allow flashboards to remain in the Upper 
Blue Lake Spillway, except when the elevation of the water surface of the reser- 
voir is less than elevation 8,138.3 feet U. S. G. S. datum, and a gate tender is at 
the structure at least once every 24 hours; and in any event the top of the 
flashboards shall not exceed elevation 8,137.5 feet U. S. G. S. datum. 

(C) The Commission reserves the right to determine at a later date whether 
or not any additional Government lands are occupied by Upper Bear River, 
Upper Blue Lake, Lower Blue Lake, Twin, and Meadow Lakes Reservoirs. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this amendment of license. In acknowledgment of the acceptance 
of this instrument, it shall be signed for the licensee and returned to the Com- 
mission within 60 days from the date of issuance of this order. 

Commissioner Draper not participating. 


Order approving revised exhibit 


Fred M. O'Neill and Sarah Fenton 


Project No. 1944 
April 19, 1955 


A letter was received December 11, 1950, from Fred M. O’Neill and Sarah 
Fenton, licensees for minor Project No. 1944, authorizing the Commission staff 
to revise Exhibit K (Revised) (FPC No. 1944-1) now part of the license for 
the project, to show the correct location of the project conduit and powerhouse 
in accordance with information to be supplied by the Forest Service. 

The exhibit was revised April 24, 1953, in accordance with information sup- 
plied by the Forest Service by letter dated April 23, 1953. 

The Commission finds: 

Exhibit K (Revised) (FPC No. 1944-1), as revised April 24, 1953, and super- 
seding Exhibit K (Revised) (FPC No. 1944-1), now part of the license for the 
project, conforms to the Commission’s rules and regulations and should be made 
a part of the license for the project and said superseded exhibit should be 
eliminated from the license for the project. 

The Commission orders: 

(A) Exhibit K (Revised) (FPC No. 1944-1), as revised April 24, 1953, is 
approved as part of the license for the project and superseded Exhibit K (Re- 
vised) (FPC No. 1944-1), now part of the license for the project, is eliminated 
from the license for the project. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 

Commissioner Draper not participating. 





FEDERAL POWER COMMISSION 
Order issuing license (major) 
Southern California Edison Co. 

Project No. 2174 
April 19, 1955 


Application was filed December 13, 1954, by Southern California Edison Com- 
pany, of Los Angeles, California, for a license under the Federal Power Act 
(hereinafter referred to as the Act) for proposed major Project No. 2174, to be 
located on Ward Tunnel which connects Florence Lake Reservoir with Hunting- 
ton Lake Reservoir in the San Joaquin River basin, in the general region of 
Fresno, in Fresno County, California, and affecting lands of the United States 
within the Sierra National Forest. 

According to the application, the proposed project, designated as “Portal 
Project,” would consist of: 

(a) All lands constituting the project area and enclosed by the project 
boundary or the limits of which are otherwise defined and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the applicant or by the United 
States; such project area and project boundary being more specifically shown 
and described by certain exhibits which formed a part of the application for 
license and which are designated and described as follows: 

Eehibit J (540323: FPC No. 2174-1) “General Map”; 

Erhibit K (two sheets) (540324 & 540325: FPC Nos. 2174-2 and -3) Detail 
Maps showing “Portal Powerhouse & Transmission Line.” 

(b) Principal structures consisting of: A dam of rock-fill and rolled-earth 
section, with a maximum height of 60 feet, to be constructed adjacent to the 
vertical shaft of Adit 2 of the existing Ward Tunnel, to create a forebay pond 
with a net storage capacity of 325 acre-feet; a surge chamber on Ward Tunnel, 
approximately six miles downstream from the forebay pond; about 882 feet of 
12-ft. diameter steel pipe encased in concrete within the existing Ward Tunnel 
(below the rock trap at the surge chamber) and connected to the existing 
296 feet of 12-ft. diameter steel pipe through which the flows in Ward Tunnel 
are now discharged into Rancheria Creek and thence to Huntington Lake; a 
steel wye-section with 96-inch diameter branches for a penstock to the powerhouse 
and for a by-pass for flows past the powerhouse into Rancheria Creek; Portal 
Powerhouse (NE, SW, Sec. 5 T. 8 S., R. 26 E.) with a proposed installation 
of a single vertical turbine-generator unit of 14,000 horsepower capacity (210 feet 
effective head; 10,000 kw; 1.0 P. F.); a single circuit 33-kv transmission line 
about 7.6 miles long from Portal Powerhouse to the existing Big Creek No. 1 
Powerhouse; and miscellaneous hydraulic, mechanical, and electrical appurte- 
nances and project works. 


The location, nature and character of these structures are more specifically 
shown and described by the exhibits hereinbefore cited and by certain other 
exhibits which formed part of the application for license, which are designated 
and described as fellows: 

Eehibit L in three sheets: (540326: FPC No. 2174-4) “Portal Powerhouse— 
Plan and Profile”; (540327: FPC No. 2174-5) “Tunnel Plan & Profile”; (540328: 
FPC No. 2174-6) “Portal Powerhouse Forebay.” 

Exhibit M (in two sheets) “General Description of Mechanical, Electrical and 
Transmission Equipment” filed December 13, 1954. 
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(c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as part of the project is 
approved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance or 
operation of the project. 

The Secretary of the Army has reported that the development as proposed 
would have no significant effect on navigation or flood flows and, therefore, it 
is not considered necessary to recommend for insertion in any license issued 
terms and conditions in the interests of navigation. 

The Secretary of the Interior has reported favorably on the application, 
subject to the inclusion in any license issued of certain conditions substantially 
as provided in Articles 17 and 26 herein. 

The Secretary of Agriculture has reported favorably on the application, 
subject to the inclusion in any license issued of the terms and conditions con- 
tained in Form L-2, 17 F. P. C. 62, (hereinafter more fully described and made 
a part hereof), and subject to certain special conditions substantially as pro- 
vided in Articles 27 and 28 herein. 

According to the application, the applicant desires to commence construction 
of the project works in June of 1955 and to complete the construction on or 
before the end of December of 1956. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
California and has submitted satisfactory evidence of compliance with the re- 
quirements of all applicable State laws insofar as necessary to effect the purposes 
of a license for the project. 

(2) No conflicting application is before the Commission. Public notice has 
been given as required by the Act. 

(3) The project does not affect any Government dam, nor will the issuance 
of a license therefor as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(4) The applicant has submitted satisfactory evidence of its financial ability 
to construct and operate the proposed project. 

(5) The issuance of a license for the project as hereinafter provided will not 
interfere or be inconsistent with the purposes for which the Sierra National 
Forest was created or acquired. 

(6) Under present circumstances and conditions and upon the terms and con- 
ditions hereinafter imposed, the project is best adapted to a comprehensive plan 
for the improvement and utilization of waterpower development, and for other 
beneficial public uses, including recreational purposes. 

(7) The installed horsepower capacity of the project hereinafter authorized for 
the purpose of computing the capacity component of the administrative annual 
charge is 14,000 horsepower, and the energy to be generated by the project will 
be used for domestic, commercial, industrial, agricultural, and other purposes 
in the applicant’s service areas in the central and southern parts of the State 
of California. 

(8) According to the application, the proposed project will occupy approxi- 
mately 113.32 acres of lands of the United States, plus an equivalent of 7.6 miles 
of 100-foot-wide right-of-way across lands of the United States to be occupied 
by a single circuit 33-kv transmission line from.the Portal Powerhouse to the 
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existing Big Creek No. 1 Powerhouse switchyard where connection will be made 
w the applicant’s interconnected primary transmission and its distribution 
systems in the area. However, about 42.07 acres of the 113.32 acres are included 
in the license for Project No. 67, and to avoid duplication of annual charges 
an annual charge should be made herein for only 71.25 acres of the Government 
lands occupied by Project No. 2174, exclusive of transmission-line right-of-way. 
Also, the elimination of duplication of Government lands included in Project 
No. 67 results in a net length of 7.2 miles which is used herein as the length of 
transmission-line right-of-way (100 feet wide) for the purposes of determining 
annual charges. 

(9) The amount of annual charges to be paid under the license for the pur- 
pose of reimbursing the United States for the costs of administration of Part I 
of the Act, and for recompensing it for the use, occupancy, and enjoyment of its 
lands, including lands occupied by transmission-line right-of-way, is reasonable 
as hereinafter fixed and specified. 

(10) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

The Commission orders: 

(A) This license is issued to Southern California Edison Company under 
Section 4 (e) of the Act for a period of 50 years, effective as of April 1, 1955, 
for the construction, operation, and maintenance of Project No. 2174 affecting 
lands of the United States, subject to the terms and conditions of the Act which 
is incorporated by reference as a part of this license, and subject to such rules 
and regulations as the Commission has issued or prescribed under the provisions 
of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-2, December 15, 1953, entitled “Terms and Conditions of License for 
Unconstructed Major Project Affecting Lands of the United States,” 17 F. P. C. 
62, which terms and conditions are attached hereto and made a part hereof; 
and subject to the following special conditions set forth herein as additional 
articles: 

Article 25. ‘The Licensee shall commence construction of the project on or 
before June 30, 1955, and with due diligence shall complete the works on or 
before December 31, 1956. 

Article 26. The Licensee shall construct, maintain, and operate such pro- 
tective devices and comply with such reasonable modifications of the project 
structures and operation in the interest of fish and wildlife resources as may be 
hereafter prescribed by the Federal Power Commission upon the recommenda- 
tions of the California Department of Fish and Game, and the Secretary of 
the Interior. 

Article 27. The Licensee shall construct the Portal Powerhouse-Big Creek 
Powerhouse transmission line along the north side of Huntington Lake on a 
location mutually agreeable to the Regional Forester or his representative, and 
the Licensee: Provided, however, That in the event the Licensee and the repre- 
sentative of the Forest Service fail to agree upon the location of the transmission 
line in question, the Commission reserves the right to prescribe said location. 

Article 28. The Licensee shall relocate the Forest Service Road 0700 over 
the forebay dam, and shall design and construct the bridge over the spillway 
in accordance with “Specifications of the American Association of State Highway 
Officials for H-20-S-16 Loadings” with a width of 14 feet between curbs. 

Article 29. The Licensee shall pay to the United States the following annual 
charges : 
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(i) For the purpose of reimbursing the United States for the cost of admin- 
istration of Part I of the Act, 1 cent per horsepower of the installed capacity 
(14,000 horsepower) plus 2% cents per 1,000 kilowatt-hours of gross energy 
generated by the project during each calendar year for which the charge is made; 

(ii) For the purpose of recompensing the United States for the use, oc- 
cupancy, and enjoyment of its lands exclusive of those used for transmission-line 
right-of-way, $142.50; 

(iii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands for transmission-line right-of-way only, $57.60. 

(C) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
for the Licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 

Commissioner Draper not participating. 


Order authorizing issuance of first mortgage bonds 
Telluride Power Co. 
Docket No. E-6606 
April 21, 1955 


Telluride Power Company (Telluride), incorporated under the laws of the 
State of Delaware, and qualified to do business as a foreign corporation in the 
State of Utah, with its principal place of business in Salt Lake City, Utah, filed 
an application on March 7, 1955, as amended April 11, 1955, for authorization, 
pursuant to Section 19 of the Federal Power Act, for the issuance of $850,000, 
principal amount, of 354% First Mortgage Bonds, Series due 1985. 

According to the application the Bonds will be issued under Telluride’s 
Mortgage Trust Indenture, dated as of January 1, 1937, to Walker Bank & Trust 
Company, as Trustee, as heretofore supplemented and as to be further supple- 
mented by a Second Supplemental Indenture to be dated as of March 1, 1955. 

Telluride states that through arrangements completed by Kidder, Peabody 
& Company and Mitchum, Jones and Templeton, it has obtained a commitment 
from Teachers Insurance & Annuity Association of America (Teachers), for the 
purchase of the proposed issuance of Bonds at a price of 101% of the principal 
amount plus accrued interest from the date of the Bonds to the date of delivery 
thereof. On or before May 31, 1955, Teachers will pay for and receive de- 
livery of approximately $400,000, principal amount, of the proposed issuance 
with the remainder to be paid for and delivered on not more than two later 
closing dates prior to December 31, 1955. Any bonds paid for and delivered 
prior to September 1, 1955, are to be dated as of March 1, 1955, with those paid 
for and delivered on or after September 1, 1955, to be dated as of that date. 
According to the application Teachers will acquire the proposed issuance of 
Bonds for investment purposes. 

By selling the Bonds in this manner Telluride states that it will be able to 
obtain funds when and as needed throughout the current year. In considera- 
tion for this agreement to permit such a deferral until later in the current year, 
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Telluride states that it proposes to pay Teachers a commitment fee on each 
closing date after the first one at the rate of %4 of 1% per annum on the principal 
amount of the Bonds delivered to Teachers on each such subsequent closing 
date. Telluride also proposes to pay to Kidder, Peabody & Company and 
Mitchum, Jones and Templeton an aggregate of $5,000 in finder’s and other fees 
for services rendered in connection with the proposed issuance of Bonds. 

The application states that the funds available from the proposed issuance 
after the payment of all issuance expenses estimated to amount to $10,000 (in- 
cluding the aforementioned finder’s and other fees), will approximate $848,500 
which will be used to (1) redeem $150,000 of short term bank loan obligations of 
Telluride, (2) reimburse Telluride’s treasury, in part, for construction expendi- 
tures approximating $693,000 heretofore made, and (3) provide a portion of 
the funds needed to carry on Telluride’s 1955 construction program estimated to 
amount to $750,000. 

Written notice of the application has been given to the Public Service Com- 
mission of Utah and to the Governor of that State. Notice has also been given 
by publication in the Federal Register on March 22, 1955 (20 F. R. 1709), 
stating that any person desiring to be heard or to make any protest with refer- 
ence to the application should file a petition or protest on or before April 1, 
1955. No protest, petition or request to be heard in opposition to the granting 
of the application has been received. 

The Commission finds: 

(1) Telluride is a public-service corporation and a licensee under Part I of 
the Federal Power Act, owning and operating Licensed Projects Nos. 814 and 
994, and develops, transmits and distributes power for sale or use in public 
service in a State which has not authorized and empowered a commission or 
other agency or agencies within said State to regulate and control the amount or 
character of securities to be issued by Telluride. 

(2) The proposed issuance of Bonds is an issuance of securities within the 
purview of Section 19 of the Federal Power Act. 

(3) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders, or through ownership of securities or otherwise between Telluride 
and Kidder, Peabody & Company, and Telluride and Mitchum, Jones and Temple- 
ton, and the fees in the aggregate amount of $5,000 proposed to be paid to them 
do not appear to be unreasonable under the circumstances of this case. 

(4) The total proceeds to be obtained from the proposed issuance of Bonds 
being less than $1,000,000, the proposed issuance and sale of the 1985 Series 
Bonds is exempt from the competitive bidding requirements of Section 34.1a (b) 
and (c) of the Commission’s General Rules and Regulations. 

(5) The proposed issuance and sale of the 1985 Series Bonds as hereinafter 
authorized will be for a lawful object, within the corporate purposes of Telluride 
and compatible with the public interest, which is appropriate for and consistent 
with the proper performance by Telluride of service as an electric utility, and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

(6) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of the Bonds, as described above, upon 
the terms and conditions and for the purposes specified in the application, be 
and the same hereby is authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transaction hereby authorized 
is consummated on or before December 31, 1955. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
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accounts, valuation, estimates or determinations of costs, or any other matter 
whatsoever which may come before this Commission, or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of prop- 
erty claimed or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 

Commissioner Stueck not participating. 


Declaration of exemption 
Mobile Gas Service Corp. 
Docket No. G-6859 


April 21, 1955 





Mobile Gas Service Corporation (Applicant) filed an application on Decem- 
ber 20, 1954, for exemption from the provisions of the Natural Gas Act, pursuant 
to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is an Alabama corporation, engaged in the transportation, 
distribution and sale of natural gas within the State of Alabama. 

(2) Applicant purchases interstate natural gas from United Gas Pipe Line 
Company (United), all of which gas is delivered by United and received by 
Applicant within the State of Alabama. 

(3) Applicant transports and delivers interstate natural gas to nine industrial 
customers, all within Mobile County, Alabama, for the account of United. Such 
gas is received for transportation by Applicant within the State of Alabama. 

(4) All natural gas received by Applicant is ultimately consumed within 
the State of Alabama, and all of Applicant’s facilities are located within the 
said State; and, 

(5) The Alabama Public Service Commission has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, service, and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 
Mobile Gas Service Corporation is exempt from the provisions of the Natural 


Gas Act, and the orders, rules, and regulations of this Commission issued pursuant 
thereto. 


Commissioner Stueck not participating. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G-7114 
April 21, 1955 





El Paso Natural Gas Company (Applicant), a Delaware Corporation whose 
address is El Paso, Texas, filed on January 17, 1955, an application for a 
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certificate of public convenience and necessity pursuant to Section 7 of the 
Natural Gas Act, authorizing Applicant to render service as hereinafter described, 
subject to the jurisdiction of the Commission, all as more fully represented in 
the application, which is on file with the Commission and open for public 
inspection. : 

Applicant proposes to construct and operate a tap on its Nogales line, together 
with necessary metering facilities, for the sale of natural gas to Arizona Public 
Service Company for resale in and adjacent to the Huachuca Vista subdivision 
near Ft. Huachuca in Cochise County, Arizona. The proposed construction is 
to be financed out of Applicant’s available treasury funds. 

Applicant has requested omission of the intermediate decision procedure and 
that its application be heard under the shortened procedure provided by Sec- 
tion 1.32 (b) (18 CFR 1.32 (b)) of the Commission’s Rules of Practice and 
Procedure. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 15, 1955, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of natural 
gas for resale for ultimate public consumption, and therefore is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its January 11, 1944 order in Docket No. G—288, 4 FPC 486. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transportation and sale for resale 
of natural gas in interstate commerce as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant, 
for the transportation and sale for resale of natural gas as therein set forth, 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) This proceeding is a proper one for disposition under the provisions of 
Section 1.32 (b) of the Commission’s Rules of Practice and Procedure, and 
sufficient cause exists for the Commission forthwith to render its final decision 
in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate 
the facilities hereinbefore described, subject to the jurisdiction of the Com- 
mission, all as more fully described in the application in this proceeding, for the 
transportation and sale for resale of natural gas as therein set forth, upon 
the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraph (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice and 
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Procedure, shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (2) of Section 157.20 
of the Commission’s Rules of Practice and Procedure is hereby fixed at 4 months 
from the date on which this order issues. 

(D) Applicant shall make the proposed sale and render the proposed service 
initially under Applicant’s presently effective Rate Schedules A-1 and B-1 as 
proposed, or any effective superseding rate schedule. 

Commissioner Stueck not participating. 


Declaration of exemption 


Piedmont Natural Gas Co., Inc. 
Docket No. G-8110 
April 21, 1955 


Piedmont Natural Gas Company, Inc. (Applicant) filed an application on 
December 10, 1954, for exemption from the provisions of the Natural Gas Act, 
pursuant to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant, a New York corporation, owns and operates a natural-gas 
distribution system within the State of North Carolina, for which it purchases 
interstate natural gas from Transcontinental Gas Pipe Line Corporation at 
five points, all within the said State. 

(2) All natural gas so received by Applicant is ultimately consumed within 
the State of North Carolina, and all of its facilities comprising the North 
Carolina systems are located within the said State and are not connected to 
any other of its gas transportation and distribution facilities. 

(3) The North Carolina Utilities Commission has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over the 
rates, service and facilities of Applicant’s North Carolina system. 

(4) Applicant owns and operates a natural-gas distribution system within 
the State of South Carolina for which it purchases interstate natural gas from 
Transcontinental Gas Pipe Line Corporation at three points, all within the 
State of South Carolina. 

(5) All natural gas so received by Applicant is ultimately consumed within 
the State of South Carolina, and all of its facilities comprising the South 
Carolina system are located within the said State and are not connected to 
any other of its gas transportation and distribution facilities. 

(6) The Public Service Commission of South Carolina has certified to the 
Federal Power Commission that it has and is exercising regulatory jurisdiction 
over the rates, service and facilities of Applicant’s South Carolina system. 

Wherefore, the Commission declares, by reason of the foregoing: 

Piedmont Natural Gas Company, Inc. is exempt from the provisions of the 
Natural Gas Act, and the orders, rules and regulations of this Commission issued 
pursuant thereto. 

Commissioner Stueck not participating. 
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Declaration of exemption 
State Fuel Supply Co. 
Docket No. G-8491 
April 21, 1955 


State Fuel Supply Company (Applicant) filed an application on February 18, 
1955, for exemption from the provisions of the Natural Gas Act pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission it appears that: 

(1) Applicant is a Delaware corporation, engaged in the transportation, dis- 
tribution and sale of natural gas in the State of Oklahoma. 

(2) Applicant purchases interstate natural gas from Cities Service Gas Com- 
pany through an emergency standby connection near the Town of Buffalo, within 
the State of Oklahoma. All other natural gas transported, distributed and sold 
by applicant is produced within the State of Oklahoma. 

(3) All natural gas received by Applicant is ultimately consumed within the 
State of Oklahoma, and all of its facilities are located within the said State. 

(4) The Corporation Commission of Oklahoma has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

State Fuel Supply Company is exempt from the provisions of the Natural 
Gas Act, and the orders, rules and regulations of this Commission issued 
pursuant thereto. 

Commissioner Stueck not participating. 


Order amending license (major) 
Georgia Power Co. 
Project No. 1218 
April 26, 1955 


Application was filed December 15, 1954, by Georgia Power Company, licensee 
for major Project No. 1218, located on the Flint River, navigable waters of the 
United States, in the vicinity of Albany, in Dougherty and Lee Counties, Georgia, 
for amendment of Article 18 of the license for the project, which is the amortiza- 
tion reserve provision inserted in the license pursuant to Section 10 (d) of the 
Federal Power Act. 

The license for Project No. 1218 was issued to Georgia Power Company on 
June 19, 1986, effective as of January 1, 1933, and the language of the amortiza- 
tion reserve provision of the license is that which was being used in such 
licenses issued at that time. Applicant states that the proposed change is 
necessary and desirable in order that the article may be placed upon a current 
basis and be in conformity with the amortization reserve provision which is 
inserted in licenses being issued for major projects at this time. 

The Commission finds: 

(1) The license, amended as hereinafter provided, is appropriate and it will 
not alter any of the basic facts upon which the license was issued. 
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(2) Public notice has been given as required by the Act. 

The Commission orders: 

(A) The license for Project No. 1218, which was issued to Georgia Power 
Company on June 19, 1936, effective as of January 1, 1933, is hereby amended, 
effective as of January 1, 1933, so that Article 18 thereof shall conform to the 
amortization reserve provision presently being used in licenses for major 
projects; said amendment being: 

Paragraph I. Article 18 of the license is amended to read as follows: 

Article 18. After the first twenty (20) years of operation of the project under 
the license, six (6) percent per annum shall be the specified rate of return on 
the net investment in the project for determining surplus earnings of the project 
for the establishment and maintenance of amortization reserves, pursuant to 
Section 10 (d) of the Act; one-half of the project surplus earnings, if any, ac- 
cumulated after the first twenty years of operation under the license, in excess 
of six (6) percent per annum on the net investment, shall be set aside in a 
project amortization reserve account as of the end of each fiscal year, provided 
‘that, if and to the extent that there is a deficiency of project earnings below 
six (6) percent per annum for any fiscal year or years after the first twenty 
years of operation under the license, the amount of such deficiency shall be 
deducted from the amount of any surplus earniags accumulated thereafter until 
absorbed, and one-half of the remaining surplus earnings, if any, thus cumula- 
tively computed, shall be set aside in the project amortization reserve account; 
and the amounts thus established in the project amortization reserve account 
shall be maintained therein until further order of the Commission. 

Paragraph II. This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect, and shall not in any way 
constitute a waiver of any other part, provision or condition of the license. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned 
to the Commission within 60 days from the date of issuance of this order. 

Commissioner Stueck not participating. 


Order further amending license (major) 
Georgia Power Co. 
Project No. 1951 
April 26, 1955 


Application was filed December 15, 1954, by Georgia Power Company, licensee 
for major Project No. 1951, located on the Oconee River, navigable waters of the 
United States, about 4.25 miles northeast of Milledgeville, in Baldwin, Hancock, 
Putnam, and Jones Counties, Georgia, and affecting lands of the United States 
under the supervision of the Soil Conservation Service, Department of Agricul- 
ture, for amendment of Article 20 of the license for the project, which is the 
amortization reserve provision inserted in the license pursuant to Section 10 (d) 
of the Federal Power Act. 

The license for Project No. 1951 was issued to Georgia Power Company on 
June 1, 1948, effective September 1, 1947, and the language of the amortization 
reserve provision of the license is that which was being used in such licenses 
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issued at that time. Applicant states that the proposed change is necessary and 
desirable in order that the article may be placed upon a current basis and be 
in conformity with the amortization reserve provision which is inserted in 
licenses being issued for major projects at this time. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, is appropriate and 
it will not alter any of the basic facts upon the license was issued. 

(2) Public notice has been given as required by the Act. 

The Commission orders: 

(A) The license for Project No. 1951, which was issued to Georgia Power 
Company on June 1, 1948, effective September 1, 1947, and was subsequently 
amended, is hereby further amended, effective as of September 1, 1947, so that 
Article 20 thereof shall conform to the amortization reserve provision presently 
being used in licenses for major projects; said amendment being: 

Paragraph I. Article 20 of the license is amended to read as follows: 

Article 20. After the first twenty (20) years of operation of the project under 
the license, six (6) percent per annum shall be the specified rate of return on 
the net investment in the project for determining surplus earnings of the project 
for the establishment and maintenance of amortization reserves, pursuant to 
Section 10 (d) of the Act; one-half of the project surplus earnings, if any, 
accumulated after the first twenty years of operation under the license, in excess 
of six (6) percent per annum on the net investment, shall be set aside in a 
project amortization reserve account as of the end of each fiscal year, provided 
that, if and to the extent that there is a deficiency of project earnings below 
six (6) percent per annum for any fiscal year or years after the first twenty 
years of operation under the license, the amount of such deficiency shall be 
deducted from the amount of any surplus earnings accumulated thereafter until 
absorbed, and one-half of the remaining surplus earnings, if any, thus cumula- 
tively computed, shall be set aside in the project amortization reserve account; 
and the amounts thus established in the project amortization reserve account 
shall be maintained therein until further order of the Commission. 

Paragraph II. This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect, and shall not in any way 
constitute a waiver of any other part, provision or condition of the license as 
heretofore amended. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned 
to the Commission within 60 days from the date of issuance of this order. 

Commissioner Stueck not participating. 


—-—--_—_——._ 


Order authorizing issuance of preferred stock 
Southern Utah Power Co. 
Docket No. E-6612 


April 27, 1955 


Southern Utah Power Company (Applicant), incorporated under the laws of 
the State of Utah, and qualified to do business as a foreign corporation in the 
State of Arizona, with its principal place of business at Cedar City, Utah, filed 
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an application on March 31, 1955, as amended April 22, 1955, for authorization, 
pursuant to Section 204 of the Federal Power Act, to issue 2,000 shares of 5% 
preferred stock (par value $100 per share). 

Applicant proposes to sell the shares at a private sale to The Lincoln National 
Life Insurance Company (Lincoln), Fort Wayne, Indiana, at a price of $100 per 
share plus accrued dividends from and including March 15, 1955, to the date of 
payment and delivery thereof. Applicant states that Lincoln will pay for and 
receive delivery of the 2,000 shares prior to June 14, 1955. The acquisition of 
the proposed issuance by Lincoln is stated to be for investment purposes and 
not for resale or distribution to the general public. 

The $200,000 in proceeds to be obtained from the proposed issuance will be 
used to discharge an unsecured promissory note of the Applicant in the principal 
amount of $200,000 which will mature July 1, 1955. That note, the application 
shows, was issued pursuant to authorization granted by the Commission’s order 
issued January 4, 1955, in Docket No. E-6587, 14 F. P. C. 505. 

Applicant proposes to pay to Smith, Polian & Co., Omaha, Nebraska, and 
Lester, Ryons & Co., Los Angeles, California, a finder’s fee in the aggregate 
amount of $5,000 for services rendered in connection with the placement of the 
proposed issuance. 

Written notice of the application has been given to the Public Service Com- 
mission of Utah and to the Corporation Commission of Arizona and to the 
Governor of each of those States. Notice of the application was also published 
in the Federal Register on April 9, 1955 (20 F. R. 2339), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before April 22, 1955. No protest or 
petition or request to be heard in opposition to the granting of the application 
has been received. 

The Arizona Corporation Commission by order dated April 13, 1955, author- 
ized Applicant to issue 2,000 shares of its 5% Preferred Stock in the manner 
as set forth above. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act, subject to the jurisdiction of the Commission 
as heretofore determined and set out in the Commission’s order issued June 7, 
1954, In the Matter of Southern Utah Power Company, Docket No. E-6562. 

(2) The proposed issuance and sale of 2,000 shares of preferred stock, as 
described above, will constitute an issuance of securities within the provisions 
of Section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the meaning 
of Section 204 (f) of the Federal Power Act, and the proposed issuance is, 
therefore, not exempt by virtue of that Section from the requirements of Sec- 
tion 204 of the Federal Power Act. 

(4) The proposed issuance of 2,000 shares of preferred stock, as described 
above, is exempted by the provisions of Section 34.la (a) (3) of the Commis- 
sion’s General Rules and Regulations from the requirements of competitive 
bidding. 

(5) There is no affiliation, direct or indirect, between Applicant and Smith, 
Polian & Co., or between Applicant and Lester, Ryons & Co., and the finder’s 
fee in the aggregate amount of $5,000, proposed to be paid to them, does not 
appear to be unreasonable under the circumstances of this case. 

(6) The proposed issuance of preferred stock as hereinafter authorized will 
be for a lawful object, within the corporate purposes of the Applicant and com- 
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patible with the public interest, which is appropriate for and consistent with 
the proper performance by the Applicant of service as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

(7) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of preferred stock, as described above, 
upon the terms and conditions and for the purposes specified in the application, 
be and the same hereby is authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transaction herein authorized 
is consummated within 90 days from the issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body, with respect to rates, services, 
accounts, valuation, estimates or determinations of costs, or any matter what- 
soever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Order further amending license (major) and issuing license (major) 
Pacific Gas and Electric Co. 
Projects Nos. 175 and 1988 
April 28, 1955 


Application was filed January 19, 1948, by Pacific Gas and Electric Company, 
licensee for major Project No. 175, located on North Fork of Kings River, 
navigable waters of the United States, and affecting lands of the United States 
within the Sierra and Sequoia National Forests. 

The application seeks further amendment of the license to authorize the con- 
struction, operation, and maintenance on lands of the United States of certain 
enlargements of and additions to the existing Balch Project as part of the com- 
prehensive plan of development of the North Fork of Kings River, and to exclude 
from the license certain lands in the project area in order that they may more 
properly be included within the project area of the Wishon, Haas, and Kings 
River projects to be licensed to Pacific Gas & Electric Company as Project 
No. 1988. 

Specifically, the requested changes and/or additions to the project works con- 
sist of: 

An increase in the height of the existing Balch Afterbay Dam of 32 feet to 
a total height above stream bed of about 158 feet; an increase in the capacity 
of the reservoir formed by the dam as raised by about 160 acre-feet; installa- 
tion of an additional penstock; enlargement of the existing powerhouse and 
installation therein of three additional 40,000 horsepower horizontal shaft double 
overhung impulse wheels direct-connected to three generators of 33,000 kva 
(0.85 PF) capacity each; a substation and switch house adjacent to the power- 
house; installation on the spare position of the existing Balch-Sanger 115-kv 
transmission line of a second circuit from Balch to Piedra, about 22 miles long; 
construction of a’short 230-kv tie line to connect to the proposed Haas to Piedro 
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substation 230-kv transmission line; and exclusion of certain lands to be in- 
cluded in the proposed license for Project No. 1988. 


All of the above changes and/or additions are more specifically shown and de- 
scribed by certain exhibits which formed part of the application for amendment 
of license and which are designated and described as follows: 





Exhibit | Dwg. No. | FPC No. | Title Supersedes 





ARR tpesnndineaiel 402190 175-99 | | Pale pape Reservoir Km (E-14006: FPC 175-98). 
| | and Tunnel 
MOA i. <ctsindchins | 402191 | 175-100 Balch Tunnel, Penstock, | Kx (E-14005 FPC 175-97). 
| Powerhouse and A fterbay. 
GA a dc dnctussen } 402192 175-101 | | Plan and Profile of Balch In part: L-22 (F PC 175-85). 
| Tunnel. 
| “General Bineitatatis and General Specifications of | | In part: Exhibit M as con- 
Mechanical, Electrical, and Transmission Equip- tained in license as 
ment For the Enlarged Balch Project’’ in two amended. 
sheets, filed January 19, 1948. 


Application was also filed on January 19, 1948 by Pacific Gas & Electric 
Company for license for proposed Project No. 1988 on Kings River, North Fork 
of Kings River, and on Helms Creek, in the vicinity of Fresno, Trimmer, and 
Piedra, in Fresno County, California, affecting navigable waters of the United 
States and lands of the United States within Sierra and Sequoia National 
Forests. 

As described in the application, the proposed project, to be known as “North 
Fork of Kings River Development,” would consist of: 

(a) All lands constituting the project area and enclosed by the project 
boundary or the limits of which are otherwise defined and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the applicant or by the United 
States, such project area and project boundary being more specifically shown 
and described by certain exhibits which formed a part of the application for 
license and which are designated and described as follows: 





Exhibit Dwg. No. | FPC No. Title 


402189 1988-1 | General Map. 

402171 1988-2 | Helms Reservoir—Wishon Project. 

402172 1988-3 | (Same as for K-1). 

402174 1988-4 | Wishon Reservoir—Wishon Project. 

402175 1988-5 | (Same as for K-3). 

402177 1988-6 | Profile of Haas Project and Plan of Upper Portion 
Wishon Project Transmission Line. 

402178 1988-7 | Plan of Haas Project—Middle Portion, and Wishon 
Project Transmission Line. 

402179 1988-8 | Plan of Haas Project—Lower Portion, and Wishon 
Project Tranmission Line. 

402181 1988-9 | Transmission Lines—Wishon and Haas Projects, 
402182 1988-10 | (Same as for K-8). 

402183 1988-11 | Profile of Kings River Project and Plan of Upper Por- 
tion—Haas Project Transmission Line. 

402184 1988-12 | Plan of Kings River Project—Lower Portion. 

402186 1988-13 | 230 Kv Transmission Line—Haas Powerhouse to 
Piedra Substation—Haas Project. 

402187 1988-14 | (Same as for K-12). 

402188 1988-15 | (Same as for K-12). 











(b) Principal structures consisting of: 

(i) Wishon Development: Two dams of rock-fill with concrete face: (a) Helms 
Dam on Helms Creek, approximately 290 feet high above stream bed, creating 
a reservoir with capacity of 102,500 acre-feet; (b) Wishon Dam on North Fork 
of Kings River, approximately 260 feet high above stream bed, creating a 
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reservoir with a capacity of 128,300 acre-feet; a tunnel about 1,500 feet long, 
and a penstock; A. E. Wishon Powerhouse, to house one turbine-generator unit 
of 19,000 horsepower and 15,000 kva (0.85 PF) capacity; a substation and 
switchyard; one 110-kv single-circuit transmission line about 10 miles long 
extending from the A. E. Wishon Powerhouse to the existing transmission line 
at Balch Powerhouse; and miscellaneous hydraulic, mechanical, and electrical 
facilities. 

(ii) Haas Development: A concrete arch diversion dam across North Fork of 
Kings River, about 60 feet high above stream bed, and a small auxiliary gravity 
dam about 10 feet high, creating a reservoir with an effective capacity of about 
300 acre-feet and extending upstream to the toe of the proposed Wishon Dam; 
a tunnel about 30,000 feet long, a differential surge chamber, and penstock; 
Haas Powerhouse, to house three turbine-generator units each of 50,000-horse- 
power and 40,000 kva (0.85 PF) capacity; a substation and switchyard; two 
230-kv transmission lines about 27 miles long from Haas Powerhouse to Piedra 
Substation; and miscellaneous hydraulic, mechanical, and electrical facilities. 

(iii) Kings River Development: An intake structure diverting water from 
the reservoir formed by the Balch Afterbay Dam on North Fork of Kings 
River enlarged as proposed in the pending application for amendment of the 
license for Project No. 175; a conduit about 20,200 feet long between the intake 
(located immediately above the enlarged Balch Afterbay Dam) and the pen- 
stock, this length including a siphon about 2,086 feet long crossing Dinkey 
Creek; a differential surge chamber; Kings River Powerhouse, to house one 
turbine-generator unit of 54,000 horsepower and 45,000 kva (0.85 PF) capacity ; 
a substation and switchyard; one double-circuit 230-kv transmission line ap- 
proximately one mile long from Kings River Powerhouse to connect with the 
Haas-Piedra Substation 230-kv double-circuit line; and miscellaneous hydraulic, 
mechanical, and electrical facilities. 


The location, nature, and character of which structures are more specifically 
shown and described by the exhibits hereinbefore cited and by another exhibit 
which formed part of the application for license and which is designated and 
described as follows: 

M: “General Descriptions and General Specifications of Mechanical, Electrical, 
and Transmission Equipment for the Wishon, Haas, and Kings River Projects” 
in two sheets, filed January 19, 1948. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as part of the project is 
approved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
or operation of the project. 

Commission action on the applications herein has been heretofore delayed 
pending receipt from the licensee of satisfactory evidence of an agreement 
between the licensee and the local irrigations interests for the use by the 
licensee of the waters involved in the applications for power purposes, as 
required in Commission order issued November 10, 1949, as amended, 8 FPC 348; 
10 FPC 460. 

In compliance with the order just referred to, the licensee made timely 
filing of a copy of executed “Agreement by Pacific Gas & Electric Company 
with Kings River Irrigation Interests for Power Use of the Waters of Kings 
River.” The agreement was signed by the Kings River Water Association and 
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all members thereof except Tranquillity Irrigation District. We understand 
that the latter offers no objection to the agreement, but does not intend to 
sign it because of its present involvement in certain litigation. Moreover, it 
appears that the District mentioned obtains substantially all of its water from 
the San Joaquin River and relatively a small amount from the Kings River 
when available only during years of high flow in that river. 

Also in compliance with the Commission’s order issued November 10, 1949 
as amended, the licensee made timely filing of a copy of executed “Agreement 
by Pacific Gas & Electric Company with Kings River Water District for Power 
Use of the Waters of Kings River.” It appears that the District named is not 
a member of the Kings River Water Association. 

In commenting on the licensee’s agreement with the Kings River Irrigation 
Interests, the Chief of Engineers, Department of the Army, in letter dated 
March 9, 1955, advised that the agreement is generally satisfactory from the 
standpoint of the Corps, but that the last sentence of Article 6 thereof would 
limit the authority of Pacific Gas & Electric Company and the United States 
in their negotiations of a contract between them, and, therefore, should be 
deleted. The sentence reads “Contracts by Pacific with the United States for 
use of Pine Flat Reservoir storage space shall. provide that storage of water 
for the account of Pacific shall be in accordance with the provisions of this 
Agreement.” 

In commenting on the agreement referred to in the paragraph immediately 
above, an Assistant Secretary of the Department of the Interior, in letter dated 
January 18, 1955, stated that in view of the fact that the United States Gov- 
ernment is not a party to the agreement and in view of the provisions of 
Section 27 of the Federal Power Act, the Department felt that any amendment 
of license issued should expressly assert that nothing therein is to be construed 
as affecting any irrigation water rights of the United States in and to the 
waters of the Kings River including Fresno Slough. 

Inasmuch as Commission approval of the aforementioned agreements with the 
water users is not necessary for the purposes of this order, there appears to 
be no good reason for including herein the reservations indicated by the Corps 
of Engineers and the Department of the Interior. 

In reporting on the application for amendment and application for license, 
the Corps of Engineers, then of the War Department, discussed problems 
relating to stream flow regulation, storage and appropriate reimbursement for 
regulatory storage space to be utilized in the Pine Flat Reservoir, and recom- 
mended certain special conditions for inclusion in any license issued substantially 
as hereinafter provided for. 

In reporting on the application for amendment and application for license, 
an Assistant Secretary of the Interior recommended for inclusion in any amend- 
ment and license issued, certain special conditions in the interests of fish and 
wildlife resources in the Kings River drainage basin substantially as hereinafter 
provided for. 

In reporting on the application for amendment and application for license, 
an Assistant Secretary of Agriculture recommended for inclusion in any amend- 
ment and license issued, certain special conditions in the interests of the National 
Forest lands affected substantially as hereinafter provided. 

The California Division of Fish and Game, Department of Natural Resources, 
in reporting on the applications, advised that no fish ladders will be needed; 
that the need for fish screens is a matter for future determination; and that 
determination of water releases below the dam is contingent upon detailed 
plans and operating schedules for the development. 
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According to the application for amendment of the license for Project No. 175, 
the applicant desires to begin construction of additions to the Balch Project 
after the aforementioned Agreement is completed with downstream water users, 
so as to complete construction of the enlarged project when upstream storage 
regulation will become available. The applicant proposes to begin construction 
18 months after such agreement is reached and to complete construction within 
2 years after commencement. 

According to the application for license for proposed Project No. 1988, the 
applicant desires to begin construction of the Wishon, Haas, and Kings River 
project works as soon as the aforementioned Agreement is completed with water 
users. The application bases its dates of beginning and completing of construc- 
tion as follows: 


WHEN AGREEMENT IS COMPLETED 





Complete 
Begin construction | construction 
from begin- 
ning date 


Project 


| 

| 

eng pnsinsinspeieitindemciqanptitescinmmsensitl 
| 
ats and Wishon Reser- | At once | 5 years, 


| 6 months 3 years. 
a ae | 2 years. 
A. E.W ea Powerhouse... + When economic conditions warrant and FPC directs 


The applicant contemplates further revisions in both Projects Nos. 175 and 
1988 which will change their respective acreage and transmission-line right-of- 
way, insofar as lands of the United States are concerned. 

With respect to the application for amendment of license for Project No. 175, 
the Commission finds: 

(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes for which the Sierra and Sequoia National 
Forests were created or acquired, and will not alter any of the basic facts 
upon which the license was issued. 

(2) The installed capacity of the project hereinafter authorized for the pur- 
pose of computing the capacity component of the administrative annual charges 
is 160,000 horsepower, and the amount of annual charges for reimbursing the 
United States for the costs of administration of Part I of the Act, based on 
such capacity, as hereinafter fixed and specified, is reasonable; and it is desirable 
to reserve for future Commission determination the amount of reasonable annual 
charges for the purpose of recompensing the United States for the use, oc- 
cupancy, and enjoyment of its lands or other property, including those used 
for transmission-line rights-of-way. 

(3) The “K” and “M” Exhibits designated and described hereinbefore as 
having been filed as part of the application for amendment conform to the 
Commission’s rules and regulations and should be approved as part of the 
license for the project; and the exhibits which they supersede should be elim- 
inated from the license. 

(4) Exhibits L-20A and L-23A (FPC Nos. 175-102 and 175-103) which were 
filed as part of the application require additional data thereon. 

With respect to the application for license for proposed Project No. 1988, 
the Commission finds: 

(1) On March 26, 1928, the Commission found that certain projects on the 
San Joaquin and Kings Rivers then under license would affect the interests 
of interstate and foreign commerce (8 FPC Ann. Rept. 130-2). Among those 
projects was Project No. 175 under license to San Joaquin Light & Power Cor- 
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poration, predecessor of Pacific Gas & Electric Company, which included, among 
other project works, the Wishon dam and reservoir and Helms dam and reser- 
voir. These two storage reservoirs were later eliminated by amendment from 
the license for Project No. 175 and are now parts of Project No. 1988. The said 
finding of March 26, 1928, is therefore applicable to Project No. 1988. 

(2) The applicant is a corporation organized under the laws of the State 
of California and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the 
purposes of a license for the project. 

(3) No conflicting application is before the Commission. Public notice has 
been given as required by the Act. 

(4) The project will affect the downstream Pine Flat dam under construc- 
tion by the United States for flood control and other public purposes, in that the 
Pine Flat dam and reservoir will provide storage space to re-regulate water 
releases from the project, but the issuance of a license as hereinafter provided 
will not otherwise affect the development of any water resources for public 
purposes which should be undertaken by the United States itself. 

(5) Under present circumstances and conditions and upon the terms and 
conditions hereinafter imposed, the project is best adapted to a comprehensive 
plan for the improvement and utilization of waterpower development, and for 
other beneficial public uses, including recreational purposes. 

(6) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative 
annual charges is 223,000 horsepower. 

(7) The amount of annual charges to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Federal Power Act is reasonable as hereinafter fixed and specified ; 
and it is desirable to reserve for future Commission determination the amount 
of reasonable annual charges for the purpose of recompensing the United States 
for the use, occupancy and enjoyment of its lands and other property, including 
those used for transmission-line rights-of-way. 

(8) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project, but Exhibit L (FPC No. 1988-16, —17, -18, 
and -19) drawings require additional data thereon. 

With respect to the two applications herein considered, the Commission finds: 

Pacific Gas & Electric Company has submitted satisfactory evidence of agree- 
ment providing for the use by Pacific Gas & Electric Company of the waters 
of Kings River involved for power purposes. 

I. With respect to the application for amendment of the license for Project 
No. 175, the Commission orders: 

(A) The license for Project No. 175 as amended is further amended, effec- 
tive as of April 1, 1955, to provide for the aforementioned enlargement of the 
project facilities including the installation of the additional generating capacity, 
and to include therein the additional special conditions set forth herein as 
additional Articles 22 through 25: 

Article 22. Subject to its compliance with Article 24 hereof, the Licensee 
shall commence construction within 18 months from the effective date of amend- 
ment and with due diligence shall complete the project within two years from 
date of commencement. 

Article 28. The Licensee shall, to the satisfaction of the Commission, make 
reimbursement for the regulatory power storage space, if any, reserved for the 
use of Project No. 175 in the Pine Flat reservoir. 
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Article 24. The Licensee shall submit, in accordance with the Commission’s 
rules and regulations, Exhibit “L” drawings showing the design of the power- 
house extension and the afterbay dam, and shall not begin construction of 
those structures until the Commission shall have approved these drawings. 

Article 25. The Commission expressly reserves the right to determine at a 
later date what transmission lines and appurtenant facilities, if any, shall be 
included in this license. 

(B) Paragraph A of Article 15 of the license is amended to read as follows: 

A. For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, one (1) cent per horsepower on the authorized 
installed capacity (160,000 horsepower), plus two and one-half (214) cents per 
1,000 kilowatt-hours of gross energy generated by the project during the calendar 
year for which the charge is made. 

(C) The exhibits referred to in finding (3) above with respect to the afore- 
mentioned application for amendment of license are approved as part of the 
license and the exhibits referred to therein as being superseded are eliminated 
from the license. 

II. With respect to the application for license for proposed Project No. 1988, 
the Commission orders: 

(A) This license is issued to Pacific Gas & Electric Company under the 
provisions of the Federal Power Act for a period of 30 years, effective as of 
April 1, 1955, for the construction, operation, and maintenance of Project No. 1988 
affecting navigable waters and lands of the United States, subject to the terms 
and conditions of the Act which is incorporated by reference as a part of this 
license, and subject to such rules and regulations as the Commission has issued 
or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-6, December 15, 1953, entitled “‘Terms and Conditions of License for 
Unconstructed Major Project Affecting Navigable Waters and Lands of the 
United States,” 16 F. P. C. 1121, except for Articles 9, and 15 through 18, thereof, 
which terms and conditions are attached hereto and made a part hereof; and 
subject to the following special conditions set forth herein as additional articles: 

Article 28. Subject to compliance with Article 38 hereof, the Licensee shall 
commence construction and, with due diligence, shall complete the project in 
accordance with the following schedule: 


Begin construction | Complete construc- 
within period tion within period 
Project works shown from the ef-| shown from date 
fective date of li- | of commencement 
cense 


One year.......... 5 years. 
3 years. 
Kings River. 3 years............| 2 years. 
A. E. Wishon powerhouse, Transmission line therefrom, and | Construction to begin when Commis- 
project works related to these. sion so directs. 


Article 29. At such times as the Commission may direct, provided that it is 
economically sound and in the public interest to do so, after notice and op- 
portunity for hearing, the Licensee shall construct additional project works to 
divert the flow of Post Corral and Fleming Creeks and take such other steps as 
may be required to utilize the water resources involved to the fullest extent 
economically feasible at the time. 

Article 30. The Licensee shall, prior to placing the initial unit in operation, 
enter into an agreement with the Secretary of the Army or other appropriate 
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offices of the United States for the reservation by the United States of sufficient 
power storage space in the Pine Flat reservoir to permit re-regulation of the 
stored waters released from the Licensee’s proposed project facilities. The use, 
storage, and discharge of waters from said re-regulatory power storage space 
shall at all times be controlled by such reasonable rules and regulations as may 
be prescribed by the Secretary of the Army in the interest of flood control. 

Article 31. The Licensee shall to the satisfaction of the Commission make 
reimbursement for the re-regulatory power storage space reserved for its use 
in the Pine Flat reservoir. 

Article 32. The Licensee shall design, construct, operate, and maintain all 
project facilities so as not to increase the rate of volume of inflow into the 
Pine Flat reservoir over that which would occur under natural conditions during 
periods when storage capacity in the Pine Flat reservoir reserved for flood 
control is being used. 

Article 38. The Licensee shall construct, maintain, and operate such pro- 
tective devices, and comply with such reasonable modifications of the project 
structures and operation of the project (including releases of water into stream 
beds) in the interest of fish and wildlife resources as may be prescribed hereafter 
by the Commission on the recommendation of the California Department of 
Fish and Game, and the Secretary of the Interior. 

Article 34. The Licensee shall design and construct the crests of the Helms 
and Wishon dams and spillway structures so that they can be used for a single 
lane road capable of carrying logging trucks and heavy fire equipment; and 
shall provide for a clear roadway at least 14 feet wide with turnouts not less 
than 22 feet wide and 100 feet long at approximately 1,000-foot intervals, and 
with satisfactory approaches at each end to permit the movement of such equip- 
ment, the designs to be in accordance with the “Specifications of the American 
Society State Highway Officials for H-20-S-16 Loading.” 

Article 35. The Licensee shall prior to impounding water clear all lands in 
the bottoms and margins of reservoirs between maximum highwater and four 
feet below minimum pool levels, shall clear and keep clear to an adequate width 
lands of the United States along open conduits, and shall dispose of all tem- 
porary structures, unused timber, brush, refuse, or inflammable material re- 
sulting from the clearing of the lands or from the construction and maintenance 
of the project works. In addition, all trees along margins of reservoirs which 
may die from operation of the reservoirs shall be removed. The clearing of the 
lands and the disposal of the material shall be done with due diligence and to 
the satisfaction of the authorized representative of the Commission. 

Article 36. The Licensee shall make every reasonable effort to maintain the 
water surfaces of the reservoirs as high as possible and with a minimum fluctua- 
tion from June 15 to September 15 of each year as is consistent with their 
primary purposes in order to secure the maximum recreational benefits; and 
shall exercise every means to prevent the pollution or contamination of surface 
and other waters and shall otherwise comply with applicable Federal, State, 
and County pollution laws. 

Article 37. Subject to the provisions of Section 10 (e) of the Act and the 
rules and regulations of the Commission thereunder, the Licensee shall, starting 
as of April 1, 1955, pay to the United States the following annual charges: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, one (1) cent per horsepower of the authorized 
installed capacity (223,000 horsepower), plus two and one-half (2%4) cents per 
1,000 kilowatt-hours of gross energy generated by the project during the calendar 
year for which the charge is made. 
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(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands or other property, including those used for trans- 
mission-line rights-of-way, an amount to be hereafter determined by the Com- 
mission. 

Article 38. The Licensee shall submit, in accordance with the Commission's 
rules and regulations, Exhibit “L” drawings showing the designs of the proposed 
structures; and Licensee shall not begin construction until the Commission shall 
have approved these drawings. 

Article 39. The Commission expressly reserves the right to determine at a 
later date what transmission lines and appurtenant facilities, if any, shall be 
included in this license. 

(C) The exhibits referred to in finding (8) above with respect to the afore- 
mentioned application for license are approved as part of the license. 

III. This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this instrument. In acknowledgment of the acceptance of this in- 
strument, the acceptance forms attached hereto relating to the amendment of 
license for Project No. 175 and to the license for Project No. 1988, respectively, 
shall be signed for the Licensee and returned to the Commission within 60 days 
from the date of issuance of this order. 


Findings and order issuing certificate of public convenience and necessity 
Atlantic Seaboard Corp. 
Docket No. G-6500 
April 29, 1955 * 


Atlantic Seaboard Corporation (Applicant), a Delaware corporation with its 
principal place of business at Charleston, West Virginia, filed an application on 
November 30, 1954, as amended on March 14, 1955, for a certificate of public 
convenience and necessity, pursuant to Section 7 of the Natural Gas Act, author- 
izing the construction and operation of natural gas transmission facilities, con- 
sisting of approximately 83.9 miles of 26-inch pipeline looping its existing 26-inch 
Cobb-Baltimore line in sections at various points in West Virginia, Virginia, and 
Maryland. Applicant also proposes and seeks authorization for the construction 
and operation of 2,000 additional horsepower at its existing Cleveland Com- 
pressor Station in Upshur County, West Virginia, making a total of 8,600 horse- 
power facilities at that station. 

Applicant states that its existing system is approximately 70,500 Mcf per 
day deficient in capacity to meet its estimated peak-day requirements during 
the 1955-56 winter, assuming each customer requests its estimated maximum 
day demand on the same day. The proposed facilities, operated in conjunction 
with Applicant’s existing system, will enable Applicant to meet the estimated 
requirements of its customers next winter. 

Applicant’s principal source of gas supply is purchased from United Fuel 
Gas Company (United Fuel) through the pooled supply of the Columbia Gas 
System, Inc. (Columbia). The record shows that Columbia should be able 
to meet the additional requirements proposed herein, in addition to its other 
system requirements. 


* Amended by order issued September 15, 1955, infra, p. 970. 
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Included in the gas expected to come to Applicant from United Fuel next 
winter is 25,000 Mcf per day from United Fuel’s X-56 storage field in Upshur 
County, West Virginia, which is attached directly to Applicant’s system, and 
will be transported through the proposed facilities. Applicant has transported 
United Fuel’s gas from Cobb, West Virginia, about 109 miles to the storage 
field during the summer, and next winter will withdraw gas which will be sold 
to it by United Fuel. Applicant transports this gas for United Fuel without 
a certificate and without charge. Upon being advised of this situation, Ap- 
plicant has expressed its willingness to apply for authority to transport gas 
for United Fuel’s account or to acquire the storage field. 

The total overall estimated cost of facilities proposed herein by Applicant 
is $9,281,500, to be financed by the sale of securities to its parent, the Columbia 
Gas System, Inc. 

Applicant has requested omission of the intermediate decision procedure and 
that its application be heard under the shortened procedure provided by Sec- 
tion 1.32 (b) (18 CFR 1.32 (b)) of the Commission’s Rules of Practice and 
Procedure, 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 22, 1955, respecting the matters involved in and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) Atlantic Seaboard Corporation, a Delaware corporation having its prin- 
cipal place of business at Charleston, West Virginia, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of March 16, 1943, in Docket No. G-—284, 3 F. P. C. 941. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transportation and sale for resale 
of natural gas in interstate commerce as an integral part of Applicant’s exist- 
ing pipeline system, and the construction and operation thereof by Applicant 
are subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 
CFR 157.20) should attach to the certificate hereinafter issued, and that the 
time within which construction of facilities authorized by this order shall be 
completed and in actual operation should be fixed at 8 months from the date 
on which this order issues. 

(6) Any certificate issued herein should require Applicant to file within 
60 days an application for certificate authorization to transport gas for United 
Fuel to the X-56 storage field or acquire the said field from United Fuel, and 
should be without prejudice to any action that may be taken by the Commission 
with respect to such filing. 

(7) This proceeding is a proper one for disposition under the provisions of 
Section 1.32 (b) of the Commission’s Rules of Practice and Procedure, and 
sufficient cause exists for the Commission forthwith to render its final decision 
in the instant proceeding. 
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The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Atlantic Seaboard Corporation to construct and op- 
erate the facilities hereinbefore described, all as more fully described in the 
application in this proceeding, for the transportation and sale for resale of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) Applicant shall file with the Commission, within 60 days from the date 
of issuance of the certificate herein, an application for certificate authorization 
to transport natural gas for United Fuel to the X-56 storage field or for au- 
thority to acquire said field from United Fuel, and the issuance of the certificate 
herein is without prejudice to any action that may be taken with respect to 
such filing. 

(C) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(D) The time within which the facilities herein authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of Sec- 
tion 157.20 of the Commission’s Rules and Regulations, is hereby fixed at 8 months 
from the date on which this order issues. 


Order directing physical connection of facilities and sale of natural gas 
Town of Somerville, Tenn. 
Docket No. G-2447 
April 29, 1955 


The Town of Somerville, Tennessee (Applicant), duly organized and existing 
municipality of the State of Tennessee, filed on June 2, 1954, and supplemented 
on July 21 and November 16, 1954, an application, pursuant to Section 7 (a) of 
the Natural Gas Act, for an order directing Trunkline Gas Company (Trunk- 
line) to establish physical connection of the latter’s transmission facilities with 
facilities proposed to be constructed by Applicant, and to sell and deliver a 
natural gas supply to Applicant for local distribution within the Towns and 
environs of Somerville and Oakland, Tennessee. 

Applicant proposes to construct and operate 13.64 miles of 4-inch lateral 
pipeline extending from the point of connection with Trunkline’s system to 
Somerville, Tennessee, and distribution systems in the Towns of Somerville and 
Oakland, Tennessee. The overall cost of Applicant’s proposed facilities is 
estimated to be $370,000, which is proposed to be financed by a bond issue of 
$380,000 to be paid off over a 30-year period at five percent interest. 

Applicant estimates that the third year peak-day requirement will be 510 Mcf, 
and the fifth year peak-day is estimated to be 724 Mcf. 

Trunkline, on June 18, 1954, filed an answer to the application, offering no 
objection to the requested order, provided the daily delivery requirement be 
limited to 724 Mcf and that Applicant execute a service agreement under Trunk- 
line’s Rate Schedule SG-1. 
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Due notice of the filing of the application, including publication in the Federal 
Register on June 29, 1954 (19 FR 3949), has been given. No protest or petition 
to intervene in this proceeding has been filed. 

The Commission jinds: 

(1) Trunkline Gas Company, a Delaware corporation having its principal 
offices at Wilmington, Delaware, is a “natural-gas company” within the meaning 
of the Natural Gas Act and subject to the jurisdiction of the Commission, as 
heretofore found by the Commission in its order of May 4, 1950, in Docket 
No. G-882, 9 F. P. C. 721. 

(2) The Town of Somerville, Tennessee (Applicant), a municipal corporation, 
is legally authorized to engage in the local distribution of natural gas. 

(3) It is necessary and desirable in the public interest to direct Trunkline 
to establish physical connection of its transmission facilities with the facilities 
proposed to be constructed and operated by Applicant, and to sell and deliver 
to Applicant up to 724 Mcf of natural gas per day, subject to Trunkline’s ap- 
propriate rate schedules on file with the Commission. 

(4) The requirement that Trunkline serve Applicant as proposed will not 
place an undue burden upon Trunkline nor require Trunkline to enlarge its 
transportation facilities for such purpose, nor impair its ability to render ade- 
quate service to its customers. 

The Commission orders: 

(A) Trunkline Gas Company be and it is hereby directed to establish physical 
connection of its transmission facilities at or near a point approximately 14 miles 
west of Applicant’s corporate limits with the proposed pipeline facilities of 
Applicant, together with such metering, regulating and appurtenant facilities 
as may be necessary to render the service applied for herein, and to sell and 
deliver to Applicant up to 724 Mcf of natural gas per day, pursuant to Trunk- 
line’s SG-1 Rate Schedule on file with the Commission. 

(B) Applicant shall be prepared to receive the natural gas service ordered 
herein within one year from the date of issuance of this order and shall enter 
into an SG—1 Service Agreement with Trunkline. 

(C) Trunkline shall report to the Commission in writing, under oath, the date 
of commencement of service to Applicant. 

(D) The issuance of the order herein is not and shall not be construed as 
approval by the Commission of the estimates and fees contained in the ap- 
plication. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G-4371 
April 29, 1955 


El Paso Natural Gas Company (Applicant), a Delaware corporation whose 
address is El Paso, Texas, filed application on November 1, 1954, which was 
supplemented on November 26, 1954, and February 18, 1955,1 for a certificate 
of public convenience and necessity pursuant to Section 7 of the Natural Gas 
Act, authorizing Applicant to render service as hereinafter described, subject 


1 Applicant, by its second supplement, has stated that it would accept a condition 
relative to the accounting procedure to be followed regarding its contribution in aid of 
construction, but in so doing reserves its rights to claim the amount as a part of its rate 
base in the determination of its cost of service for rate-making purposes. 
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to the jurisdiction of the Commission, all as more fully represented in the ap- 
plication which is on file with the Commission and open for public inspection. 

Applicant proposes to operate its Avondale Meter Station for the sale and 
delivery of natural gas to Arizona Public Service Company (Public Service) 
for resale by Public Service in and adjacent to the towns of Wickenburg, El 
Mirage, Surprise, and Youngtown, and in the Dysart School Community,? all 
in Maricopa County, Arizona. These towns and communities are located along 
the route of a proposed pipeline to be constructed and operated by Public 
Service. The estimated cost is $490,000, and Applicant will finance 72.33 per- 
cent of the cost of this line from funds on hand as a contribution in aid of 
construction to Public Service. 

Applicant has requested omission of the intermediate decision procedure and 
that its application be heard under the shortened procedure provided by Sec- 
tion 1.32 (b) (18 CFR 1.32 (b)) of the Commission’s Rules of Practice and 
Procedure. ; 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 22, 1955, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of natural 
gas for resale for ultimate public consumption, and therefore is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its January 11, 1944 order in Docket No. G—288, 4 F. P. C. 486. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transportation and sale for resale 
of natural gas in interstate commerce as integral parts of Applicant’s existing 
pipeline system, and the operation thereof by Applicant is subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed operation of the facilities by Applicant for the transporta- 
tion, and sale for resale of natural gas as therein set forth, are required by the 
public convenience and necessity, and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(5) This proceeding is a proper one for disposition under the provisions of 
Section 1.32 (b) of the Commission’s Rules of Practice and Procedure, and 
sufficient cause exists for the Commission forthwith to render its final decision 
in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El] Paso Natural Gas Company to operate the facilities 
hereinbefore described, subject to the jurisdiction of the Commission, all as 
more fully described in the application in this proceeding, for the transportation 
and sale for resale of natural gas as therein set forth, upon the terms and 
conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 


2 Includes communities of Beardsley, Burnstein, Cactus, Ennis, Morristown, and Wittman. 
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of the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the operations hereby authorized shall be com- 
menced as provided by paragraph (2) of Section 157.20 of the Commission's 
Rules of Practice and Procedure is hereby fixed at 8 months from the date on 
which this order issues. 

(D) Applicant shall make the proposed sale and render the proposed service 
initially under Applicant’s presently effective Arizona Rate Schedules A-1 and 
B-1 as proposed, or any effective superseding rate schedule. 

(E) Applicant shall charge the aforesaid Contribution in Aid of Construction 
to Account No. 146, Other Deferred Debits, and amortize such amount by equal 
annual charges over a 20-year period to Account No. 787.3, Miscellaneous Sales 
Expenses. 


Findings and order directing sale and delivery of natural gas 
Panola-Quitman Natural Gas District 
Docket No. G-6750 
April 29, 1955 


Panola-Quitman Natural Gas District (Applicant), a public entity organized 
and existing under the laws of Mississippi, address Sledge, Mississippi, filed on 
December 13, 1954, an application pursuant to Section 7 (a) of the Natural 
Gas Act for an order directing Trunkline Gas Company (Trunkline) to establish 
physical connection of its transportation facilities with Applicant’s proposed 
natural gas system facilities, and to sell natural gas to the Applicant for dis- 
tribution to the public in an area consisting principally of the municipalities 
of Crenshaw and Sledge, Mississippi. 

Applicant’s annual gas requirements are estimated to be 34,679 Mcf for the 
first year of operation and 61,988 Mcf for the fifth year. Its first year peak day 
requirement is estimated to be 393.6 Mcf and its fifth year peak day 577.7 Mcf. 

In order to take delivery of natural gas from Trunkline, Applicant proposes 
to interconnect its facilities with those of Trunkline near a point where Trunk- 
line’s pipeline crosses the county road near Horatio, Mississippi. From that 
point Applicant proposes to construct approximately 8.1 miles of pipeline west 
to Mississippi State Highway No. 3 where it will be interconnected with a pipe- 
line to be constructed approximately 3.25 miles north to Crenshaw and 1.9 miles 
south to Sledge. The estimated cost of the proposed transmission and dis- 
tribution facilities is $244,000, to be financed by Applicant from a natural gas 
system revenue bond issue. 

On February 4, 1955, Trunkline filed an answer to the application in which 
it offered no objection thereto and requested only that any order be conditioned 
on the signing of an appropriate service agreement under its Rate Schedule SG—1 
containing obligations not exceeding Applicant’s estimated fifth year peak day 
requirements; on Trunkline’s not being required to construct at its own cost 
and expense facilities other than necessary regulating and measuring facilities; 
and on the Applicant’s construction of any necessary interconnecting pipeline. 
These conditions appear to be consistent with the Applicant’s proposals. 

Due notice of the application herein was published in the Federal Register on 
February 2, 1955 (20 FR 722). No petition to intervene or profest to the granting 
of the application has been received. 


468917—59——47 
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The Commission finds: 

(1) Trunkline, a Delaware corporation having its principal place of business 
at Houston, Texas, is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, and is therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission, 
9 F. P. C. 721. 

(2) Applicant is a public entity organized and existing under the laws of the 
State of Mississippi and is a municipality legally authorized to engage in the 
local distribution of natural gas to the public within the meaning of the Natural 
Gas Act. 

(3) It is necessary and desirable in the public interest to direct Trunkline to 
establish physical connection of its transmission system with the facilities 
proposed to be constructed and operated by the Applicant; to sell and deliver 
to Applicant not over 578 Mcf of natural gas per day under Trunkline’s Rate 
Schedule SG—1 and to provide at its own cost and expense the regulating and 
measuring facilities, but no other facilities, necessary to the sale and delivery 
of natural gas to the Applicant. 

(4) The requirement that Trunkline serve Applicant, as proposed, will not 
place an undue burden upon Trunkline, and not require it to enlarge its trans- 
portation facilities for such purpose, nor impair its ability to render adequate 
service to its existing customers. 

The Commission orders: 

(A) Trunkline be and it is hereby directed to establish physical connection 
with the facilities of Applicant; to sell and deliver to Applicant not over 578 Mcf 
of natural gas per day; and to provide at its own cost and expense the regulating 
and measuring facilities, but no other facilities, necessary to the sale and delivery 
of natural gas to the Applicant: Provided, however, That if applicant shall not 
have commenced the purchase of natural gas from Trunkline by June i, 1956, 
as herein directed, Trunkline shall be relieved of the duty to render the service 
herein ordered; and Provided, further, That prior to the delivery of natural gas 
by Trunkline to Applicant, Applicant shall have executed an appropriate service 
agreement under Trunkline’s Rate Schedule SG-1 providing for the delivery by 
Trunkline of not over 578 Mcf per day. 

(B) Trunkline shall report to the Commission, in writing and under oath, 
the date of commencement of service to Applicant. 


Findings and order issuing certificate of public convenience and necessity 
Gulf Interstate Gas Co. 
Docket No. G-6863 
April 29, 1955 


Gulf Interstate Gas Company (Applicant), a Delaware corporation having 
its principal place of business in Houston, Texas, filed an application on Jan- 
uary 10, 1955, pursuant to Section 7 of the Natural Gas Act. Supplements to 
the application were filed on February 28, 1955, and March 18, 1955. The ap- 
plication requests authority to construct and operate an experimental compressor 
station near Stanton, Kentucky, at the site of what will be Applicant’s Com- 
pressor Station No. 1. The experimental station is to be operated as an un- 
attended “satellite” station, controlled by personnel at Applicant’s Compressor 
Station No. 2, eighty miles distant, at Clementsville, Kentucky. 
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The compressor unit to be installed on Applicant’s existing 30-inch line will 
be a 3,500 horsepower, four-cycle, turbo-charged, vertical gas engine, driving 
a centrifugal compressor through a speed increaser. Applicant alleges that no 
other units of this kind are being operated by any gas transmission company. 
Applicant intends to operate the centrifugal station on a standby basis for a 
test period! in order to determine the economics and feasibility of the non- 
attended operation. No change will be made in existing authorized operations, 
and the experimental station will not be used to increase the capacity of Ap- 
plicant’s system or the daily or annual volumes of gas to be transported. 

If Applicant desires to utilize the equipment on a permanent basis, it intends 
to request further certificate authorization therefor prior to the termination of 
the test period. On the other hand, if the experiment proves unsuccessful, it is 
estimated that approximately $450,000 out of a total original cost of $730,000 
could be salvaged. Title to the engine units with certain appurtenant facilities 
valued at $330,000 will be retained by the manufacturer during the test period. 
Applicant has an option to purchase such equipment at the end of the test period. 

Applicant represer.is that the estimated total cost of the project will be de- 
frayed from current funds avsilable to the Company and that no additional 
financing will he required. 

Pursuant to Cue notice, a rf blic hearing was held in Washington, D. C., on 
April 20, 1955, respecting the matt 1s involved in and the issues presented by 
the applicatiou. No protests to the application have been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
in Houston, Texas, owns and operates, among other facilities, a natural-gas 
transmission pipeline system in several states, and by such operation Applicant 
is engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its Opinion 
No. 251 and accompanying order issued May 20, 1953, in Docket No. G—2058, 
12 F. P. C. 116. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as an integral part of the Applicant’s existing pipeline system, 
and the construction and operation thereof by the Applicant are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities limited to the 
test period, as hereinbefore described, are required by the public convenience 
and necessity, and a certificate therefor should be issued as hereinafter ordered. 

(5) The public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1) and (5) of Section 157.20 of the Com- 
mission’s Rules of Practice and Procedure (18 CFR 157.20) should attach to 
the issuance of the certificate hereinafter issued, and to the exercise of the rights 
granted thereunder, and that Applicant should file a complete report with the 


Commission on the project if it decides to abandon it at the termination of the 
test period. 


1 The test period will terminate at 15 months from the date of shipment to the Ap- 
Plicant of the engine and appurtenant facilities. 
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The Commission orders: 

(A) A certificate of public convenience and necessity, limited to the test 
period hereinbefore described, is hereby issued authorizing Applicant to con- 
struct and operate the facilities hereinbefore described for the transportation 
of natural gas, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) If Applicant should elect to utilize the proposed equipment on a per- 
manent basis after termination of the test period hereinbefore described, it shall 
make appropriate application therefor at least 60 days prior to the end of the 
test period. 

(C) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1) and (5) of Section 157.20 of the Commission’s Rules of 
Practice and Procedure shall attach to the issuance of the certificate granted in 
paragraph (A) hereof, and to the exercise of the rights granted thereunder. 

(D) If the project is abandoned, Applicant shall file within 3 months after 
termination of the test period a complete report giving the actual capital costs 
of the project to Applicant, the costs of operation and fixed charges, and a 
summary of the results of the experiment. 

(E) The test period, for which operation of the facilities is authorized in 
paragraph (A), shall commence with the date of shipment of the compressor 
equipment by the manufacturer as set forth in the letter agreement between 
Applicant and the manufacturer dated December 23, 1954. 


Order rejecting proposed notice of termination of rate schedule 
and rejecting proposed related rate filing 


Hassie Hunt Trust 
May 2, 1955 


Hassie Hunt Trust (Hassie Hunt), on March 21, 1955, filed a notice of ter- 
mination! of its FPC Gas Rate Schedule No. 8, which pertains to a sale of natural 
gas to Louisiana Natural Gas Corporation (Louisiana) in Maxie Field, Acadia 
Parish, Louisiana, at a price of 9.997 cents per Mcf. On the same date, Hassie 
Hunt filed a supplemental agreement? with Transcontinental Gas Pipe Line 
Corporation (Transco), providing that the natural gas now being sold to 
Louisiana be sold to Transco at a price of 17 cents per Mcf, and that such 
amount of gas be added to Hassie Hunt’s FPC Gas Rate Schedule No. 3, covering 
sales of gas to Transco in Maxie Field. 

Hassie Hunt bases its proposed termination upon the terms of the supple- 
mentary agreement to its basic contract with Louisiana, which provides that 
if Hassie Hunt receives an offer of 1 cent or more per Mcf above the price 
being paid by Louisiana, Louisiana shall have the right within 60 days to 
meet such offer or to refuse. Hassie Hunt, on April 29, 1954, received an offer of 
17 cents per Mcf for such gas from Transco. Hassie Hunt, having received no 
offer from Louisiana within the 60 days period, accepted Transco’s offer, to be 
effective May 1, 1955. 


1 Tentatively designated as Supplement No. 3 to Hassie Hunt Trust FPC Gas Rate 
Schedule No. 8. 

2 Tentatively designated as Supplement No. 2 to Hassie Hunt Trust FPC Gas Rate 
Schedule No. 3. 
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The notice of termination of Hassie Hunt’s FPC Gas Rate Schedule No. 8 
constitutes an abandonment) of sale and service without the permission and 
approval of the Commission first had and obtained after hearing, pursuant to 
Section 7 (b) of the Natural Gas Act. 

Moreover, the proposed sale of the above-described natural gas to Transco 
constitutes a new service without a certificate of public convenience and necessity 
under Section 7 (c) of the Natural Gas Act. 

The Commission finds: 

(1) The notice of termination filed March 21, 1955, purporting to abandon the 
sale and service of natural gas to Louisiana Natural Gas Corporation without 
prior approval by the Commission, pursuant to Section 7 (b) of the Natural 
Gas Act, should be rejected. 

(2) The proposed rate filing for sale of natural gas to Transcontinental Gas 
Pipe Line Corporation without a certificate of public convenience and necessity, 
pursuant to Section 7 (c) of the Natural Gas Act, should be rejected. 

The Commission orders: 

(A) Hassie Hunt Trust’s proposed notice of termination, tentatively desig- 
nated as Supplement No. 3 to Hassie Hunt’s FPC Gas Rate Schedule No. 8, be 
and the same is hereby rejected. 

(B) Hassie Hunt Trust’s supplementary agreement, tentatively designated 
as Supplement No. 2 to Hassie Hunt’s FPC Gas Rate Schedule No. 3, be and the 
same is hereby rejected. 

Commissioner Stueck not participating. 


Order authorizing issuance of securities 
Idaho Power Co. 
Docket No. E-6617 
May 3, 1955 


Idaho Power Company (Applicant), incorporated under the laws of the 
State of Maine, and qualified to do business as a foreign corporation in the 
States of Idaho, Nevada and Oregon, with its principal place of business in 
Boise, Idaho, filed an application on April 15, 1955, for authorization pursuant 
to Section 204 of the Federal Power Act, to reclassify each of its 1,125,000 
presently outstanding shares of common stock (par value $20 per share), into 
two shares with a par value of $10 per share resulting in a total of 2,250,000 
shares. 

According to the application the reclassification will be accomplished through 
an amendment of Applicant’s certificate of organization4 This amendment, 
which is to be submitted to Applicant’s stockholders for approval on May 4, 
1955, provides that the outstanding certificates representing Applicant’s $20 par 
value common stock will upon conversion remain outstanding and represent 
1,125,000 shares of the proposed new $10 par value issue. To evidence owner- 
ship of the remaining 1,125,000 shares of this new common stock the amendment 
provides for the receipt by each stockholder of the Applicant of an additional 
certificate or certificates representing a number of shares equal to the number 
of shares represented by the existing certificates held. 


1 To complete this amendment it will be necessary for the Applicant, among other things, 
to secure the prior approval of its stockholders to the proposed change and thereafter to 
file the approved change with the Secretary of State of Maine. 
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The Applicant anticipates that all action leading to the amendment of its 
certificate of organization will be completed by May 11, 1955, which date will 
be taken to determine the record of the Applicant’s stockholders to be affected 
by the common stock reclassification. 

To maintain the existing voting parity between the holders of the 200,000 out- 
standing shares of Applicant’s 4% perferred stock (par value $100 per share) ,? 
who are presently entitled to five votes per share at all stockholders’ meetings 
and the holders of Applicant’s presently outstanding $20 par value common 
stock who are entitled to one vote per share at all stockholders’ meetings, the 
Applicant proposes to amend its by-laws to provide that upon the taking effect 
of the reclassification of its common stock each share of its preferred stock will 
carry 10 votes at all stockholders’ meetings. Those certificates currently evi- 
dencing the 200,000 outstanding shares of 4% preferred stock will not be ex- 
changed but will remain outstanding to represent the modified preferred stock. 

The Applicant states that this revision of the voting rights of its 4% preferred 
stock will be voted on at its forthcoming annual meeting to be held May 4, 1955, 
along with the proposed amendment of its certificate of organization. All voting 
rights of Applicant’s preferred and common stocks are, by its certificate of 
organization, as determined in the by-laws of the Applicant. 

Applicant does not propose to effect any other change in the 200,000 shares of 
its 4% preferred stock which are currently outstanding. 

In summary then, upon the consummation of the proposed reclassification the 
Applicant will have a total of 2,250,000 issued and outstanding shares of common 
stock (par value $10 per share) carrying one vote per share and 200,000 issued 
and outstanding shares of 4% preferred stock (par value $100 per share) 
carrying 10 votes per’share. 

The application states that the proposed reclassification will broaden the 
market for Applicant’s common stock and will increase the saleability of such 
stock as well as that of other of its securities. This, it is stated, should result 
in lower capital costs to the Applicant. 

Written notice of the application has been given to the Public Utilities Com- 
mission of Idaho, the Public Service Commission of Nevada, and the Public 
Utilities Commissioner of Oregon, and to the Governor of each of those States. 
Notice of the application has also been given by publication in the Federal 
Register on April 23, 1955 (20 F. R. 2743-2744). The notice given stated that 
any person desiring to be heard, or to make any protest with reference to the 
application, or to request further time within which to request to be heard or 
to make any protest with reference to the application, should, on or before the 
29th day of April, 1955, file with the Federal Power Commission, Washington 25, 
D. C., a petition or protest, as the case may be, in accordance with the Com- 
mission’s General Rules and Regulations. No protest or petition or request 
for additional time within which to request to be heard or to make any protest 
has been received. 

The Commission /inds: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of Maine. It owns and operates facilities for (a) the transmission and 
sale at wholesale of electric energy which is generated in the State of Idaho 
and consumed in the States of Oregon, Utah and Montana, (b) the transmission 
of electric energy which is generated in Idaho and consumed in Nevada, (c) the 
transmission of electric energy which is generated in the States of Washington, 
Montana and Utah and consumed in the State of Idaho, all of which facilities 
are in addition to and do not include facilities used for the generation of electric 


2 These shares represent Applicant’s only series of preferred stock. 
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energy, facilities used in local distribution, or only for the transmission of electric 
energy in intrastate commerce, or facilities for the transmission of electric 
energy consumed wholly by the transmitter, and Applicant is, therefore, a public 
utility within the meaning of that term as used in Section 204 of the Federal 
Power Act. 

(2) The Applicant’s issuance of 2,250,000 shares of common stock with a 
par value of $10 per share which will result from the aforedescribed reclassifica- 
tion will constitute an issuance of securities within the purview of Section 204 
of the Federal Power Act. 

(3) The modification of the voting rights of the 200,000 outstanding shares of 
Applicant’s 4% preferred stock, all as described above, will constitute an is- 
suance of securities within the purview of Section 204 of the Federal Power Act. 

(4) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the meaning 
of Section 204 (f) of the Federal Power Act, and the proposed issuances of 
securities are, therefore, not exempt by virtue of that Section from the require- 
ments of Section 204 of the Act. 

(5) The proposed issuances of securities as hereinafter authorized will be for 
a lawful object, within the corporate purposes of the Applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by the Applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

(6) The public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuances of securities, as described above, upon the terms 
and conditions and for the purposes specified in the applicatien, be and the same 
are hereby authorized subject to the provisions of this order. 

(B) This authorization shall expire unless the transaction herein authorized 
is consummated within 90 days from the issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body, with respect to rates, services, 
accounts, valuation, estimates or determinations of costs, or any matter what- 
soever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obliga- 


tion on the part of the United States in respect of any Securities to which this 
order relates. 


Order rejecting rate filings 


Midstates Oil Corp., Cities Service Oil Co., Forest Oil Corp., et al., 
Otis Garrett, Midwest Oil Corp., Rose Rudman, et al., Benjamin F. Wood 


May 5, 1955 


Midstates Oil Corporation (Midstates) on March 22, 1955, filed Supplements 
Nos. 4 through 8 to its FPC Gas Rate Schedule No. 39, all of which relate to 
its sale of gas to Tennessee Gas Transmission Company (Tennessee) in De Soto 
Parish, Louisiana. Supplements Nos. 4 through 7 contain a rate of 8.64756¢. 
Supplement No. 8 proposes an increase to 13.13537¢ per Mcf effective as of No- 
vember 1, 1954. Midstates’ gas is included in the gas which is sold to Tennessee 
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by Skelly Oil Company (Skelly), as operator, pursuant to a contract between 
Tennessee and Skelly, which Skelly on its own behalf but not on behalf of 
Midstates, has heretofore filed with the Commission. Midstates is not a party 
to the foregoing contract, but has filed such contract as the basic document 
making up its FPC Gas Rate Schedule No. 39. 

Midstates on March 22, 1955, also filed its FPC Gas Rate Schedule No. 47 
and Supplements Nos. 1 through 7 thereto, all of which relate to its sale of 
natural gas from the Edmond Gasoline Plant in Oklahoma County, Oklahoma, 
to Cities Service Gas Company. Rate Schedule No. 47 and Supplements Nos. 1 
through 6 contain a rate of 7.5¢ per Mcf in effect as of June 7, 1954. Supple- 
ment No. 7 proposes an increase to 8.5¢ per Mcf effective as of April 1, 1955. 
Midstates’ gas is included in the gas which is sold to Cities Service Gas Company 
pursuant to a contract between Phillips Petroleum Company (Phillips) and 
Continental Oil Company (Continental), as plant operators, and Cities Service 
Gas Company. The proposed increase is included in Phillips’ filing suspended 
at Docket. No. G-8653. Midstates is not a party to the foregoing contract, but has 
filed such contract as the basic document making up FPC Gas Rate Schedule 
No. 47. 

Cities Service Oil Company on March 28, 1955, filed its FPC Gas Rate Schedule 
No. 68 and Supplements Nos. 1 through 7 thereto, all of which relate to its sales 
of natural gas from the Edmond Gasoline Plant to Cities Service Gas Company. 
Rate Schedule No. 68 and Supplement Nos. 1 through 6 thereto contain a rate 
of 7.5¢ per Mcf as of June 7, 1954. Supplement No. 7 proposes an increase to 
8.5¢ per Mcf effective as of April 1, 1955. The gas of Cities Service Oil Company 
is included in the gas which is sold to Cities Service Gas Company pursuant to 
a contract between Phillips and Continental, as plant operators, and Cities 
Service Gas Company. The proposed increase is included in Phillips’ filing 
suspended at Docket No. G-8653. Cities Service Oil Company is not a party to 
the foregoing contract, but has filed such contract as the basic document 
making up its FPC Gas Rate Schedule No. 68. 

Forest Oil Corporation, et al. (Forest), on March 31, 1955, filed Supplement 
No. 2 to its FPC Gas Rate Schedule No. 7 proposing an increase in rate from 
9.326634 per Mcf to 10,22663¢ per Mcf for the sale of its gas in Cameron Parish, 
Louisiana, to Tennessee Gas Transmission Company. Forest’s gas is included 
in the gas which is sold to Tennessee by Sohio Petroleum Company (Sohio) 
pursuant to a contract between Tennessee and Sohio, as operator, which Sohio 
has filed on its own behalf but not on behalf of Forest. Forest is not a party 
to the foregoing contract, but has filed such contract as the basic document 
making up its FPC Gas Rate Schedule No. 7. 

Otis Garrett (Garrett) on March 28, 1955, filed its Rate Schedule No. 1 con- 
curring in Sohio’s FPC Gas Rate Schedule No. 7 and Supplements Nos. 1 through 
9 thereto, of which Supplement No. 9 provides for an increase from 7.5¢ per 
Mcf to 8.5¢ for the sale of gas by Sohio from the Edmond Gasoline Plant to 
Cities Service Gas Company pursuant to a contract between Sohio and Cities 
Service Gas Company. Garrett’s gas is included in the gas which is sold by 
Sohio to Cities Service Gas Company. Sohio has heretofore filed the foregoing 
contract to which Garrett is not a party. 

Midwest Oil Corporation (Midwest) on March 30, 1955, filed its FPC Gas 
Rate Schedule No. 7 concurring in Southwest Gas Producing Company Inc.’s 
(Southwest) FPC Gas Rate Schedule No. 2. and Supplement No. 1 thereto, 
providing for an increase from 12.86¢ per Mcf to 13.36¢ per Mcf for the sale of 
natural gas by Southwest to Mississippi River Fuel Corporation (Mississippi), 
in North Ruston Field, Lincoln Parish, Louisiana, pursuant to contract between 
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Southwest and Mississippi. Midwest’s gas is included in the gas which is sold by 
Southwest to Mississippi. Southwest has heretofore filed the foregoing contract 
to which Midwest is not a party. 

Rose Rudman, et al. (Rudman), on March 28, 1955, filed its FPC Gas Rate 
Schedule No. 2, concurring in Skelly’s FPC Gas Rate Schedule No. 15 and Sup- 
plements Nos. 1 through 3 thereto relating to the sale of natural gas by Skelly 
to Texas Gas Transmission Corporation (Texas Gas) in Carthage Field, Panola 
County, Texas, pursuant to a contract between Skelly and Texas Gas. Rudman’s 
gas is included in the gas which is sold by Skelly to Texas Gas. Skelly has 
heretofore filed the foregoing contract to which Rudman is not a party. 

Benjamin F. Wood (Wood) on March 28, 1955, filed its FPC Gas Rate Schedule 
No. 1, concurring in Ashland Oil and Refining Company’s (Ashland) FPC Gas 
Rate Schedule No. 36 and Supplements Nos. 1 through 4 thereto, relating to the 
sale of natural gas by Ashland to Arkansas Louisiana Gas Company (Arkansas 
Louisiana) in Waskom Field, Harrison County, Texas, pursuant to a contract 
between Ashland and Arkansas Louisiana. Wood's gas is included in the gas 
which is sold by Ashland to Arkansas Louisiana. Ashland has filed the fore- 
going contract to which Wood is not a party. 

Thus, Midstates, Cities Service Oil Company, and Forest are not signatories 
to the above-described certain contracts and Garrett, Midwest, Rudman and 
Wood concur in but are not signatories to the above-described certain contracts. 
Question arises as to whether, in the reasonable administration of the Natural 
Gas Act, such persons subject to the provisions of that Act who have not signed 
basic contracts between sellers and purchasers, as described above, should be 
permitted or required to file, or adopt by concurrence as its rate schedule the 
basic contract between seller and purchaser. No substantive rights of such 
persons, who are not signatories to such contracts, under the sales contracts in 
question are affected to their detriment or disadvantage if the basic filing by 
the operators are taken as the filings of the independent producers. Nor are 
the interests of the purchasers affected in any way since there can be no aban- 
donment of service other than in the manner provided by the Natural Gas Act. 
It therefore, appears reasonable and proper in the public interest to limit rate 
filings so that the basic contract for sale and purchase may be taken as the 
rate schedule affecting all persons whose gas is sold under such basic contracts. 
Under the above-described contracts no person who is not a party to any of the 
basic contracts can effect a change in price under any of the basic contracts. 
We can find no good reason for permitting Midstates, Cities Service Oil Company, 
Midwest, Forest, Garrett, Rudman and Wood to make filings, which are included 
in filings made by the sellers under the basic contracts, when the only possible 
effect would be to show on their own behalf the difference in volume of gas to 
which the rate schedule would be applicable as to each. 

The Commission finds: 

The public interest does not require and there is no substantial basis or 
justification for duplicate filings by Midstates, Cities Service Oi] Company, 
Midwest, Forest, Garrett, Rudman and Wood under the circumstances present 
in these cases and the receptive rate filings described herein should be rejected. 

The Commission orders: 

Midstate’s Supplements Nos. 4 through 8 to its FPC Gas Rate Schedule No. 89 
and its FPC Gas Rate Schedule No. 47 and Supplements Nos. 1 through 7 
thereto; Cities Service Oil Company’s FPC Gas Rate Schedule No. 68 and Sup- 
plements Nos. 1 through 7 thereto; Forest’s Supplement No. 2 to its FPO Gas 
Rate Schedule No. 7; Garrett’s FPC Gas Rate Schedule No. 1; Midwest’s FPC 
Gas Rate Schedule No. 7; Rudman’s FPC Gas Rate Schedule No. 2 and Wood’s 
FPC Gas Rate Schedule No. 1 be and they hereby are rejected. 
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Order authoriziny and approving the merger or consolidation of 
facilities, and the acquisition of securities 


Pennsylvania Water & Power Co.; Pennsylvania Power & Light Co. 
Docket Nos. E-6597 ; E-6598 
May 5, 1955 


By application filed December 30, 1954, pursuant to Section 203 of the Federal 
Power Act, Pennsylvania Water & Power Company (Penn Water), a corporation 
organized in Pennsylvania and doing business in that State, with its principal 
place of business at Baltimore, Maryland, and by application of the same date 
with amendments thereto filed January 26, 1955, February 9, 1955, and April 11, 
1955, Pennsylvania Power & Light Company (P. P. & L.), a corporation also 
organized in Pennsylvania and doing business in that State with its principal 
place of business at Allentown, Pennsylvania, seek an order authorizing (1) Penn 
Water to dispose of all of its facilities, subject to the jurisdiction of the Com- 
mission, to P. P. & L. in the course of a corporate merger of Penn Water with 
P. P. & L., (2) the acquisition of such facilities by P. P. & L. and their merger 
or consolidation with those'of P. P. & L., and (3) the acquisition by P. P. & L. of 
the short-term promissory. note of Penn Water in the estimated amount of 
$14,100,000, which will evidence P. P. & L.’s proposed loan to Penn Water for 
the purpose of redeeming ‘all the outstanding preferred stock of Penn Water, 
and to discharge outstanding bank loans. By petition filed March 25, 1955, at 
the request of the staff of this Commission, Consolidated Gas Electric Light 
and Power Company of Baltimore (Consolidated )1 asked permission to intervene 
in this proceeding. ‘In a:separate order, authorization is granted for the transfer 
of the license for Perin Water's Holtwood Project (Project No. 1881) to P. P. & L. 

The facilities of Penn’ Water to:be merged with those of P. P. & L. include 
the Holtwood Hydroelectric Project :(104,000 kw) on the Susquehanna River,: 
the adjacent Holtwood Steam Plant (105,000 kw); which burns coal dredged 
from the River and prepared at: Penn. Water’s new: coal recovery plant, and 
substations and transmission lines in Pennsylvania. Penn Water also owns all 
of the outstanding securities of Susquehanna Transmission Company of Mary- 
land (S. T. Co:), consisting:of common stock and bonds, and 14 of the common 
stock equity (% of the voting stock) of Safe Harbor: Water Power Corporation 
(Safe Harbor) owning a hydroelectric’ project ‘(280,000 kw) on the Susquehanna 
River above the Holtwood: Project,. while Consolidated owns the remaining- 
common stock. Penn: Water is entitled under present rate schedules (see foot- 
note 3) to 4%4.of Safe Harbor’s power and energy, while Consolidated is entitled 
to the remainder. Penn’ Water sells energy at wholesale to Consolidated in 
Maryland (using the facilities of S. T. Co.), to Metropolitan Edison Company 
(M. E.), Philadelphia Electric Company (P. E.) and P. P. & L. in Pennsylvania, 
and to the Pennsylvania Railroad for its own use. 

The proposed merger transaction will be carried out in accordance with the 
terms of a joint agreement of merger dated October 7, 1954, in the following 
manner : 

(1) Penn Water will call for redemption of all of its outstanding shares of 
preferred stock consisting of 21,493 shares of $5.00 cumulative preferred stock 
without par value and 50,000 shares of $4.50 cumulative preferred stock of 


1 Since the filing of the petition to intervene Consolidated’s name has been changed to 
Baltimore Gas & Electric Company, but in this order the old name will be used. 
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$100 par value. The call premium of $458,334 will be charged to earned surplus. 
Penn Water will also pay off its outstanding liability under its bank loan agree- 
ment with Girard Trust Corn Exchange Bank and other banks. The required 
funds in the estimated amount of $14,100,000 will be advanced by P. P. & L. upon 
Penn Water’s promissory note for such amount. 

(2) P. P. & L. will issue new preferred and common stocks to be exchanged 
for Penn Water’s Common Stock on the basis of 4 share of 4.40% series pre- 
ferred stock, $100 par, and 14 share of common stock, no par, for each share of 
Penn Water’s Common Stock. No fractional shares will be issued, but each 
holder of the Penn Water Common Stock entitled to receive a fraction of a 
share of P. P. & L. preferred or common stock will be entitled to receive a 
cash payment based upon market price on the effective day of the merger. 

(3) P. P. & L. will assume all the debts and liabilities of Penn Water. 

(4) P. P. & L., as the surviving corporation, will possess all of the rights and 
properties of the two corporations held before the merger. 

The applications indicate that Penn Water’s assets, including plant, will be 
transferred at their book value after the disposition of an amount of $5,343,366.29 
representing the excess over original cost of electric plant, as of December 31, 
1946, in a manner consistent with the Commission’s order of January 5, 1949; 
in Docket No. IT-5915; 8 FPC 1, 63-64,? except that P. P. & L.: proposes to record 
at current realization values Penn Water’s equity investments in S. T. Co. and 
Baltimore Transit Company, and to record at current book value Penn Water’s 
equity investment in Safe Harbor. 

P. P. & L. will record its new common stock at $4,934,312.77; which represents 
the amount of Penn: Water’s. net assets plus’ adjustments for increase in the 
recorded amounts of Penn Water’s investments, referred to above, less adjust- 
ments for eliminations of Organization costs and capital stock expense and 
less the par value of P. P. & L.’s new preferred stock. Thus, there will be no 
acquisition adjustment created on the books of P: P. & L. resulting from the 
acquisition of the properties from Penn Water: 

P. P. & L.’s application states that it is Penn Water’s largest customer and 
has contracted to purchase from Penn Water-more capacity and energy than 
all of Penn Water’s other three electric utility customers combined; that the 
merger will make available to P. P. & L. all of Penn Water’s generation re- 
sources referred to above consisting of the Holtwood Hydroelectric Project; the 
Holtwood ‘Steam Plant, and Penn Water’s entitlement to the output of Safe 
Harbor; that these generating facilities are located within the service territory 
of P. P. & L., to whose system they are now connected through major trans- 
mission ties; that these sources of power will be fully competitive with present 
day power plants after giving’ effect to savings resulting from economies in 
operation through the reduction of administrative costs and. combining. of func- 
tions now carried on separately by P. P. & L. and Penn Water; and that upon 
termination of Penn Water’s present contracts with its other customers, P. P. & L. 
will be able to effectively utilize such additional power in carrying its own load. 

With reference to Penn Water’s other customers, P. P. & L. states, however, 
that Penn Water’s present power contracts with all of its customers other than 
P. P. & L. will continue in force except that 60 days after the effective date of 
the merger there will automatically terminate (1) the interchange contract 
made as of December 16, 1954, between Penn Water, Consolidated, P. P. & L., 


2 The Commission found a total of $5,400,606.31 in excess over original cost applicable 
to Penn Water and its subsidiary, S. T. Co., but the application indicates that of this 
amount the $5,343,366.29 above is applicable to Penn Water alone. 
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P. E., M. E., and 8. T. Co., (2) Penn Water’s power contract with Consolidated. 
P. P. & L. points out that it has agreed with Consolidated that, following con- 
summation of the merger, they will enter into a mutually satisfactory inter- 
change agreement, a new transmission contract, and a new power contract 
whereby P. P. & L. will sell and Consolidated will buy 25-cycle power under the 
Same general arrangements as the present proportional contract dated Decem- 
ber 16, 1954 (Penn Water’s Rate Schedule FPC No. 18), subject to the provi- 
sion that Consolidated’s total purchases will decline in steps from 47,000 kw and 
cease entirely on July 1, 1958. P. P. & L. states further that there will be no 
change in rates for service to P. B., M. EB. or the Pennsylvania Railroad, and 
it expects the new power contract, which it will enter into with Consolidated 
after the merger, will continue the present rates. 

As pointed out by P. P. & L., and as is apparent to this Commission, one of 
the most important consequences of the proposed merger will be the termina- 
tion and disposition of the disputes, litigated and otherwise, between Consoli- 
dated and Penn Water, which have created a heavy burden to the two com- 
panies and the regulatory commissions. The proposed settlement of these dis- 
putes is contained in a letter agreement dated December 22, 1954, which, as 
it states, is of no effect unless the proposed merger does in fact occur. 

In addition to the provisions for the new power and transmission contracts 
and the new interchange agreement between P. P. & L. and Consolidated, re- 
ferred to above, the settlement agreement further provides, in part, as follows: 

(a) Consolidated will continue to receive the benefit of its entitlement to % 
of Safe Harbor output through Safe Harbor’s present FPC rate schedule al- 
thongh Penn Water had contended for a larger allocation in the proceedings 
in Docket No. E-6350. 

(b) Safe Harbor will be operated as an independent corporate entity and 
to this end an odd-numbered director satisfactory to both P. P. & L. and Con- 
solidated will be elected subject to an annual “vote of confidence.” 

(c) The hydraulic integration and scheduling of Safe Harbor and Holtwood, 
which are necessary in order to secure optimum utilization of the flow of the 
Susquehanna River, will be handled in the same manner as at present. 

(d) All the outstanding securities of S. T. Co. will be sold to Consolidated. 

(e) Consolidated will pay the sum of $2,846,747 in full settlement of all dis- 
puted bills (those for the years prior to 1953 being the subject of Docket No. E- 
6441 now before this Commission’s Presiding Examiner) and the rate base 
case (Docket No. E-6540) now on review before the United States Court of 
Appeals for the Third Circuit. 


*As set forth in the Commission’s order in Docket Nos. E-6445 and B-6350 issued 
December 29, 1954, Penn Water’s contracts are embodied in rate schedules designated 
therein and to take effect as follows: 


Designation Effective date 


P.P.&L Rate Schedule FPC No. 13 11-1-54. 
8.7. Co., Safe Harbor Consolidated __. er oe FPC No. 14 (transmis- | 11-1-54. 


contract) 
Consolidated, P. E., P. P. & L.,M.E., Ree Schedule FPC No. 15 (inter- | 11-1-54 and 12-1- 
8. T. Co. change agreement) 54. 
Rate Schedule F PC No. 16. 
Rate Schedule FPC No. 17.-. 
Rate Schedule FPC No. 18 


As stated above, Rate Schedules FPC Nos. 18 ,15 and 18 would be terminated; the 
remainder would continue. 

4 Application has been filed by Consolidated with this Commission for authority to 
acquire the facilities of 8. T. Co. in Docket No. E-6608. 
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According to Consolidated’s petition to intervene, $1,904,724.22 is applicable 
to the settlement of Docket No. E-6441, comprising $934,940.22, representing 
items exclusive of taxes, and $969,784.00 representing reimbursement to Penn 
Water of taxes paid by it, but not heretofore reimbursed by Consolidated.5 

P, P. & L. states in its application that it is informed that up to and including 
October 31, 1954, when the new demand and energy contract went into effect 
(see footnote 3) Consolidated has paid to Penn Water a full return on Penn 
Water’s new coal recovery plant and new steam plant as provided for by the 
order of this Commission issued July 6, 1954 in Docket No. E-6540; but that the 
settlement amount of $2,846,747 reflects an agreed-upon reduction of $47,000 
applicable to such items of return. Such reduction, it was explained, would be 
made as part of the overall settlement and is based upon Consolidated’s claim 
of financial loss suffered by reason of inability to freely utilize its own generating 
facilities during the period when it was taking power generated by the new 
steam plant. 

(f) P. P. & L. and Consolidated will each assume responsibility for the capacity 
and energy required by the Pennsylvania Railroad in their respective states, as 
provided in the new railroad divisional contract between Penn Water and Con- 
solidated with certain modifications provided by the settlement agreement. 

That the merger and the settlement agreement will terminate the various 
proceedings involving Penn Water and Consolidated, both before this Com- 
mission and in the courts, has been made manifest by filings in this merger 
docket by the various parties to the other proceedings in accordance with request 
made by staff counsel. By its petition to intervene, already referred to, Con- 
solidated, approving the merger, states that upon consummation of the settle- 
ment it will move to dismiss (1) Docket No. E-6441 and corresponding court 
proceedings in the United States District Court for the District of Maryland, 
(2) its appeal from the Commission’s order in Docket No. E-6540, and 
(3) the proceedings before this Commission, Docket Nos. E-6445 and E-6350. 
Consolidated states further, in response to the staff’s request, that, with respect 
to the disposition of the segregated funds impounded by Penn Water in con- 
nection with its appeal from the Commission’s order in Docket No. IT-5915, 
it will recommend to the United States Court of Appeals for the District of 
Columbia Circuit that the amount used in calculating the payments from the 
fund to its own customers will not be reduced by any allowance for distribution 
expenses. 

The Maryland Public Service Commission has stated through its General 
Counsel, by letters dated March 7, 1955, that upon consummation of the merger 
and the settlement agreement, it will move to dismiss the proceedings in Docket 
Nos. E-6445, E-6350 and E-6441, and in a letter dated March 3, 1955, it made 
a statement similar to that of Consolidated with respect to the segregated funds. 

P. P. & L., in the third amendment to its application in this docket, states 
that, upon consummation of the merger and the settlement agreement, it would 
likewise move for the dismissal of Docket Nos, E-6445, E-6350 and E-6441. 

P. E. and M. E., by their letters dated March 16, 1955, and April 25, 1955, 
respectively, stated that upon consummation of the merger they would have no 
objection to dismissal of the proceedings in Docket Nos. E-6445 and E-6350. 


5 To permit Penn Water to retain the full amount of the settlement applicable to Docket 
No. E-6441 after payment of income taxes, it is necessary to include in the settlement 
amount the sum of $2,178,285.89. However, there will be a credit amount of $2,432,625.00 
due Consolidated as an income tax reduction, which will accrue to Consolidated from 
Penn Water's contribution to the funds segregated under order of the United States Court 
of Appeals for the District of Columbia Circuit in connection with the review of the 
Commission's rate reduction order in Docket No. IT-5915. 


710 FEDERAL POWER COMMISSION 


The Pennsylvania Public Utility Commission did not respond to the staff's 
request with respect to the motions to dismiss but did transmit the letter 
referred to below. 

Written notice of the applications has been given to the Public Service Com- 
mission of Maryland, the Public Utility Commission of Pennsylvania, to the 
Governor of each of those States, and to the Securities and Exchange Com- 
mission. Notice was also published in the Federal Register on January 14, 
1955 (20 F. R. 355), stating that any person desiring to be heard or to make 
any protest with reference to the application should file a petition of protest 
on or before January 24, 1955. 

The only protest made to the proposed merger transaction is that made by 
Frysinger Evans of Clementon, New Jersey, in letters dated January 6, 1955, 
and March 18, 1955. The burden of his complaint appears to be that the trans- 
action is based on uncertainties such as the possibility that the Holtwood 
Project will be recaptured in 1970 when the license expires, and the possible 
increase in earnings from Penn Water’s facilities attendant upon its recent 
expansion which would no longer directly benefit Penn Water’s stockholders, 
and that these uncertainties had not been fully considered by the parties. Further- 
more, he objects to a settlement of pending litigation, such as the disputed bills 
ease, by an agreement between P. P. & L. and Consolidated to which Penn Water 
is not a party and as a result of which the stockholders of Penn Water again 
do not benefit directly. The Commission is of the opinion that Mr. Evans’ 
objections are not persuasive. 

In the first place, it is apparent from the various filings that every element 
of the transaction has been fully considered by the representatives of the various 
parties. The merger transaction itself, to be carried out by an exchange of 
stock at a ratio, which on October 6, 1954, one day before the execution and 
announcement of the agreement, would have produced approximately an even 
market value exchange, was considered and approved by the stockholders of 
Penn Water and P. P. & L. at special meetings held December 15, 1954. The 
settlement agreement of December 22, 1954, is contingent upon and will only 
take effect after the consummation of the merger. In our opinion it represents 
a fair settlement of long-drawn-out, complicated and expensive litigation. With 
respect to the termination of the license, it may be noted that the merger in 
no manner affects the date thereof. 

By letter dated January 12, 1955, the Maryland Commission expressed its 
approval of the merger as proposed, and of the issuance of an order by this 
Commission authorizing the corporate action requested by the applications 
filed. The Pennsylvania Commission by letter dated April 27, 1955, suggested 
that this Commission enter an approval order before the order of the Penn- 
sylvania Commission is issued. 

The Commission finds: 

(1) The intervention of Consolidated in this proceeding is appropriate in the 
administration of the Federal Power Act. 

(2) Penn Water, a corporation, is a public utility within the meaning of 
Section 203 of the Federal Power Act, subject to the jurisdiction of the Com- 
mission as heretofore described and set out in the Commission’s order issued 
January 5, 1949, In the Matter of Pennsylvania Water & Power Co., Docket No. 
IT-5915, 8 FPC 1, 99. 

(3) P. P. & L., a corporation, is a public utility within the meaning of Sec- 
tion 203 of the Act, subject to the jurisdiction of the Commission as heretofore 
described and set out in the Commission’s order entered December 26, 1947, In 
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the Matter of Pennsylvania Power & Light Co., Docket No. IT-6098, 6 FPC 1114. 
(4) By the proposed transaction Penn Water and P. P. & L. will merge the 
jurisdictional facilities of each with the facilities of the other within the mean- 
ing and subject to the requirements of Section 203 of the Federal Power Act. 

(5) By the acquisition of the short-term promissory note of Penn Water, 
P. P. & L. will acquire the security of another public utility within the purview 
and subject to the requirements of Section 203 of the Act. 

(6) P. P. & L. is not a registered holding company so that the proposed merger 
is not subject to the requirements of the Public Utility Holding Company Act 
of 1935 and is, therefore, not exempt from the requirements of Section 203 of 
the Federal Power Act by virtue of Section 318 thereof. 

(7) The proposed merger or consolidation of facilities and acquisition of se- 
curities will be consistent with the public interest as expressed in the Act. 

(8) The protest of Frysinger Evans in his letters of January 6, 1955, and 
March 18, 1955, is without merit. 

(9) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) Consolidated be and it is hereby permitted to become an intervenor in 
this proceeding. 

(B) The proposed merger of the facilities of Penn Water and P. P. & L. and 
the acquisition by P. P. & L. of the promissory note of Penn Water, be and the 
same hereby are authorized and approved upon the terms and conditions set 
forth in the applications, as amended, subject to the provisions of this order. 

(C) This authorization and approval shall expire unless the transactions 
hereby authorized and approved are consummated within 90 days from the 
entry of this order. 

(D) The foregoing authorization and approval shall be without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuations, estimates or determinations of cost, or 
any other matter whatsoever which may come before this Commission or any 
other regulatory body, and nothing in this order shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted. 





Findings and order directing sale and delivery of natural gas 
Citizens Gas Co. 
Docket No. G-8445 


May 5, 1955 













Citizens Gas Company (Applicant), an Illinois corporation, address Tuscola, 
Illinois, filed on February 7, 1955, an application pursuant to Section 7 (a) of 
the Natural Gas Act, for an order directing Trunkline Gas Company (Trunk- 
line) to extend and improve its transportation facilities, to establish physical con- 
nection of its transportation facilities with the facilities of Applicant’s proposed 
natural gas distribution system in the City of Arcola, Illinois, and its environs, 
and to sell ‘sufficient natural gas to Applicant to meet the fifth year natural gas 
requirements of Arcola and its environs. 

The annual natural gas requirements of Arcola are estimated to be 26,763 Mef 
for the first year of operation and 76,383 Mcf for the fifth year. Its first year 
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peak day requirement is estimated at 248 Mcf and its fifth year estimated peak 
day requirement is 719 Mcf. 

In order to take delivery of natural gas from Trunkline, Applicant proposes 
to interconnect its facilities with those of Trunkline by means of 17,200 feet of 
4-inch pipe extending due west of Arcola. The estimated cost of necessary 
facilities during the first five years of operation is $198,204. Financing is to be 
accomplished through the issuance of $100,000 of 4% first mortgage bonds and 
$100,000 of 5% convertible debentures. 

An order and certificate of convenience and necessity has been issued by the 
Illinois Commerce Commission with respect to the project. 

On March 9, 1955, Trunkline filed an answer to the application in which it 
offered no objection thereto and requested only that any order be conditioned 
on the signing of an appropriate service agreement under its Rate Schedule SG-1 
containing obligations not exceeding 719 Mcf in any one day; on Trunkline’s 
not being required to construct at its own cost and expense facilities other 
than necessary regulating and measuring facilities; and on the Applicant’s con- 
struction of any necessary interconnecting pipe line. These conditions appear 
to be consistent with the Applicant's proposals. 

Due notice of the application herein was published in the Federal Register on 
April 2, 1955 (20 FR 2095). No petition to intervene or protest to the granting 
of the application has been received. 

The Commission jinds: 

(1) Trunkline, a Delaware corporation having its principal place of business 
at Houston, Texas, is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, and is therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission, 
8 FPC 721. 

(2) Applicant is a person legally authorized to engage in the local distribu- 
tion of natural gas to the public in Arcola, Illinois, within the meaning of the 
Natural Gas Act. 

(3) It is necessary and desirable in the public interest to direct Trunkline to 
establish physical connection of its transmission system with the facilities pro- 
posed to be constructed and operated by the Applicant; to sell and deliver to 
Applicant not over 719 Mcf of natural gas per day under Trunkline’s Rate Sched- 
ule SG-1 and to provide at its own cost and expense the regulating and measur- 
ing facilities, but no other facilities, necessary to the sale and delivery of natural 
gas to the Applicant. 

(4) The requirement that Trunkline serve Applicant, as proposed, will not 
place an undue burden upon Trunkline, and not require it to enlarge its trans- 
portation facilities for such purpose, nor impair its ability to render adequate 
service to its existing customers. 

The Commission orders: 

(A) Trunkline be and it is hereby directed to establish physical connection 
with the facilities of Applicant; to sell and deliver to Applicant not over 719 Mcf 
of natural gas per day ; and to provide at its own cost and expense the regulating 
and measuring facilities, but no other facilities, necessary to the sale and de 
livery of natural gas to the Applicant: Provided, however, That if Applicant 
shall not have commenced the purchase of natural gas from Trunkline by June 1, 
1956 as herein directed, Trunkline shall be relieved of the duty to render the 
service herein ordered; and Provided, further, That prior to the delivery of 
natural gas by. Trunkline to Applicant, Applicant-shall have executed an appro- 
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priate service agreement under Trunkline’s Rate Schedule SG-1 providing for 
the delivery by Trunkline of not over 719 Mcf per day. 

(B) Trunkline shall report to the Commission, in writing and under oath, 
the date of commencement of service to Applicant. 


Order approving transfer of license (major) 
Pennsylvania Water & Power Co. and Pennsylvania Power & Light Co. 
Project No. 1881 
May 5, 1955 


A joint application was filed January 26, 1955, by Pennsylvania Water & Power 
Company (Penn Water) of Baltimore, Maryland, and Pennsylvania Power & 
Light Company (PP&L), for approval of transfer of the license for Project 
No. 1881 from Penn Water to PP&L. 

The license for Project No. 1881 was issued to Penn Water by Commission 
order dated July 3, 1951, 10 F. P. C. 1162, for a period commencing January 1, 
1938, and terminating April 21, 1970, the latter date having been extended to 
June 30, 1970, by Commission order dated September 19, 1951. The project, 
constructed in 1905 and completed to its present status in 1924, is known as the 
Holtwood project, and is located on the Susquehanna River in Lancaster and 
York Counties, Pennsylvania. 

It appears that Penn Water and PP&L entered into a joint agreement of 
merger on October 7, 1954, providing for the merger of Penn Water into PP&L. 
The agreement was approved by stockholders of both companies at special meet- 
ings held on December 15, 1954. Thereafter, Penn Water and PP&L applied to 
this Commission and to the Pennsylvania Public Utility Commission for the 
necessary approvals of the proposed merger. Penn Water’s application to the 
Federal Power Commission has been docketed as Docket No. E-6597 and PP&L’s 
application as Docket No. E-6598. PP&L has also filed applications with the 
Securities and Exchange Commission and with the Public Service Commission 
of Maryland for necessary approvals of the proposed merger. 

The Commission finds: 

(1) PP&L is a corporation organized under the laws of the State of Pennsyl- 
vania and has submitted satisfactory evidence of compliance with the require- 
ments of all applicable State laws insofar as necessary for the operation of 
Project No. 1881. 

(2) Approval of transfer of the license for Project No. 1881 to PP&L as 
hereinafter provided will not be inconsistent with the public interest. 

The Commission orders: 

(A) The transfer of the license for Project No. 1881 from Pennsylvania 
Water & Power Company to Pennsylvania Power & Light Company is approved, 
effective as of the date of transfer of title to the project properties under the 
license, and subject to Section 9.3-of the Commission’s Regulations under the 
Federal Power Act, provided that the transferee shall be subject to all the 
conditions and obligations of the license and to all the provisions of the Act to 
the same extent as though it were the original licensee. 

(B) This order shall be effective upon issuance. 


468917—_59——48 
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Findings and order issuing certificate of public convenience and necessity* 
El Paso Natural Gas Co., et al. 
Docket No. G—7112, et al. 
May 6, 1955 


El Paso Natural Gas Company of El Paso, Texas (El Paso), filed applica- 
tion on January 17, 1955, which was supplemented on January 31, 1955; G. 
Stratton, Jr., et al. of Waco, Texas (Stratton), filed application on December 27, 
1954; and Claud E. Aikman of San Angelo, Texas (Aikman), filed application 
on December 31, 1954, for certificates of public convenience and necessity 
pursuant to Section 7 of the Natural Gas Act, authorizing them to render service 
as hereinafter described, subject to the jurisdiction of the Commission, all as 
more fully represented in the application which is on file with the Commission 
and open for public inspection. 

El Paso proposes to install and operate a 330-horsepower portable type com- 
pressor unit, and construct and operate 9.5 miles of 65¢-inch pipeline, and 
2.5 miles of 44-inch pipeline, together with necessary metering facilities, in 
Crockett County, Texas, extending from the Noelke N. E. Queen Field to a point 
of connection with El Paso’s existing interstate pipeline system. 

The cost of the facilities is estimated to be $299,550, to be financed from El 
Paso’s available treasury funds. 

Stratton and. Aikman propose to sell natural gas to El Paso which gas is 
produced in the Noelke N. E. Queen Field in Crockett County, Texas. This gas 
will be commingled with other gas and resold at markets in other states served 
by El Paso’s transmission pipeline system. Temporary authority was granted to 
El Paso and Stratton by telegrams dated February 18, 1955, and to Aikman by 
telegram dated March 18, 1955. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 29, 1955, respecting the matters involved and the issued presented by the 
applications. No protest to the applications has been received. 

The Commission jinds: 

(1) El Paso Natural Gas Company, a Delaware corporation having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of natural 
gas for resale for ultimate public consumption, and therefore is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its January 11, 1944 order in Docket No. G—288, 4 FPC 486. 

. ” * ™~ * * . 

(4) El Paso, Stratton, and Aikman are able and willing properly to do the 
acts and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

> - ™ > » * * 

(6) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


* Omitted portions of this order relate to the issuance of independent producer cer- 
tificates. 
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The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso to construct and operate the facilities hereinbefore 
described, subject to the jurisdiction of the Commission, all as more fully de- 
scribed in the application for the transportation and sale for resale of natural 
gas as therein set forth, upon the terms and conditions of this order. 

= ~ * * € * a 

(C) The certificate granted in paragraph (A) hereof shall be accepted in 
writing, and under oath by a responsible official of El Paso within 30 days from 
the issuance of this order, and the general terms and conditions set forth in 
paragraphs (1), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 of the 
Commission’s Rules and Regulations, including the Rules of Practice and Pro- 
cedure, shall attach to the issuance of the certificate and to the exercise of the 
rights granted thereunder. 

. * * * * * * 

(E) The certificates granted herein are not transferable and shall-be effective 
only so long as the holders thereof continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 


applicable rules, regulations and orders of the Commission. 
& 7 * * > 


Findings and order issuing certificates of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G—4372 
May 6, 1955 


El Paso Natural Gas Company (Applicant), a Delaware corporation whose 
address is El Paso, Texas, filed application on November 1, 1954, for a cer- 
tificate of public convenience and necessity pursuant to Section 7 of the Natural 
Gas Act, authorizing Applicant to render service as hereinafter described, subject 
to the jurisdiction of the Commission, all as more fully represented in the 
application which is on file with the Commission and open for public inspection. 

Applicant proposes to continue the operation of four constructed taps, together 
with metering facilities, for the sale of natural gas to General Utilities, Inc., 
for resale along Applicant’s pipelines in the vicinity of the taps. The pipeline 
taps are designated Cluff-Layton Station, Lee Station, U. S. Indian Service at 
Bylas, and Moody Station, all in Graham County, Arizona. 

Applicant has requested omission of the intermediate decision procedure and 
that its application be heard under the shortened procedure provided by Sec- 
tion 1.32 (b) (18 CFR 1.32 (b)), of the Commission’s Rules of Practice and 
Procedure. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 25, 1955, respecting the matters involved in and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of 


1The proposed service was commenced without the authorization required by Sec- 
tion 7 (c) of the Natural Gas Act. 
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natural gas for resale for ultimate public consumption, and therefore is a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its January 11, 1944 order in Docket No. G-—288, 
4 FPC 486. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transportation and sale for resale of 
natural gas in interstate commerce as integral parts of Applicant's existing 
pipeline system, and the operation thereof by Applicant is subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed operation of the facilities by Applicant for the transporta- 
tion and sale for resale of natural gas as therein set forth are required by the 
public convenience and necessity, and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(5) This proceeding is a proper one for disposition under the provisions of 
Section 1.32 (b) of the Commission’s Rules of Practice and Procedure, and 
sufficient cause exists for the Commission forthwith to render its final decision 
in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to operate the facilities 
hereinbefore described, subject to the jurisdiction of the Commission, all as more 
fully described in the application in this proceeding, for the transportation and 
sale for resale of natural gas as therein set forth, upon the terms and conditions 
of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1) and (5) of Section 157.20 of the Commission’s Rules and 
Regulations, including the Rules of Practice and Procedure, slall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights granted thereunder. 

(C) Applicant shall file satisfactory service agreements and make the proposed 
sale and render the proposed service initially under Applicant’s presently effective 
Arizona Rate Schedules A-1 and B-1 as proposed, or any effective superseding 
rate schedule. 

(D) Nothing in this order is to be construed as precluding imposition of any 
sanctions pursuant to the provisions of the Natural Gas Act against Applicant, 
its agents and officers, or any of them, for the unauthorized facilities and service, 
subject to this certificate. 


Findings and order issuing certificate of public convenience and necessity 
Michigan Gas Storage Co. 
Docket No. G-6501 
May 6, 1955 


Michigan Gas Storage Company (Applicant), a Michigan corporation with 
its principal place of business in Jackson, Michigan, filed on December 28, 1954, 
and supplemented on February 4 and February 23, 1955, its application for a 
certificate of public convenience and necessity, pursuant to Section 7 of the 
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Natural Gas Act, authorizing the construction and operation of the following 
natural-gas facilities: 

(1) Approximately 36 miles of 16-inch pipeline extending from Mt. Pleasant 
Junction to Zilwaukee Junction, Michigan ; 

(2) An additional 3,300 HP at Freedom Compressor Station; and 

(3) Regulating facilities at Zilwaukee Junction. 

The above facilities are proposed to be used to withdraw additional storage 
gas in the winter season for delivery to Applicant’s sole customer, Consumers 
Power Company, and to enable Applicant to receive additional supplies of gas 
from Panhandle Eastern Pipe Line Company as such increased supply becomes 
available (Docket Nos. G—1705, et al). The additional compression is necessary 
to bring the facilities at Freedom Compressor Station to an adequate status. 
In order to store the anticipated additional volumes of gas in the present storage 
fields, the presently authorized top storage pressure of 550 psig may be safely 
increased to a maximum pressure of 625 psig. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 27, 1955, respecting the matters involved in and the issues:presented by the 
application. No protest to the granting of the application has been received. 

The Commission jinds: 

(1) Applicant, a Michigan corporation having its principal place of business 
at Jackson, Michigan, is engaged in the transportation of natural gas in inter- 
state commerce and the sale in interstate commerce of natural gas for resale for 
ultimate public consumption, and is, therefore, a “naturdl-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission 
in its order of December 4, 1946, in Docket No. G-731, 5 F. P. C. 965. 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication herein, as amended, are proposed to be used in the sale of natural gas 
in interstate commerce for resale, subject to the jurisdiction of the Commission, 
as integral parts of Applicant’s existing pipeline system, and the construction 
and operation thereof by Applicant are subject to the requirements of sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The. proposed construction and operation of the facilities by Applicant 
are required by the. public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission's Rules 
of Practice and Procedure was unopposed by any party of record, and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) 
of said Rules. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (ill), (3) (iv), and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 
CFR 157.20) should attach to the certificate hereinafter issued, and to the exer- 
cise of the rights granted thereunder, and that the time within which construction 
of the facilities authorized by this order shall be completed and in actual opera- 
tion should be fixed at 6 months from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities here- 
inbefore described, all as more fully described in the application in this pro- 
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ceeding, as amended, and the exhibits appended thereto, for the sale of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed 
at 6 months from the date on which this order issues. 

(D) The maximum pressure of gas in the storage reservoir shall not exceed 
625 psig, as proposed. 

(E). The grant of the certificate herein shall not be construed as a grant 
to Applicant of any prior rights to additional gas from Panhandle Eastern Pipe 
Line Company, and is without prejudice to such disposition of Panhandle’s 
applications at Docket Nos. G—1705, et al, as may be made by the Commission 
upon the record in that proceeding. 


Order amending order issuing certificate of public convenience and necessity 
South Georgia Natural Gas Co. 
Docket No. G-1915 
May 9, 1955 


South Georgia Natural: Gas Company .(South Georgia) on March 30,°1955, 
filed a petition for modification of the certificate of public convenience and 
necessity issued in this proceeding on September 2, 1954, as modified by order 
issued December 7, 1954. The certificate sought to be modified authorizes South 
Georgia to construct; operate and maintain a natural-gas transmission system 
in the States of Alabama, Georgia and Florida and to deliver and sell natural 
gas for resale to local distribution systems in 15 cities and for direct sale to 
five industrial plants. 

South Georgia now requests that its outstanding certificate be amended to 
permit changes'in the sizes of two of the laterals authorized. One lateral (the 
Camilla lateral) proposed’ originally and authorized as a 6.5-mile, 2.375-inch 
O. D. line from Pelham, Georgia to Camilla, Georgia, is now proposed to be 
built as a 7.2-mile, 3.5-inch O. D. line. The second lateral, from the Georgia- 
Florida state line to Tallahassee, Florida, proposed originally and authorized as 
a 17.4-mile, 4.5-inch O. D. line, is now proposed to be built as a 16.6-mile, 6.625- 
inch O. D. line. 

South Georgia states that studies, made subsequent to the issuance of the 
outstanding certificate, indicate that the pressure drops in the two laterals to the 
points of delivery to the distribution systems would be excessive through the 
authorized lines, and such pipes would be entirely too small to take care of 
any future load growth. In respect of the lateral to Tallahassee, Florida, 
South Georgia also submits as an exhibit to the petition a letter from the City 
of Tallahassee dated March 18, 1955, stating that the demand for natural-gas 
service has been much greater than anticipated and that the city now proposes 
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to extend its service area in lieu of confining it to the area presently served by 
its manyfactured-gas distribution system as previously contemplated. 

South Georgia estimates that the proposed changes will increase the cost of 
construction by $55,970 to a total estimated project cost of $8,599,300 and states 
that the increased cost can be met by cash on hand from the sale of its securities 
without jeopardy to its financial position. 

The Commission finds: 

It is in the public interest, and necessary and appropriate in carrying out 
the provisions of the Natural Gas Act, that the certificate of public convenience 
and necessity issued in this proceeding on September 2, 1954, as modified by 
order issued December 7, 1954, be further modified as hereinafter provided. 

The Commission orders: 

(A) The certificate of public convenience and necessity issued to South Georgia 
Natural Gas Company in this proceeding on September 2, 1954, and as modified 
by order issued December 7, 1954, be and it hereby is further modified to authorize 
the construction, operation and maintenance of a 7.2-mile, 3.5-inch O.D. line 
from Pelham, Georgia, to Camilla, Georgia (the Camilla lateral), and a 16.6- 
mile, 6.625-inch O. D. line from the Georgia-Florida state line to Tallahassee, 
Florida, in lieu of the lengths and sizes for those two laterals previously 
authorized. 

(B) In all other respects, the conditions respecting the issuance and the ex- 
ercise of the rights granted by the certificate of public convenience and necessity 
in this proceeding shall remain in full force and effect. 


Order issuing preliminary permit 
City of Seward, Territory of Alaska 
Project No. 2171 
May 9, 1955 


Application was filed October 28,;-1954, by the City of Seward, Territory of 
Alaska, for a preliminary permit under the Federal Power Act :(hereinafter 
referred to as the Act) for proposed Project No. 2171, to be located om Crescent 
and Carter Lakes, about 40 miles north of Seward, on Kenai Peninsula, Third 
Judicial Division, Territory of Alaska, and affecting lands of the United States 
within the Chugach National Forest. 

As described in the application, the proposed project will consist of a low 
dam across the outlet of Crescent Lake, raising and backing water up into 
Carter Lake; a channel cut between the upper end of Crescent Lake and Carter 
Lake; a low dam and intake at the outlet of Carter Lake; 5,000 feet of pipeline 
and penstock; and a powerhouse with initial installation of 4,500 horsepower 
(ultimate 14,000 horsepower) .on the effluent of Carter Lake about 3,000 feet 
from its junction with Upper Trail Lake. 

The applicant proposes to use the power itself and also will sell the power to 
other municipalities and electric associations on the Kenai Peninsula for public 
utility purposes. 

The Chief of Engineers, Department of the Army, has reported that the plan 
proposed by the applicant, insofar as Crescent Lake area is concerned, is an 
alternate scheme of development to the plan outlined by the District Engineer, 
Alaska District, Corps of Engineers, in Interim Report No. 2, Cook Inlet and 
Tributaries, dated January 20, 1950. The plan outlined in the Corps’ report 
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proposed that storage in Crescent Lake be obtained by drawdown from the natural 
lake level with conveyance by tunnel and penstock to a powerhouse on Kenai 
Lake. Further development considered the possibility of raising Kenai Lake 
from present elevation of 436 feet to 488 feet and utilizing the flow through a 
powerhouse downstream. However, in view of the large amount of developed 
area which would be submerged by the Corps’ plan and the fact that the Kenai 
River is a major spawning stream, the Corps feels that it is very unlikely that 
the elevation of Kenai Lake will ever be raised to the point where it would 
interfere with the tailwater at the applicant’s proposed project, and it appears, 
therefore, the Corps concludes, that the applicant’s alternate scheme of de- 
velopment would not affect the Corps’ interests, and no objection is made to 
issuing a preliminary permit. 

The Chief, Forest Service, acting for the Secretary of the Department of 
Agriculture, has reported favorably on the application. 

The Assistant Secretary of the Interior has reported favorably on the ap- 
plication, and has requested that a condition in the interest of fish and wildlife 
resources be included in any preliminary permit issued, as ‘hereinefter provided. 

The Governor of the Territory of Alaska and interested Territorial agencies 
were notified of the filing of the application. 

The permit issued herein does not authorize construction of the proposed 
project—being for the sole purpose of maintaining priority of application for a 
license for the project under the terms of the Federal Power Act. 

The Commission finds: 

(1) The applicant is a municipal corporation, organized under the laws of the 
Territory of Alaska. 

(2) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 

(3) The project as proposed does not affect any Government dam and no 
reason is apparent at this time for its development by the United States. 

(4) The project as proposed will affect lands of the United States within 
the Chugach National Forest. 

The Commission orders: 

(A) This preliminary permit is issued to the City of Seward, Alaska (herein- 
after referred to as the Permittee), for a period of 36 months, effective as of 
April 1, 1955, for the sole purpose of maintaining priority of application for 
a.license for Project No. 2171, to be located on Crescent and Carter Lakes on 
Kenai Peninsula, approximately 40 miles north of Seward, in the Third Judicial 
Division of the Territory of Alaska, subject to the terms and conditions of the 
Act, which is incorporated by reference as a part of this permit, and subject 
to such rules and regulations as the Commission has issued or prescribed under 
the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in 
Form P-1, entitled “Terms and Conditions of Preliminary Permit,” 16 F. P. C. 
1303, which terms and conditions (described as Articles 1 through 8) are at- 
tached hereto and made a part hereof; and subject to the following special 
conditions set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each 6-month period 
from the effective date of the permit to the Regional Forester, U. S.-Forest 
Service, Juneau, Alaska, having supervision over the project, or to such other 
officer as the Commission may designate, accurate statements of the work ac- 
complished during the period and the work contemplated under the permit for 
the ensuing period. 
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Article 10. The Permittee shall cooperate with the Alaska Game Commission 
and the U. S. Fish and Wildlife Service in an effort to develop plans compatible 
with fish and wildlife conservation. 

Article 11. Project planning shall be carried on by the Permittee in co- 
operation with the Alaska Road Commission, and The Alaska Railroad, in order 
that consideration may be given to the interests of the agencies named in the 
proposed project. 

Article 12. The Permittee shall, prior to undertaking any investigation work 
under this preliminary permit on National Forest lands, consult with the Re- 
gional Forester, U. S. Forest Service, Juneau, Alaska, as to reasonable re- 
quirements relative to operations, field surveys and explorations, and shall abide 
by such requirements. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
preliminary permit. In acknowledgment of the acceptance of this preliminary 
permit, it shall be signed for the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Order accepting surrender of license (major) 
City of Anchorage, Alaska 
Project No. 350 
May 10, 1955 


Application was filed January 17, 1955, by City of Anchorage, Alaska, licensee 
for major Project No. 350, for surrender of the license for the project. 

The project, which affects lands of the United States in the Third Judicial 
Division, Alaska, has an installed capacity of 3,000 horsepower, and consists 
of a storage dam and reservoir at Eklutna Lake; a diversion dam about 70 feet 
high on Eklutna River, about 3 miles above its mouth; a water conduit about 
2,800 feet long, comprising an intake structure, a tunnel, and penstocks; a 
powerhouse and appurtenant equipment ; and a transmission line extending from 
the powerhouse to the City of Anchorage. 

The license for the project, which was issued October 12, 1928, to Frank I. 
Reed for a period of 50 years, was transferred as of October 15, 1928, fo 
Anchorage Light and Power Company, Inc., and was transferred as of October 15, 
1948, from the latter to City of Anchorage, Alaska. 

The project properties were acquired by the United States on February 12, 1955. 

The annual charges under the license for the project have been paid through 
February 12, 1955, and the licensee is being requested to return its copy of the 
license instrument. 

The Commission finds: 

Acceptance of surrender of the license for the project is appropriate as herein- 
after provided. 

The Commission orders: 

Surrender of the license for major Project No. 350 is accepted effective as of 
February 12, 1955. 





FEDERAL POWER COMMISSION 


Order accepting surrender of licenses (minor part and major) 
Pacific Gas and Electric Co. 
Projects Nos. 616 and 1352 
May 10, 1955 


Pursuant to the Commission’s order issued January 24, 1955, applications were 
filed on April 5, 1955, by Pacific Gas and Electric Company for surrender of its 
license for minor-part Project No. 616, “Lake Almanor (Dam and Reservoir),” 
and for surrender of its license for major Project No. 1352, “Caribou (Butt 
Valley Dam and Reservoir),” located on North Fork of Feather River, and on 
Butt Creek and North Fork of Feather River, respectively. 

Each application proposes that surrender of the license be made effective 
November 1, 1954, the effective date of its license for Project No. 2105, under 
which license are now included minor-part Project No. 616 and major Project 
No. 1352. Each application further proposes that annual charges already paid 
under the licenses for Projects Nos. 616 and 1352 for any period subsequent 
to the effective date for surrender thereof be credited toward payment of charges 
under the license for consolidated Project No. 2105. 

The licensee has paid annual charges under the licenses for the two projects 
through December 31, 1953, and has not been billed by the Commission beyond 
that date. The license instruments have been returned. 

The Commission finds: 

In the Circumstances recited herein, acceptance of surrender of the licenses 
for Projects Nos. 616 and 1352 is appropriate as hereinafter provided. 

The Commission orders: 

Surrender of the licenses for Projects Nos. 616 and 1352 is accepted, effective 


upon October 31, 1954, subject to payment of annual charges for each project 
through that date. 


Order further amending license (transmission line) 
Pacific Gas and Electric Co. 
Project No. 1295 
May 10, 1955 


Application was filed July 12, 1954, by Pacific Gas and Electric Company, 
licensee for transmission-line Project No. 1295, affecting public lands of the 
United States in Shasta County, California, for amendment of the license for 
the project to show the location of the transmission lines across lands of the 
United States in relation to latest United States surveys and to exclude there- 
from lines which have been removed or relocated to accommodate construction 
of the Shasta Dam and Reservoir. 

The application seeks exclusion from the license of the (1) Redding-Bully Hill 
60-kv transmission line via Keswick and Kennett, except for 3,020 feet of it 
remaining in its original location in Sections 21 and 22, T. 34 N., R. 3 W., and 
1,760 feet in Sections 28 and 29, T. 32 N., R. 5 W., M. D. B. & M.; (2) Bully 
Hill-Ingot 20-kv transmission line; (3) Kennett-Palo Cedro transmission line; 
and (4) the 2,300-volt tap line to Sybel Mine. 





ORDERS 723 


The effects of the amendment, among others, will be to decrease the length 
of equivalent 100-foot transmission-line right-of-way on lands of the United 
States by 19,040 feet or 3.61 miles, and decrease the annual charge for the use, 
occupancy, and enjoyment of such lands by $28.88. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with any reservation or withdrawal of public lands and it 
will not aléer any of the basic facts upon which the license was issued. 

(2) The annual charges to be paid under the license as further amended 
are reasonable as hereinafter fixed and specified. 

(3) Exhibit M, now part of the license for the project, revised to reflect the 
aforesaid changes in the project under license, and the following exhibits filed 
as part of the application—showing and describing the transmission lines to be 
retained in the license—conform to the Commission’s rules and regulations and 
should be approved as part of the license for the project: 

Exhibits J-1 and K-3 (FPC No. 1295-10), superseding Exhibit J (FPC No. 
1295-1), and Exhibits J-K (FPC No. 1295-7), and the Exhibit J—A portion of 
Exhibits J-A and K-A (FPC No. 1295-9) ; 

Exhibit K-1 (FPC No. 1295-11), superseding Exhibit K (FPC No. 1295-2); 

Exhibit K-2 (FPC No. 1295-12), superseding Exhibit K (FPC No. 1295-3) ; 


and Exhibits J-K (FPC Nos. 1295-4 and -5), showing and describing lines no 
longer under license, and superseded Exhibit J (FPC No. 1295-1), Exhibits J-K 
(FPC No. 1295-7), the Exhibit J-A portion of Exhibits J-A and K-A (FPC 
No. 1295-9), and Exhibits K (FPC Nos. 1295-2 and -3), now part of the license 
for the project, should be eliminated from the license. 

The Commission orders: 

(A) The above-described exhibits filed as part of the application and Ex- 
hibit M as revised are approved as part of the license for the project. 

(B) Exhibit J (FPC No. 1295-1), Exhibits J-K (FPC Nos. 1295-4, -5, and -7), 
the Exhibit J-A portion of Exhibits J-A and K-A (FPC No. 1295-9), and Ex- 
hibits K (FPC Nos. 1295-2 and -3) are eliminated from the license. 

(C) The license for Project No. 1295—which was issued November 5, 1937, 
to Pacific Gas and Electric Company and subsequently amended—is further 
amended effective as of January 1, 1955, to exclude therefrom the tap and 
transmission lines described in the second paragraph above; to decrease the 
length of transmission-line right-of-way on lands of the United States and con- 
sequently decrease the annual charges; to incorporate in the license certain 
exhibits showing and describing the lines under license; and to eliminate certain 
superseded exhibits and certain exhibits showing and describing lines no longer 
under license; said amendment being: 

Paragraph I. Article 1 of the license as amended March 25, 1941, is further 
amended by excluding therefrom the description of lines which have been re- 
moved or relocated and certain superseded exhibits and certain exhibits showing 
and describing lines no longer under license and by including therein certain 
exhibits showing and describing the lines under license, so that the article 
shall read as follows: 

Article 1. The project covered by and subject to this license consists of lands 
of the United States constituting the project area and such portions of the fol- 
lowing constructed project works as are located thereon: 

(a) Sections of the Redding-Bully Hill 60,000-volt transmission line in Sec- 
tions 21 and 22, T. 34 N., R. 3 W., and in Sections 28 and 29, T. 32 N., R. 5 W., 
M. D. B. & M.; 
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(b) A 60,000-volt transmission line extending about 32 miles in a general 
westerly direction from Keswick to Weaverville with two 2,300-volt taps, ag- 
gregating about 3.5 miles in length, to Brunswick Mine and to Shasta; 

(c) A 4,000-volt transmission line extending about 3 miles in a general westerly 
direction from Redding, via Keswick to Bully Hill transmission line, to Summit 
Subdivision ; and 

(d) A tap line extending in a northerly direction from the line described in 
item (c) to U. S. Reclamation Service Camp; 


together with all other structures, equipment, or facilities used or useful in the 
maintenance and operation of the project and located in said area, which lands 
and project works are more specifically shown and described by certain exhibits 
which formed part of the application for license and for amendment thereof 
and which are designated and described as: 

BPaehibits J-1 and K-38: A general and detail map in one sheet (FPC No. 
1295-10) entitled “Keswick-Weaverville Redding-Bully Hill Transmission Lines” 
and “Redding-Bully Hill Transmission Line,” signed June 30, 1954, Pacific Gas 
and Electric Company, by N. R. Sutherland, Vice President and General Manager ; 

Exhibit K-A: A detail map in one sheet (FPC No. 1295-9) entitled “4 K. V. 
Pole Line to Summit Subdivision near Kennett Dam, Shasta County, California,” 
and signed December 20, 1938, Pacific Gas and Electrie Co., by P. M. Downing, 
Vice President and General Manager—Exhibit J-A having been eliminated from 
the sheet pursuant to the July 12, 1954 application for amendment of license; 

Echibit K-1: A detail map in one sheet (FPC No. 1295-11) entitled “Keswick- 
Weaverville 60 KV Transmission Line,” and signed June 30, 1954, Pacific Gas 
and Electric Company, by N. R. Sutherland, Vice President and General Manager ; 

Erhibit K-2: A detail map in one sheet (FPC No. 1295-12) entitled “Keswick- 
Weaverville 60 KV Transmission Line,” and signed June 30, 1954, Pacific Gas 
and Electric Company, by N. R. Sutherland, Vice President and General Manager ; 

Echibit M: <A typewritten document in three sheets: One entitled “General 
Description and General Specifications of Mechanical, Electrical, and Trans- 
mission Equipment,” received by the Commission on February 7, 1939, and 
revised pursuant to the July 12, 1954 application for amendment of license; and, 
two entitled “Description of Transmission Equipment” and received by the 
Commission on December 13, 1934, one of which was revised and reapproved 
February 4, 1941, by the Commission, and the other sheet was revised pursuant 
to the July 12, 1954 application for amendment of license; 


and in consideration of this license and the benefits and advantages accruing 
thereunder to the Licensee, it is expressly agreed by the Licensee that the project 
above described shall be subject to all the terms and conditions of this license. 

Paragraph II. Article 12 of the license as amended March 25, 1941, is further 
amended to read as follows: 

Article 12. Subject to the provisions of Section 10 (e) of the Act and the 
rules and regulations of the Commission thereunder, the Licensee shall pay to 
the United States the following annual charges: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, $5.00; and 

(ii) For the purpose of reimbursing the United States for the use, occupancy, 
and enjoyment of its lands, $74.41. 

Paragraph III, This amendment in the manner set out above shail not op- 
erate to alter or amend the license in any other respect, and shall not in any 
way constitute a waiver of any other part, provision or condition of the license 
as heretofore amended. 
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(D) This order shall become final 30 days from the date of its issuance unless . 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned 
to the Commission within 60 days from the date of issuance of this order. 


Order approving transfer of license (minor) 


Guy C. Coykendall and Robert C. Kylis, Florence M. Curtiss, 
Mildred E. Lebens, and William M. Lebens 


Project No. 1309 
May 10, 1955 


Joint application was filed March 22, 1954, by Guy C. Coykendall, licensee 
for minor Project No. 1309, and Robert C. Kylis, Florence M. Curtiss, Mildred 
E. Lebens and William M. Lebens, of Belden, California, transferees, for ap- 
proval of transfer of the license for the project from the licensee to the 
transferees. 

The project is located along Indian Creek, partly upon lands of the United 
States within Plumas National Forest, in Plumas County, California. The license 
was issued without charge. 

Filed with the joint application was a certified copy of the deed of conveyance 
of the properties covered by the license, dated December 31, 1953. 

The Commission jinds: 

(1) The proposed transferees are citizens of the United States, and have 
submitted satisfactory evidence of compliance with the requirements of all 
applicable State laws insofar as necessary for the operation of the project. 

(2) Approval of the transfer of the license as hereinafter provided will not 
be inconsistent with the public interest. 

The Commission orders: 

(A) The transfer of the license for minor Project No. 1309 to the above- 
named transferees is approved, effective as of December 31, 1953, subject to the 
provisions of Section 9.3 of the Commission’s regulations under the Federal 
Power Act. 

(B) This order shall become final 30 days from the date of issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of the 
license for Project No. 1309 by the above-named transferees. In acknowledg- 
ment of the acceptance of the license, this instrument shall be signed by the 
new licensees and returned to the Commission within 60 days from the date of 
issuance of this order. 


Order issuing license (major) 
Wisconsin Public Service Corp. 
Project No. 1999 
May 10, 1955 


Application was filed on July 6, 1948, and later supplemented by Wisconsin 
Public Service Corporation of Milwaukee, Wisconsin, for a license under the 
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Federal Power Act (hereinafter referred to as the Act) for constructed major 

! Project No. 1999, known as the Wausau project, located on the Wisconsin River, 
a navigable water of the United States, within the city of Wausau, Marathon 
County, Wisconsin. 

The project, which was constructed and placed in operation in 1921 with a 
third unit being installed in 1924, consists of: 

(a) Alllands constituting the project area and inclosed by the project boundary 
or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands 
or interest therein are owned or held by the Licensee or by the United States; 
such project area and project boundary being more specifically shown and de- 
scribed by certain exhibits which formed part of the application for license and 
which are designated and described as follows: 

Echibit J d K: (FPC Nos. 1999-1, -9 and -10) General and detailed maps 
showing project area and project boundary of Wausau Development. 

(b) All project works consisting of a concrete and masonry dam having a 
total length of about 1,036 feet and comprised of a powerhouse section, an over- 
flow spillway section surmounted with flashboards, a tainter gate section with 
seven gates, a needle section, and bulkhead sections, located in the west channel 
of the Wisconsin River in the City of Wausau, Wisconsin; guard locks located 
upstream from the main dam in the east channel; a reservoir with a normal 
water surface elevation of 1187.54 feet (W. P. S. datum 1922 equals 1186.87 feet, 
USGS datum 1929) and an area of about 304 acres extending upstream about 
514 miles to the Village of Brokow; a powerhouse with three units of equal 
size installed therein having a total capacity of 5,400 kilowatts; two short 4-kv 
transmission lines about 350 feet long to a substation ; and appurtenant electrical 
and mechanical facilities; the location, nature, and character of which are 
more specifically shown and described by the exhibits hereinbefore cited and by 
certain other exhibits which also formed part of the application for license and 
which are designated and described as follows: 

Exhibit L-1: (FPC No. 1999-2) Plan and Sections of Dam; 

_Evhibit L-2: (FPC No. 1999-4) Plan and Sections of Guard Locks; 

Exhibit L-3: (FPC No. 1999-5) Powerhouse Plan; 

Erhibit L-4: (FPC No. 1999-6) Powerhouse Elevation; 

Erhibit L-5: (FPC No. 1999-7) Powerhouse Section; and 

‘Exhibit M: Four sheets giving general description and specifications of equip- 
ment, filed in the Commission November 25, 1953. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as part of the project is 
approved or acquiesced in by the Commission; also, all riparian or other 
rights, the use or possession of which is necessary or appropriate in the mainte- 
nance or operation of the project. 

The Chief of Engineers, by letter dated December 20, 1948, made certain 
recommendations with respect to conditions to be included in the license in the 
interest of navigation. Such conditions are hereinafter provided. The Secretary 
of the Army and the Chief of Engineers have approved the plans of the project 
structures insofar as the interests of navigation are concerned. 

An Assistant Secretary of the Department of the Interior, acting for the 
Secretary of the Interior, has reported that the Department has no objection 
to the issuance of a license for the project. 
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On December 23, 1937, the Commission ordered an investigation, under Docket 
No. IT-5501, of the maintenance and operation of hydroelectric power develop- 
ments (including this project) not under license from this Commission and 
located on streams over which Congress has jurisdiction undér its authority 
to regulate commerce with foreign nations and among the several States. 

The Wisconsin River is a navigable water of the United States from its 
source in Lac Vieux Desert (located partly in Michigan and partly in Wisconsin ) 
to its junction with the Mississippi River near the City of Prairie du Chien, 
Wisconsin (Wisconsin Public Service Corporation, et al. vy. Federal Power Com- 
mission, 147 F. 2d 743 (CA 7), certiorari denied, 325 U. S. 880). 

The Commission jinds: 

(1) The Applicant is a corporation organized under the laws of the State of 
Wisconsin with its principal office at Milwaukee, Wisconsin, and has submitted 
satisfactory evidence of compliance with the requirements of all applicable 
State laws insofar as necessary to effect the purposes of a license for the project. 

(2) No conflicting application is on file with the Commission. Public notice 
of the application has been given as required by the Act. 

(3) The project does not affect any Government dam, nor will the issuance 
of a license therefor, as hereinafter provided, affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(4) Under present circumstances and conditions and upon the terms and 
conditions hereinafter imposed, the project is best adapted to a comprehensive 
plan for improving and developing the Wisconsin River for use and benefit of 
interstate or foreign commerce for the improvement and utilization of water- 
power development and for other beneficial public uses, including recreational 
purposes. 

(5) The installed horsepower capacity of the project hereinafter authorized 
is 7,200 horsepower, and the energy generated is used for public utility purposes. 

(6) The amount of annual charges to be paid under the license for the purpose 
of reimbursing the United States for the costs of administration of Part I of 
the Act is reasonable as hereinafter fixed and specified. 

(7) The maps, plans, and specifications designated and described in para- 
graphs (a) and (b) above conform to the Commission’s rules and regulations 
and should be approved as part of the license for the project. 

The Commission orders: 

(A) This license is issued to the Wisconsin Public Service Corporation (here- 
inafter referred to as the Licensee) under Section 4 (e) of the Act, for a period 
effective January 1, 1938, and terminating June 30, 1970, for the operation and 
maintenance of Project No. 1999 located upon the Wisconsin River, a navigable 
water of the United States, subject to the terms and conditions of the Act which 
is incorporated herein by reference as a part of this license, and subject to such 
rules and regulations as the Commission has issued or prescribed under the 
provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-3, December 15, 1953, entitled “Terms and Conditions of License for 
Constructed Major Project Affecting Navigable Waters of the United States,” 
17 F. P. C. 385, which terms and conditions are attached hereto and made a 
part hereof; and subject to the following special conditions set forth herein as 
an additional article. 

Article 18. The Licensee shall pay to the United States the following annual 
charges, effective as of January 1, 1938: 
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For the purpose of reimbursing the United States for the costs of adminis- 
tration of Part I of the Act, 1 cent per horsepower on the authorized installed 
capacity (7,200 horsepower), plus 2%4 cents per 1,000 kilowatt-hours of gross 
energy generated during the calendar year for which the charge is made. 

(C) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license.. In acknowledgment of the acceptance of this license, it shall be signed 
for the Licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 


Order issuing preliminary permit 


Georgia Power Co. 
Project No. 2177 
May 10, 1955 


Application was filed January 10, 1955, by Georgia Power Company, of Atlanta, 
Georgia, for a preliminary permit under the Federal Power Act (hereinafter 
referred to as the Act) for proposed Project No. 2177, to be located on the 
Chattahoochee River, a navigable water of the United States, in Lee County, 
Alabama, and Muscogee County, Georgia. 

As described in the application, the proposed project, designated Clapp’s 
Factory Development, will consist of a concrete gravity dam located about % mile 
upstream from the city limits of Columbus, Georgia; a reservoir about 844 miles 
long extending to the applicant’s existing Goat Rock hydroelectric develop- 
ment; a powerhouse with an initial installation of about 65,000 horsepower ; 
and appurtenant mechanical and electrical facilities. 

The applicant proposes to distribute the power generated through its system 
for public-utility purposes. 

The River and Harbor Act of 1946 modified the general plan of development 
for navigation and power for the Apalachicola, Chattahoochee, and Flint River 
System as approved by the River and Harbor Act of 1945 and authorized, among 
other things, the multiple-purpose Buford reservoir now under construction in 
the headwaters of the Chattahoochee River for navigation, flood control, and 
power. . 

The Chief of Engineers, Department of the Army, has reported favorably on 
the application and that the project potentialities should be thoroughly in- 
vestigated so that the best plan of development in the public interest would be 
presented. 

An Assistant Secretary of the Interior, acting for the Secretary of the Interior, 
has reported favorably on the application and has recommended inclusion in 
the preliminary permit of a stipulation in the interest of fish and wildlife 
resources substantially as hereinafter provided. 

The permit issued herein does not authorize construction of the proposed 
project—being for the sole purpose of maintaining priority of application for 
a license for the project under the terms of the Federal Power Act. 

The Commission finds: 


(1) The applicant is a corporation organized under the laws of the State of 
Georgia. 
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(2) The project will be located on the Chattahoochee River, a navigable water 
of the United States at least from Columbus to its mouth. 

(3) The proposed reservoir would have sufficient usable storage capacity to 
enable it to be operated in such a manner as to affect the water stage in the 
Chattahoochee River at Columbus or below, which section of the river has been 
found to be a navigable water of the United States, and thus the construction 
of the proposed reservoir would affect the navigable capacity of the Chattahoo- 
chee River. 

(4) The interests of interstate or foreign commerce would be affected by the 
construction and operation of the reservoir proposed by the applicant. 

(5) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 

(6) The project does not affect any Government dam and no reason is ap- 
parent at this time for its development by the United States. 

The Commission orders: 

(A) This preliminary permit is issued to Georgia Power Company (herein- 
after referred to as the Permittee) for a period of two years, effective as of 
May 1, 1955, for the sole purpose of maintaining priority of application for a 
license for Project No. 2177, affecting a navigable water of the United States, 
subject to the terms and conditions of the Act which is hereby incorporated by 
reference as a part of this permit, and subject to such rules and regulations as 
the Commission has issued or prescribed under the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in 
Form P-1, entitled “Terms and Conditions of Preliminary Permit,” 16 F. P. C. 
1308, which terms and conditions (described as Articles 1 through 8) are 
attached hereto and made a part hereof; and subject to the following special 
conditions set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each six-month period 
from the effective date of the permit to the Commission’s Regional Engineer in 
Atlanta, Georgia, accurate statements of the work accomplished during the 
period and of the work contemplated under the preliminary permit for the 
ensuing period. 

Article 10. The Permittee shall during the period of project planning co- 
operate with the Department of Conservation of the State of Alabama, the 
Georgia Fish and Game Department, and the United States Fish and Wildlife 
Service in order that adequate provision may be made for the conservation of 
fish and wildlife resources. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
preliminary permit. In acknowledgment of the acceptance of this preliminary 
permit, it shall be signed for the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Order authorizing issuance of common stock 
Iowa Public Service Co. 
Docket No. E-6613 
May 11, 1955 


Iowa Public Service Company (Applicant), incorporated under the laws of 
the State of Iowa, and qualified to do business as a foreign corporation in the 


468917—59—49 
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States of Nebraska and South Dakota, with its principal place of business in 
Sioux City, Iowa, filed an application on April 11, 1955, as amended April 20, 
1955, and May 5, 6, and 10, 1955, for authorization, pursuant to Section 204 of 
the Federal Power Act, to issue 270,220 shares of its common stock (par value 
$5 per share). 

Applicant proposes to issue the shares pro rata to its existing common stock- 
holders pursuant to preemptive rights. The 270,220 shares of common stock will 
be offered for subscription at a price of $15.50 per share on the basis of one 
new share for each ten shares of common stock held of record at 3 p. m., EDST, 
May 11, 1955. Rights to subscribe for the proposed issuance together with an 
over-subscription privilege will be evidenced by a single form of transferable 
warrant which will expire at 3 p. m., EDST, June 1, 1955. 

The Applicant states that the 270,220 shares to be issued will not be under- 
written and that no person has received or is entitled to any fee for services 
(other than attorneys, accountants and similar technical services) in connection 
with the issuance and sale thereof. 

The net proceeds to be obtained from the proposed issuance estimated to be 
$4,188,410 will first be used to pay off temporary bank loans incurred to secure 
funds for construction purposes, in the aggregate principal amount of $1,000,000, 
with the remainder to be applied, together with cash derived from operations, 
to Applicant’s 1955 construction program estimated to cost $8,000,000. 

Written notice of the application has been given to the State Commerce 
Commission of Iowa, the Nebraska State Railway Commission, the Public 
Utilities Commission of South Dakota and to the Governor of each of those 
States. Notice of the application was also published in the Federal Register 
(20 F. R. 2606), on April 19, 1955, stating that any person desiring to be 
heard or to make any protest with reference to the application should file a 
petition or protest on or before May 2, 1955. No protest or petition or request 
to be heard with respect to the application has been received. 

By order dated May 3, 1955, the Nebraska State Railway Commission author- 
ized Applicant to issue 270,220 shares of common stock (par value $5 per share), 
in the manner as described above. 

The Commission finds: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of Iowa. It owns and operates facilities, among others, for the trans- 
mission of electric energy which is generated in the State of Iowa and consumed 
in the State of South Dakota, and for the transmission and sale at wholesale of 
electric energy which is generated in the State of Iowa and consumed in the 
State of Nebraska, all of which facilities are in addition to and do not include 
facilities used for the generation of electric energy, facilities used in local dis- 
tribution, or only for the transmission of electric energy in intrastate com- 
merce, or facilities for the transmission of electric energy consumed wholly by 
the transmitter, and Applicant is, therefore, a public utility within the meaning 
of that term as used in Section 204 of the Federal Power Act. 

(2) The proposed issuance of common stock, as described above, will constitute 
an issuance of securities within the purview of Section 204 of the Federal 
Power Act. 

(3) The proposed issuance of common stock, as described above, is not subject 
to the competitive bidding requirements of Sections 34.la (b) and (c) of the 
Commission’s General Rules and Regulations by reason of Section 34.1a (a) (1). 


1 Included within the 270,220 shares to be issued are two previously-issued and out- 
standing shares of Applicant’s Common Stock which were reacquired and are presently 
held by it as Treasury Stock. 
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(4) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the mean- 
ing of Section 204 (f) of the Federal Power Act, and the proposed issuance 
of securities is, therefore, not exempt by virtue of that Section from the re- 
quirements of Section 204 of the Act. 

(5) The proposed issuance of securities as hereinafter authorized will be for 
a lawful object, within the corporate purposes of the Applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by the Applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

(6) The public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance of securities, as described above, upon the terms 
and conditions and for the purposes specified in the application, be and the same 
is hereby authorized subject to the provisions of this order. 

(B) This authorization shall expire unless the transaction herein authorized 
is consummated within 60 days from the issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body, with respect to rates, services, ac- 
counts, valuation, estimates or determinations of costs, or any matter what- 
soever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or ob- 
ligation on the part of the United States in respect of any securities to which 
this order relates. 

Commissioner Digby not participating. 


Order issuing license (major) 
The Washington Water Power Co. 
Project No. 2075 
May 12, 1955 


Application was filed December 1, 1954, and later supplemented, by The 
Washington Water Power Company, of Spokane, Washington, for a license under 
the Federal Power Act (hereinafter referred to as the Act) for proposed major 
Project No. 2075, to be known as the Noxon Rapids Hydroelectric Project and 
located on Clark Fork, a navigable water of the United States, in Sanders 
County, Montana, and affecting public lands of the United States and lands 
of the United States within the Kaniksu and Lolo National Forests, formerly 
Cabinet National Forest. 

The proposed project consists of: 

(a) All lands constituting the project area and enclosed by the project boundary 
or the limits of which are otherwise defined, and/or interest in such lands neces- 
sary or appropriate for the purposes of the project, whether such lands or 
interest therein are owned or held by the applicant or by the United States; 
the general location of such project area being shown and described by a certain 
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exhibit which formed part of the application for license and which is designated 
and described as follows: 


EXHIBIT J 


FPC No. | Drawing No. | Showing 


F-137668 | Project (General Map). 
F-137669 Reureae Relocation 
jan. 


(b) Principal structures, comprising a dam at the Noxon Rapids site com- 
posed of a concrete spillway section, a concrete intake (non-overflow) section, 
and two earth-fill sections, creating a reservoir with top pool elevation at about 
2,331 feet and extending about 38 miles upstream to the tailwater of the existing 
Thompson Falls project; a powerhouse at the toe of the dam containing four 
turbines, each operating under a mean net head of 152 feet and driving an 
84,000-kilowatt generator, with provision for the future installation of a fifth 
similar generating unit; five penstocks; transformer and switching structures; 
and appurtenant facilities; the location, nature, and character of which are 
more specifically shown and described by the exhibit hereinbefore cited and by 
certain other exhibits which also formed part of the application for license 
and which are designated and described as follows: 


EXHIBIT L 


Sheet No. FPC No, |jDrawing No. Showing 


2075-8 F-137652 | General Plan. 

2075-9 F-137653 = and Sections, except for embankment sec- 
tions. 

2075-10 F-137654 | Powerhouse and Intake Dam Cross Section. 

2075-11 F-137655 | Powerhouse Plans. 

2075-13 F-137657 | One Line Wiring Diagram. 





EXHIBIT M (REVISED) 


Statement in two sheets entitled “‘General Description and Specifications of Equipment." 


Page 1 re- 
ceived in the office of the Commission on April 21, 1955; page 2 0n December 1, 1954. 


(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as part of the project is 
approved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
or operation of the project. 

The Secretary of the Army and the Chief of Engineers have approved the 
plans of the project structures insofar as the interests of navigation are con- 
cerned. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Kaniksu and Lolo National Forests, has reported favorably 
on the application, subject to the inclusion in the license of a stipulation con- 
cerning road connections substantially as hereinafter provided. 

An Assistant Secretary of the Interior, acting for the Secretary of the In- 
terior, has reported favorably on the application and has recommended the in- 
clusion in the license of a provision to provide protection for upstream use of 
water for conservation purposes and of stipulations in the interest of fish and 
wildlife resources substantially as hereinafter provided. 














ORDERS 733 


The Department of Fish and Game of the State of Montana has reported 
favorably on the application, subject to the inclusion in the license of a stipula- 
tion concerning wildlife problems substantially as hereinafter provided. 

The Board of County Commissioners of Sanders County, Montana, has recom- 
mended that a license be issued for the project. 

Several property owners in the area filed informal protests against the is- 
suance of a license for the project on the ground that the project would have 
detrimental effects on the lands. 

Clark Fork is a navigable water of the United States, at least from Pend 
Oreille Lake in Idaho to the mouth of the Jocko River in Montana (8 F. P. C. 
751, 753), within which stretch proposed Project No. 2075 is to be located. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
Washington and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the 
purposes of a license for the project. 

(2) No conflicting application is before the Commission. Public notice has 
been given as required by the Act. 

(3) The applicant has submitted satisfactory evidence of its financial ability 
to construct and operate the proposed project. 

(4) The project does not affect any Government dam, nor will the issuance of 
a license therefor as hereinafter provided affect the development of any water 
resources for public purposes which should be undertaken by the United States. 

(5) The project will be located upon a navigable water of the United States 
and will occupy lands of the United States, the area of such lands not being 
determinable at this time. 

(6) The issuance of a license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes of any reservation or with- 
drawal of public lands, or with the purposes for which the Kaniksu and Lolo 
National Forests were created or acquired. 

(7) The project is best adapted to a comprehensive plan for improving and 
developing Clark Fork for the use and benefit of interstate or foreign com- 
merce, for the improvement and utilization of water-power development, and for 
other beneficial public uses, including recreational purposes. 

(8) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative an- 
nual charge is 448,000 horsepower, and the energy generated thereby will be 
distributed through the applicant’s transmission system to its customers and 
to the Northwest Power Pool. 

(9) The amount of the annual charge to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Act is reasonable as hereinafter fixed and specified and it is 
desirable to reserve for determination at a later date the amount of the annual 
charge to be paid under the license for the purpose of recompensing the United 
States for the use, occupancy, and enjoyment of its lands. 

(10) In accordance with Section 10 (d) of the Act, the rate of return upon 
the net investment in the project, and the proportion of surplus earnings to be 
paid into and held in amortization reserves, are reasonable as hereinafter 
specified. 

(11) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 
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(12) The licensee shall submit within one year from the date of issuance of 
this license Exhibits F and K in accordance with the Commission’s rules and 
regulations and shall also submit as hereinafter provided Exhibit L drawings 
showing the final design of the earth embankment sections of the dam. 

(13) It is desirable to reserve for determination at a later date what trans- 
mission facilities, if any, are a part of the project and shall be included in the 
license. 

The Commission orders: 

(A) This license is issued to The Washington Water Power Company under 
Section 4 (e) of the Act for a period of 50 years, effective as of May 1, 1955, for 
the construction, operation, and maintenance of Project No. 2075 upon Clark 
Fork, a navigable water of the United States, and affecting public lands of the 
United States and lands of the United States within the Kaniksu and Lolo 
National Forests, subject to the terms and conditions of the Act which is in- 
corporated by reference as a part of this license, and subject to such rules and 
regulations as the Commission has issued or prescribed under the provisions 
of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-6, December 15, 1953, entitled “Terms and Conditions of License for 
Unconstructed Major Project Affecting Navigable Waters and Lands of the 
United States,” 16 F. P. C. 1121, which terms and conditions are attached hereto 
and made a part hereof; and subject to the following special conditions set forth 
herein as additional articles: 

Article 28. The Licensee shall commence construction of the project on or 
before January 1, 1956; shall thereafter with due diligence prosecute such con- 
struction; and shall complete the project with installation of four generating 
units on or before June 30, 1960; and shall at such time as the Commission may 
direct and to the extent that it is economically sound and in the public interest 
to do so, after notice and opportunity for hearing, complete the project to its 
ultimate developnient: Provided, however, That the Licensee shall not begin 
construction of the earth embankment sections of the dam until the Commission 
approves Exhibit L drawings, to be filed under Article 30 hereof, showing the 
final design of the earth embankment sections. 

Article 29. The Licensee shall, prior to impounding water, clear all lands in 
the bottoms and margins of reservoirs between high-water elevation 2,331 feet 
and a plane at elevation 2,290 feet above mean sea level, and shall cut all trees 
and brush within the area below the 2,290-foot elevation so that no brush or 
trees will protrude above said elevation; and shall dispose of all temporary 
structures, unused timber, brush, refuse, or inflammable material resulting from 
the clearing of the lands or from the construction and maintenance of the project 
works. In addition, all trees above the high-water line of the reservoirs which 
may die from operation of the reservoir shall be removed. The clearing of the 
lands and the disposal of the material shail be done with due diligence and 
to the satisfaction of the authorized representative of the Commission. 

Article 80. The Licensee shall, prior to commencement of construction of the 
earth embankment sections of the dam, file with the Commission Exhibit L 
drawings showing the final design of the earth embankment sections, and, within 
one year from the date of issuance of this license, also file Exhibits F and K in 
conformity with the Commission’s rules and regulations.* 


* Commission’s order of June 13, 1956, extended the time for the filing of exhibits F 
and K to May 11, 1957. 
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Article 31. The Commission reserves the right to determine at a later date 
what transmission facilities, if any, are a part of the project and shall be 
included in this license. 

Article $2. The Licensee shall make and/or contribute to the making of 
preconstruction and postconstruction investigations and studies of the fish and 
wildlife problems caused by construction of the project, and thereafter enter into 
negotiations and agreements with the State of Montana Department of Fish 
and Game for alleviating losses and costs created by the construction of the 
project. Should the Licensee and the State agency fail to agree as contemplated 
herein, the Commission reserves the right to make a final determination in this 
matter after notice and opportunity for hearing. 

Article 88. The Licensee shall restore on locations and to construction stand- 
ards agreeable to the Regional Forester, United States Forest Service, Missoula, 
Montana, and the Licensee, road connections between the road system serving 
national forest land and the State Highway, as necessitated by construction of 
the project. Should the Licensee and the Regional Forester fail to agree as 
contemplated herein, the Commission reserves the right to make a final deter- 
mination in this matter after notice and opportunity for hearing. 

Article 34. The Licensee shall construct, maintain, and operate such protec- 
tive devices and comply with such reasonable modifications of project structures 
and operation of the project in the interest of fish and wildlife resources as 
may be prescribed hereafter by the Commission upon the recommendations of 
the Secretary of the Interior and the State of Montana Department of Fish 
and Game. 

Article 35. The Licensee shall not make any claims under the authority of 
this license against the United States or any water users’ organization claiming 
through the United States for any damage resulting from any future depletion 
in flow of the waters of Clark Fork and its tributaries occurring upstream 
from the project reservoir for the irrigation of lands and other beneficial con- 
sumptive uses. 

Article 36. The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of Part I of the Act, 1 cent per horsepower on the authorized installed 
capacity (448,000 horsepower), plus 244 cents per 1,000 kilowatt-hours of gross 
energy generated by the project during the calendar year for which the charge is 
made; and 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, an amount to be determined hereafter. 

(C) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
for the Licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 

Commissioner Digby not participating. 
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Order permitting amortization of charges associated with refunded bonds 
under balance sheet accounts instruction 6-—E 


Metropolitan Edison Co. 
Docket No. E-6602 
May 13, 1955 


Metropolitan Edison Company (Applicant), incorporated under the laws of 
the Commonwealth of Pennsylvania, with its principal place of business in 
Muhlenberg Township, Berks County, Pennsylvania, filed an application on Jan- 
uary 24, 1955, and amendment thereto on February 15, 1955, for permission under 
balance sheet accounts instruction 6-E of the Commission’s Uniform System of 
Accounts Prescribed for Public Utilities and Licensees to amortize an amount 
of redemption premium associated with the refunding of $8,000,000, principal 
amount, of its 3%% first mortgage bonds, series due 1983, over a period sub- 
sequent to the redemption date thereof indicated to be October 20, 1954. 

The aggregate amount of redemption premium paid by Applicant is stated to 
be $336,000 and is proposed to be disposed of by a charge to income of an 
amount equal to the reduction of Applicant’s 1954 income taxes (federal and 
state), arising from the refunding transaction which reduction is estimated 
to be $166,000 and amortization of the remainder over a period of five years 
and eight months in annual amounts of $30,404 which are stated to be equal to 
the net annual reduction in interest arising from the refunding. 

No request has been made for permission to amortize any other amount of 
expense incurred in connection with the refunding of the 1983 series bonds 
over a period subsequent to the redemption date thereof. 

Applicant’s 1953 Annual Report (F. P. C. Form No. 1) indicates that as of 
December 31, 1953, there were no unamortized amounts of debt discount and 
expense or premium relating to the refunded 1983 series bonds. 

Applicant, a subsidiary of a registered holding company, states that the 
redemption of the 1983 series bonds was accomplished through the use of a 
portion of the proceeds obtained from its issuance and sale on October 11, 1954, 
of $15,000,000 principal amount, of 314%4% first mortgage bonds, series due 1984. 
The Applicant states that the issuance of these bonds, was authorized by order 
of the Securities and Exchange Commission dated September 27, 1954, which 
provides, in part, that: 

* * * nothing herein contained shall be deemed to constitute approval 
or disapproval of the accounting treatment in respect of the proposed 
transactions. 

By letter dated April 19, 1955, the Pennsylvania Public Commission indicated 
that it did not wish to enter any objection to the above-described accounting 
treatment of the redemption premium. 

The Commission finds: 

(1) Applicant is a licensee under Part I of the Federal Power Act and a 
public utility within the meaning of Part II of that Act as set forth in prior 
Commission orders and is subject in both capacities to the requirements of the 
Commission’s Uniform System of Accounts. With respect to the accounting for 


1 Expenses other than the amount of redemption premium paid in connection with the 
refunded bonds have not been stated by the Applicant separately from an amount of 
$70,566.74, which Applicant reports as expenses relating to the sale of the new issue. 
The amount of duplicate interest charges incurred in the refunding transaction is not 
set forth in the application. 
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the refunding transaction referred to above, Applicant is not subject to any 
requirement of the Public Utility Holding Company Act of 1935 or of any rule, 
regulation or order thereunder, and hence is not exempt under Section 318 of 
the Federal Power Act from the requirements of balance sheet accounts in- 
struction 6-E of the Commission Uniform System of Accounts. 

(2) Good and sufficient cause has been shown for this Commission to permit 
exemption, as hereinafter provided, from the provisions of balance sheet ac- 
counts instruction 6-E of the Commission’s Uniform System of Accounts. 

The Commission orders: 

(A) Amortization of the redemption premium associated with Applicant’s 
refunded 1983 series bonds over a period subsequent to the date of redemption 
thereof, all as described above, is hereby permitted in the manner hereinafter 
set forth; provided, however, the Applicant may, if it chooses, accelerate the 
amortization thereof: 

(a) By an immediate debit effective in October 1954, to Account 531, Amortiza- 
tion of Debt Discount and Expense, of an amount equal to the reduction in Ap- 
plicant’s 1954 income taxes (federal and state), resulting from the refunding 
transaction, estimated to amount to $166,000; 

(b) By equal monthly debits to Account 531, Amortization of Debt Discount 
and Expense, over a period estimated at five years and eight months, com- 
mencing October 1, 1954, of amounts equal to the net monthly reduction in 
interest resulting from the refunding transaction, estimated by the Applicant to 
amount to $30,404 per annum. 

(B) Nothing herein contained shall be construed as permitting the amortiza- 
tion of the amount of any other expenditure incurred by Applicant in connection 
with the redemption of the 1983 Series Bonds over a period subsequent to the 


date of redemption of those Bonds. Any such additional expenditure shall be 

accounted for as provided by the Commission’s Uniform System of Accounts. 
(C) The permission granted herein is for accounting purposes only, and shall 

not be construed as a finding with respect to the reasonableness of such amortiza- 

tion charges, should such issue arise in any proceeding affecting the rates, 

charges, practices, rules, regulations, or operations or tariffs of the Applicant. 
Commissioner Digby not participating. 


Findings and order issuing certificate of public convenience and necessity 
authorizing acquisition and operation of facilities and permitting 
abandonments of services and facilities 


Texas Northern Gas Corp., Louisiana Natural Gas Corp., 
Texas Gas Transmission Corp. 


Docket Nos. G-6851, G-6852, G-6853 
May 13, 1955 


Applications have been filed with the Federal Power Commission on Decem- 
ber 2, 1954, for a certificate of public convenience and necessity, pursuant to 
Section 7 of the Natural Gas Act, authorizing the acquisition, operation, and 
approval of abandonments of services and facilities as hereinafter described, 
subject to the jurisdiction of the Commission, all as more fully represented in 
the respective applications now on file with the Commission and open to public 
inspection. 
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Texas Gas Transmission Corporation (Texas Gas), a Delaware corporation 
with its principal place of business in Owensboro, Kentucky, filed its application 
in Docket No. G-6853 requesting authority to acquire, through merger, and 
operate the facilities of its wholly-owned subsidiaries, Texas Northern Gas 
Corporation (Texas Northern) and Louisiana Natural Gas Corporation (Louisi- 
ana Natural). 

Louisiana Natural, a Louisiana corporation with its principal place of busi- 
ness in Shreveport, Louisiana, filed its application in Docket No. G-6852 for 
permission and approval to abandon, through merger with Texas Gas, all its 
facilities and the service rendered by means of such facilities. 

Texas Northern, a Delaware corporation with its principal place of business 
in Shreveport, Louisiana, filed its application in Docket No. G-6851 for permis- 
sion and approval to abandon, through merger with Texas Gas, all its facilities 
and the service rendered by means of such facilities. 

Texas Gas states that Texas Northern and Louisiana Natural are primarily 
engaged in the acquisition of gas reserves in the Louisiana Gulf Coast area for 
delivery to the parent corporation, Texas Gas. It is further stated that the pro- 
posed merger of the three companies will permit reduction and economies in 
general overhead expense, accounting, reporting, and administrative and general 
expense; and will provide better control over the design of and expenditures for 
construction and maintenance of additional supply gathering facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 9, 1955, respecting the matters involved in and the issues presented by the 
applications. No petitions to intervene or protests to the granting of the ap- 
plications have been received. 

Applicants have requested that their respective applications be heard under 
the shortened procedure provided by Section 1.32 (b) (18 CFR 1.32 (b)) of the 
Commission’s Rules of Practice and Procedure. 

The Commission finds: 

(1) Applicant, Texas Gas Transmission Corporation, having its principal place 
of business in Owensboro, Kentucky, is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order issued March 30, 1949, in Docket No. G-859, 8 F. P. C. 190. 

(2) Applicant, Louisiana Natural Gas ‘Corporation, having its principal place 
of business in Shreveport, Louisiana, is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order issued July 25, 1952, in Docket No. G—1852, 11 F. P. C. 227. 

(3) Applicant, Texas Northern Gas Corporation, having its principal place 
of business in Shreveport, Louisiana, is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order issued July 25, 1952, in Docket No. G-1853, 11 F. P. C. 227. 

(4) The facilities proposed to be acquired, through merger, are to be operated 
and used in the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, and the acquisition and operation 
thereof are subject to the requirements of subsections (c) and (e) of Section 7 
of the Natural Gas Act. 

(5) The facilities which Louisiana Natural and Texas Northern propose to 
abandon, as described in their respective applications in Docket Nos. G-6852 
and G-6851, are used for the transportation and sale of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission, and the abandon- 
ment of such facilities and the service rendered by means thereof are subject 
to the requirements of Section 7 (b) of the Natural Gas Act. 
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(6) The proposed abandonment by Louisiana Natural and Texas Northern 
and acquisition, by merger, and operation of facilities by Texas Gas are re- 
quired by the public convenience and necessity, and authorization and approval 
therefor should be granted as hereinafter ordered. 

(7) The respective Applicants are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(8) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (4), and (5) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure (18 CFR 157.20) should 
attach to the certificate hereinafter issued, and that the time within which the 
acts authorized and approved by this order shall be completed and in actual 
operation should be fixed at 4 months from the date on which this order issues. 

(9) This proceeding is a proper one for disposition under the provisions of 
Section 1.32 (b) of the Commission’s Rules of Practice and Procedure, and suffi- 
cient cause exists for the Commission forthwith to render its final decision in 
the instant proceedings. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
issued authorizing Texas Gas Transmission Corporation to acquire and operate 
all facilities, subject to the jurisdiction of the Commission, now owned and 
operated by Louisiana Natural Gas Corporation and Texas Northern Gas Cor- 
poration as hereinbefore described, as more fully represented in the application 
in Docket No. G-6853, upon the terms and conditions of this order. 

(B) Permission and approval be and is hereby granted Louisiana Natural 
Gas Corporation and Texas Northern Gas Corporation to abandon the facilities 
and services through merger with Texas Gas hereinbefore described, as more 
fully represented in their respective applications in Docket Nos. G-6852 and 
G-6851. 

(C) The certificate and authorizations herein granted shall be accepted in 
writing, and under oath, by a responsible official of the respective Applicants, and 
the general terms and conditions set forth in paragraphs (1), (2), (4), and (5) 
of Section 157.20 of the Commission’s Rules and Regulations shall attach to the 
authorizations granted in paragraphs (A) and (B) hereof, and to the exercise 
of the rights granted thereunder. 

(D) The time within which the authorizations herein granted shall be ef- 
fectuated and in actual operation, as provided by paragraph (2) of Section 157.20 
of the Commission’s Rules and Regulations, is hereby fixed at 4 months from 
the date on which this order issues. 
Commissioner Digby not participating. 


Order approving change of project plans 
The California Oregon Power Co. 
Project No. 1927 
May 16, 1955 


On February 14, 1955, The California Oregon Power Company, licensee for 
major Project No. 1927, filed application for approval of change of plans involv- 
ing relocation of the unconstructed Lemolo No. 1 transmission line extending 
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from the Lemolo No. 1 hydroelectric development, and extension where necessary 
of the tentative project boundary to include the line as relocated. 

The application states that the proposed changes are necessary and desirable 
in order to locate the transmission line on the most advantageous terrain 
available and where clearing of merchantable timber would be at a minimum. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 


supervision of the Umpqua National Forest lands involved, has reported favorably 
on the application. 


The Commission /inds: 

Approval of the aforementioned amended plans is both appropriate and 
desirable by approval of the following-described exhibit: 

Exhibit K-23 (FPC Nos. 1927-177 to —181, inclusive), which modifies Exhibit 
J-12 (FPC No. 1927-112) and Exhibit K-17 (FPC Nos. 1927-121 to —125, in- 


elusive) insofar as the location of the Lemolo No. 1 transmission line is con- 
cerned. 


The Commission orders: 

The Exhibit K-23 described in the above finding is approved as part of the 
license for Project No. 1927, and Exhibits J-12 and K-17 described in the above 
finding are superseded to the extent of their modification. 

Commissioner Digby not participating. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G-—2530 
May 19, 1955 


El Paso Natural Gas Company (Applicant), a Delaware corporation whose 
address is El Paso, Texas, filed an application on August 5, 1954, which was 
supplemented on December 27, 1954, for a certificate of public convenience and 
necessity pursuant to Section 7 of the Natural Gas Act, authorizing Applicant 
to render service as hereinafter described, subject to the jurisdiction of the 
Commission, all as more fully represented in the application which is on file 
with the Commission and open for public inspection. 

Applicant proposes to construct and operate a tap approximately at mile 
post 229 on Applicant’s 30-inch Permian-San Juan cross-over line in Torrance 
County, New Mexico, together with metering and regulating equipment for the 
sale of natural gas to the town of Mountainair, New Mexico, for resale in the 
Town of Mountainair and vicinity. The cost of such tap, meter and regulator 
to El Paso is estimated to be $6,152.00, to be financed from cash on hand. 

The town of Mountainair proposes to acquire the existing L. P. G. distribu- 
tion system which at present serves a part of the town, convert it to natural 
gas, extend this distribution system as necessary to provide for additional 
customers, and construct and operate 12 miles of 3%4-inch line from Applicant's 
meter station to the town border of Mountainair to bring natural gas service 
to the town of Mountainair. The total cost of the Mountainair project is esti- 
mated to be $174,486, to be financed by the town from an issue of natural gas 
unity revenue bonds in the amount of $175,000. 
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Applicant has requested omission of the intermediate decision procedure 
and that its application be heard under the shertened procedure provided by 
Section 1.82 (b) (18 CFR 1.82 (b)) of the Commission’s Rules of Practice and 
Procedure. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 10, 1955, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and therefore is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its January 11, 1944 order in Docket No. G-288, 
4 F. P. C. 486. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transportation and sale for resale of 
natural gas in interstate commerce as integral parts of Applicant’s existing pipe- 
line system, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant for 
the transportation and sale for resale of natural gas as therein set forth, are 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) This proceeding is a proper one for disposition under the provisions of 
Section 1.32 (b) of the Commission’s Rules of Practice and Procedure, and 
sufficient cause exists for the Commission forthwith to render its final decision 
in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity by and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate 
the facilities hereinbefore described, subject to the jurisdiction of the Commis- 
sion, all as more fully described in the application in this proceeding, for the 
transportation and sale for resale of natural gas as therein set forth, upon the 
terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraph (1), (2), (3) (i), (3) (ili), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation as provided by paragraph (2) of Section 157.20 of the Commission’s 
Rules of Practice and Procedure by January 1, 1956. 

(D) Applicant shall make the proposed sale and render the proposed service 
initially under Applicant’s presently effective New Mexico Rate Schedules A-2 
and B-3 as proposed, or any effective superseding rate schedule. 
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Order approving proposed settlement and providing for the filing of 
rate schedules and tariff revisions 


Southern Natural Gas Co. 
Docket No. G—4264 
May 19, 1955 


This is a rate proceeding arising from a rate increase filed by Southern 
Natural Gas Company (Southern). The record herein has been certified to us 
for consideration of a proposed settlement, as stated by Southern's counsel in 
open hearing on April 28, 1955, and as agreed to by all parties to the proceeding 
on the record. Upon consideration of the record, we approve the terms of the 
proposed settlement, permitting the agreed-upon tariff and rate schedules to 
become effective subject to the terms and conditions agreed to by the parties, 
as hereinafter ordered. 

On September 30, 1954, Southern filed with the Commission its FPC Gas 
Tariff, Second Revised Volume No. 1, subsequently amended pursuant to Com- 
mission order issued January 17, 1955. By this filing, as amended, Southern 
proposed a rate increase for its sales for resale and transportation of natural 
gas in interstate commerce, which would have resulted in an increase in 
revenues of approximately $6,650,000 based upon operations for the twelve 
months ending October 31, 1954, as adjusted. 

On October 28, 1954, pending a hearing and the Commission’s decision upon 
the question of the lawfulness of the rates proposed by Southern, the Commission 
suspended the proposed tariff! until April 1, 1955, and until such further time 
thereafter as such proposed tariff might be made effective in the manner pre- 
scribed by the Natural Gas Act. 

Pursuant to Commission order, hearing was commenced with regard to the 
proposed changes on February 28, 1955. Following the entering of appearances, 
and the presentation of Southern’s direct case-in-chief, the hearing was recessed 
from day to day to allow all interested parties full opportunity to discuss in- 
formally the proposed rate increase in an effort to limit the issues or to reach 
a settlement satisfactory to all parties. On April 28, 1955, final agreement was 
reached and stated on the record by representatives of the parties to the 
proceeding? as to the total rate increase to which Southern was entitled, and 
the rates and tariff provisions to be observed by Southern under its various 
rate schedules in the respective zones. 

On the basis of an extensive field examination of the books, records and op- 
erations of Southern, the Commission’s staff presented Exhibit 20 in which 
it developed a net investment rate base of $152,093,837 and a total cost of 
service, based on a 6 percent return, of $57,800,827. Two alternative allocations 
of cost between jurisdictional and non-jurisdictional sales indicated a revenue 
deficiency under pre-filing rates for jurisdictional sales of $4,941,962 and $5,- 
605,506. 

The parties agreed that Southern’s present rates resulted in a deficiency of 
approximately $5,004,718 as compared with the proposed rate increase of $6,- 


1 With the exception of Original Sheets Nos. 8, 9, 18, 19, 28, 29, 38, and 39, and by 
further orders issued November 24, 1954, and December 9, 1954, excepted from suspen- 
sion general terms and conditions applying to such tariff sheets. 

2 The Alabama Municipal Gas Association did not concur in the settlement at the close 
of the hearing, but requested time to confer with its members and notified the Commission 
by letter on May 9, 1955, that it had no objection to the proposed settlement. 
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650,000. In order to recover Southern’s jurisdictional cost of service, it was 
agreed that the following rates are just and reasonable for the purpose of 
setting the issues involved herein: 


Rate Zone 1 
Rate Schedule CD-1: 
Tce CRNA ii i ei se BS ols $1.15 
COMREOENG ‘GRATUD oi Eins ee L 14.1¢ 
Rate Schedule FR-1: 
Wor GO ai th sbi ede $1.20 


Comnmodity Chenige (oi i ih i ih tk el retinas 


Rate Schedule CD-2: 


BMG CUAIGD: casi eik tit Selichintii cited td ici ch tin iclclateaneia $1.60 

CRMROTEE SS > CID aes cicttcetidi esis cicstacinc cic tnectcinensitttendcsindiseninthasbiitateeniaktienile 15.7¢ 
Rate Schedule FR-2: 

A CD iavccteiciivn ction ttidaintaire tia ceiatiladacniananiidiidalt $1.62 

ME I: CID istic cichcicicesinct cies escent caches ciaintilodailnataaaniaabaa 14.2¢ 


Rate Schedule G-2: 


Rate Schedule CD-8: 


i Fee 6 AE eee he ee $1.92 

COIR CII i cseticiinetcisiioncipenigitiaaptlcalitineanitiitcatpah piace 16.6¢ 
Rate Schedule FR-3: 

PUNE GRIND: iis cticitinarbadicicncnscrctnggsi grcgpaecasablenaphiininiainiaae tag tala lebiaiiaccidaiaile $2. 

CON COO i sacsicicc lait sitisprinigiccttns caiabiecarsetnapiilanatilinintecppietcama iil 15.0¢ 


Rate Schedule G-3: 


Rate Schedule CD-S8A: 
EE GORI sicccrnidaptiniceisstcmtiiienicntebabieie-baiaiianiia nea maaaalame ed: $1.92 
Commodity Charge 


www en ee a 





Rate Schedule EX-1: 

I ike ectpenegilenth gnbiaeteiniata ticeemaamnrccenanenaiemenaapenicntia 21.0¢ per Mcf for the vol- 
umes of gas not re 
turned. 


It was further agreed on the record that, upon approval by the Commission 
of the proposed settlement, Southern would file a revised tariff embodying the 
rate schedule and general terms and conditions contained in Exhibit No. 18 and 
specifying the rates as agreed rpon, to be effective on and after April 1, 1955. 

In accepting and approving tne settlement agreement, all parties made the 
reservation that the settlement was not to constitute a precedent which would 
be binding in any way in any subsequent proceeding in which Southern or the 
other parties might be involved. 

The Commission finds: 

(1). The proposed settlement of these rate proceedings on the basis heretofore 
described, subject to the terms and conditions hereinafter ordered, is appro- 
priate and in the public interest in carrying out the provisions of the Natural 
Gas Act and should be approved and made effective as hereinafter provided 
and ordered. 

(2) The rates and charges and other tariff provisions as contained in South- 
ern’s FPC Gas Tariff, Second Revised Volume No. 1, filed September 20, 1954, 
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are not just, reasonable, or lawful under the terms and provisions of the Natural 
Gas Act and should be disallowed and denied, as hereinafter provided and 
ordered. 

The Commission orders: 

(A) The rates and charges contained in Southern’s FPC Gas Tariff, Second 
Revised Volume No. 1, be and the same are hereby disallowed and denied. 

(B) Within 30 days after the date of issuance of this order, Southern shall 
file a tariff satisfactory to the Commission, to be effective on and after April 1, 
1955, containing the rate schedules and general terms and conditions contained 
in Exhibit No. 18, and providing the rates as set forth herein. 

(C) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission in any proceeding now 
pending or hereafter instituted by or against Southern, or any other companies 
or persons, 


Declaration of partial eremption 
Iowa-Illinois Gas and Electric Co. 
Docket No. G-5196 
May 19, 1955 


Iowa-Illinois Gas and Electric Company (Applicant) filed an application on 
November 22, 1954, for exemption of its Illinois operations from the provisions 
of the Natural Gas Act, pursuant to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is an Illinois corporation, engaged in the transportation, sale, 
and distribution of natural gas in the States of Illinois and Iowa. 

(2) Applicant, with respect to its Illinois operations for which it seeks exemp- 
tion, purchases natural gas from Natural Gas Pipeline Company of America 
(Pipeline) at two points in Rock Island County, Illinois, approximately 5.85 miles 
south of Moline and approximately 5.45 miles south of Rock Island. Delivery 
of gas is taken at Pipeline’s main transmission system and transported through 
a 12-inch line to Rock Island and through an 8-inch line to Moline, Illinois. 
Both lines connect with a belt line around the two cities from which local 
mains feed the Cities of Milan, Rock Island, Moline, East Moline, and Silvis, 
and environs. 

(3) Applicant’s Illinois and Iowa operations are interconnected by approxi- 
mately 1.5 miles of 8-inch nonjurisdictional emergency pipeline crossing the 
Mississippi River, which is used to receive gas into the Illinois system in cases 
of emergency. 

(4) All of the natural gas received by Applicant into its Illinois operations 
is received within or at the boundary of the State of Illinois and ultimately 
consumed within the State of Illinois; and all of its facilities described herein 
are located within the said State. 

(5) The Illinois Commerce Commission has certified to the Federal Power 
Commission that it has and is exercising regulatory jurisdiction over the rates, 
services and facilities of Applicant herein sought to be declared exempt. 

Wherefore, the Commission declares, by reason of the foregoing: 

The facilities of Iowa-Illinois Gas and Electric Company now comprising its 
Illinois operations are exempt from the provisions of the Natural Gas Act, and 
the orders, rules, and regulations of the Commission issued pursuant thereto. 
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Findings and order issuing certificate of public convenience and necessity 
Colorado Interstate Gas Co. 
Docket No. G-7113 
May 19, 1955 


Colorado Interstate Gas Company (Applicant), a Delaware corporation with 
its principal place of business in Colorado Springs, Colorado, filed an application 
on January 17, 1955, for a certificate of public convenience and necessity, pur- 
suant to Section 7 of the Natural Gas Act, authorizing Applicant to return to 
Panhandle Eastern Pipe Line Company (Panhandle) approximately 2,000,000 
Mcf of natural gas as hereinafter described, subject to the jurisdiction of the 
Commission, all as more fully represented in the application which is on file 
with the Commission and open to public inspection. 

Applicant states that Panhandle delivered the 2,000,000 Mcf of natural gas 
to it in the Panhandle Field during the fall and winter of 1953, at a time when 
Applicant had over-produced its allowables in the Panhandle Field and was 
faced with the possibility of having to curtail deliveries to its customers unless 
additional gas could be obtained from other sources. The situation is now re- 
versed, Panhandle’s wells being over-produced with respect to its allowables and 
Applicant’s wells are under-produced in excess of 3,000,000 Mcf. Applicant pro- 
poses to return the gas to Panhandle under an X-4 Rate Schedule, which will 
terminate as soon as delivery and redelivery are in balance, with any overage 
to be paid for at the rate of 10 cents per Mcf by the party receiving such overage. 

Applicant was granted temporary authority on February 10, 1955, to begin 
the redelivery of gas as proposed herein. 

Applicant has requested omission of the intermediate decision procedure and 
that its application be heard under the shortened procedure provided by Sec- 
tion 1.32 (b) (18 CFR 1.32 (b)) of the Commission’s rules of practice and 
procedure. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 10, 1955, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. 

The Commission /jinds: 

(1) Colorado Interstate Gas Company, a Delaware corporation with its prin- 
cipal place of business in Colorado Springs, Colorado, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of June 5, 1945, Docket No. G-294, 4 F. P. C. 936. 

(2) The delivery of natural gas hereinbefore described, as more fully de- 
scribed in the application, is made in interstate commerce, subject to the 
jurisdiction of the Commission. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(4) The delivery of natural gas for the purpose herein set forth is required 
by the public convenience and necessity, and a certificate therefor should be 
issued. 

(5) This proceeding is a proper one for disposition under the provisions of 
Section 1.32 (b) of the Commission’s Rules of Practice and Procedure, and 
sufficient cause exists for the Commission forthwith to render its final decision 
in the instant proceeding. 


468917—59—__50 
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The Commission orders: 

(A) A certificate of public convenience and necessity be and is hereby issued, 
upon the terms and conditions of this order, authorizing the delivery and return 
by Applicant of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as hereinbefore described and as more fully described in 
the application and exhibits in this proceeding. 

(B) The certificate shall be accepted in writing and under oath by Applicant 
within 30 days from the issuance of this order. 


Declaration of exemption 
Citizens Gas Co. of Hannibal 
Docket No. G-8717 
May 19, 1955 


Citizens Gas Company of Hannibal (Applicant) filed an application on April 4, 
1955, for exemption from the provisions of the Natural Gas Act pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is a Missouri corporation, engaged in the transportation, dis- 
tribution and sale of natural gas in the State of Missouri; 

(2) Applicant purchases interstate natural gas from Panhandle Eastern Pipe 
Line Company at a point within the State of Missouri; 

(3) All natural gas received by Applicant is ultimately consumed within the 
State of Missouri, and all of its facilities are located within the said State; and, 

(4) The Public Service Commission of the State of Missouri has certified to 
the Federal Power Commission that it has and is exercising regulatory juris- 
diction over the rates, service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Citizens Gas Company of Hannibal is exempt from the provisions of the 
Natural Gas Act, and the orders, rules and regulations of this Commission 
issued pursuant thereto. 


Order instituting investigation 
Gulf Oil Corp. 
Docket No. G-8919 
May 19, 1955 


Gulf Oil Corporation (Gulf) is an independent producer of natural gas and 
as such, among other operations, is an owner of partial interests in gas well 
operations in an unitized area of the Woodlawn Field, Harrison County, Texas. 

On February 4, 1955, Gulf filed with the Federal Power Commission a pro- 
posed change in rate schedule, designated as Supplement No. 5 to Gulf’s FPC 
Gas Rate Schedule No. 22, applicable to sales made by Gulf to Mississippi River 
Fuel Corporation, St. Louis, Missouri, and proposed to be and which became 
effective April 3, 1955. 

On the basis of data available to the Commission, the rates, charges, services 
or classifications for or in connection with such sales of natural gas subject 
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to the jurisdiction of the Commission, as described in Supplement No. 5 to 
Gulf’s FPC Gas Rate Schedule No. 22, may be unjust, unreasonable, unduly 
discriminatory or preferential. 

The Commission finds: 

It is necessary and proper in the public interest, and to aid in the enforcement 
of the provisions of the Natural Gas Act, that an investigation be instituted by 
the Commission into and coneerning any rate, charge, service or classification 
demanded, observed, charged or collected by Gulf Oil Corporation for or in 
eonnection with the sale of natural gas by Gulf to Mississippi River Fuel Cor- 
poration in accordance with Supplement No. 5 to Gulf’s FPC Gas Rate Schedule 
No. 22. 

The Commission orders: 

(A) Pursuant to the authority contained in and subject to its authority 
conferred upon the Federal Power Commission by the Natural Gas Act, in- 
cluding particularly Sections 4, 5, 14, 15, and 16, an investigation be and it 
hereby is instituted for the purpose of enabling the Commission to determine 
whether any rate, charge, service, or classification demanded, observed, charged, 
or collected by Gulf Oil Corporation for or in connection with the sale of natural 
gas subject to the jurisdiction of the Commission in accordance with Supplement 
No. 5 to Gulf’s FPC Gas Rate Schedule No. 22, or any related rule, regulation, 
practice or contract affecting such rate, charge, service or classification, is 
unjust, unreasonable, unduly discriminatory or preferential. 

(B) If, after hearing, it shall find that any such rates, charges, services, 
classifications, rules, regulations, practices or contracts related to Supplement 
No. 5 to Gulf’s FPC Gas Rate Schedule No. 22 are unjust, unreasonable, unduly 
discriminatory or preferential, to determine and fix by appropriate order or 
orders, just, reasonable, non-discriminatory or non-preferential rates, charges, 
services, classifications, rules, regulations, practices or contracts to be thereafter 
observed and in force. 

(C) Interested State commissions may participate as provided by Sections 1.8 
and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the Commission’s Rules of Practice 
and Procedure. 

Commissioner Digby dissenting. 


Findings and order issuing certificate of public convenience and necessity 
Cities Service Gas Co, 
Docket No. G-6815 
May 20, 1955 


Cities Service Gas Company (Applicant), a Delaware corporation, whose 
address is Oklahoma City, Oklahoma, filed an application on December 6, 1954, 
for a certificate of public convenience and necessity to render service as herein- 
after described, and to abandon certain other service as hereinafter described, 
all as more fully represented in the application on file with the Commission 
and open for public inspection. 

Applicant proposes to acquire the Piqua Gas Storage Field with all ap- 
purtenant facilities in Allen and Woodson Counties, Kansas, from Wastern 
Kansas Gas Company. The acquisition will include all gas contained in the 
storage field. Applicant also proposes to enlarge the storage capacity of the 
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field by securing additional leases, drilling 15 wells and installing necessary 
gathering lines and meters. 

Applicant proposes to abandon service to Eastern Kansas Gas Company for 
the Town of Iola, Kansas, and to replace that service with direct service to 
the Town of Iola under Applicant’s F-2 Rate Schedule. Applicant also pro- 
poses to abandon service to Eastern Kansas Gas Company, under its P Rate 
Schedule for resale in the Towns of Piqua, Erie; Gas City, and La Harpe, 
Kansas, and to render the service to Eastern Kansas Gas Company for such 
towns under its F-2 and I-2 Rate Schedules. Service agreements covering the 
changes in service have been executed -by the Applicant and the Town of Iola, 
Kansas, and the Applicant and Eastern Kansas Gas Company. No abandonment 
of service to ultimate consumers is involved. 

Applicant represents that its proposed acquisition and enlargement of the 
Piqua Storage Field will provide an increase in peak-day capacity to its East 
side markets for future use in the amount of approximately 25,289 Mcf daily. 

The estimated total cost of the proposal is $570,520 to be paid for out of 
treasury cash. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
May 138, 1955, respecting the matters involved in and the issues presented by 
the application. No protests to the application have been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Oklahoma City, Oklahoma, owns and operates, among other facilities, a 
natural-gas transmission pipeline system located in the States of Oklahoma, 
Texas, Kansas, Missouri and Nebraska, and by such operations Applicant is 
engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order entered 
on December 28, 1948, Docket No. G-298, 4 F. P. C. 471. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as an integral part of Applicant’s existing pipeline system, 
and the acquisition, construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (8) (i), (8) (iii), (3) (iv), 
(4) (ii), (4) (iii), and (5) of Section 157.20 of the Commission’s Rules and 
Regulations, including the Rules of Practice and Procedure (18 CFR 157.20), 
should attach to the issuance of the certificate referred to in paragraph (4) 
above, and to the exercise of the rights granted thereunder, and that the time 
within which construction and acquisition of facilities authorized by this order 
shall be completed and said facilities placed in actual operation should be 
fixed at 12 months from the date on which this order issues. 

(6) A request during the public hearing by Staff Counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
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Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
({e) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to acquire, construct and operate the facilities 
hereinbefore described, all as more fully described in the application in this 
proceeding, for the transportation of natural gas in interstate commerce as 
therein set forth, upon the terms and conditions of this order. 

(B) Maximum reservoir pressure of 295 p. s. i. g. of the Piqua Storage Field 
shall not be exceeded. 

(C) Semi-annual reports shall be submitted, coinciding with the termination 
of input and withdrawal cycles, showing the total volumes of natural gas in- 
jected and withdrawn from the Piqua Storage Field, the shut-in pressure of 
each well corresponding to the volume of gas in the storage; together with a 
statement by wells of the maximum daily injection and withdrawal rates ex- 
perienced and the well-head working pressure of each well corresponding to 
such rates. There shall be included with each report a map showing the shut-in 
pressures in all storage wells and similar pressures on all wells in the area 
immediately adjacent to the storage field. Reports shall be filed until Ap- 
plicant has completed two injection and withdrawal cycles when the shut-in 
storage pressure, after the injection cycle, has reached or has closely ap- 
proximated the 295 p. s. i. g. maximum storage pressure. 

(D) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3), (i), (3) (iii), (4) (ii), (4) (iii), and 5) of Section 
157.20 of the Commission’s Rules and Regulations, including the Rules of Practice 
and Procedure, shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 

(E) The time within which the facilities hereby authorized shall be acquired, 
constructed and placed in actual operations as provided by paragraph (2) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure is hereby 
fixed at 12 months from the date on which this order issues. 


Order authorizing transmission of electric energy to Canada 
Niagara Mohawk Power Corp. 
Docket No. IT-5637 
May 20, 1955 


Niagara Mohawk Power Corporation (Niagara), a corporation organized in 
New York, filed its application on September 21, 1954, as supplemented by its 
letters of October 26, 1954, and November 1, 1954, for an order pursuant to 
Section 202 (e) of the Federal Power Act, authorizing the transmission of 
electric energy from the United States to Canada at several points on the 
international boundary between the State of New York and the Province of 
Ontario. 

Niagara proposes to export electric energy to the Hydro-Blectric Power Com- 
mission of Ontario (Hydro) and to Canadian Niagara Power Company, Limited 
(Canadian Niagara), in the amount of 300,000,000 kilowatt-hours per year, 
but at a rate not in excess of 280,000 kilowatts, in order to enable those com- 
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panies to meet demands on their systems exceeding their capacity. The ex- 
portation to Hydro will be made over the present Queenston and Devil’s Hole 
crossings on the Niagara River, whose facilities are covered by the Presiden- 
tial Permit dated March 19, 1946, in this docket; over a projected Queenston- 
Lewiston 230-kv crossing on the Niagara River adjacent to the Devil’s Hole 
crossing and covered by an Amendatory Permit signed by the Chairman of this 
Commission on March 7, 1955, and accepted by Applicant on May 5, 1955, and 
amending the March 19, 1946, Presidential Permit above; and over the Massena 
crossing on the St. Lawrence River, where the facilities are covered by 2 
Presidential License dated May 11, 1987, referred to in the Commission's Order 
issued Januury 8, 1954, in Docket No. E-6524. Exportation to Canadian Niagara 
will be over the Fort Erie crossing, also covered by the Presidential Permit of 
March 19, 1946, in this docket, and over the Rainbow Bridge crossing, covered 
by a Presidential Permit of the same date in Docket No. IT-5644. 

Applicant states that the energy to be exported will consist of both 25-cycle 
and 60-cycle energy, but it will not be firm energy, and will be made available 
to Hydro and Canadian Niagara only when this can be done consistently with 
the safe and proper operation of Niagara’s integrated system, the furnishing 
of satisfactory service to its own customers, and fulfilling its obligations to 
other parties with which Niagara is interconnected. Rates will be in accordance 
with agreements made between Niagara and Hydro and Niagara and Canadian 
Niagara which were filed as exhibits to the application. 

The proposed export of energy would supersede the authorization granted by 
the Commission’s Order issued April 8, 1954, in this docket applicable to the 
Queenston crossing and the authorization granted by its order issued January 8, 
1954, in Docket No. E-6524, applicable to the Massena crossing. 

Notice of the filing of the application was published in the Federal Register 
on October 8, 1954 (19 F. R. 6507), and was given to interested State officials. 
No protest or petition or request to be heard in opposition to the granting of 
said application has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Canada, as 
limited herein and as hereinafter authorized, will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction of 
the Commission. 

The Commission orders: 

(A) Applicant be and it hereby is authorized to transmit electric energy 
from the United States to Canada, in accordance with the terms and conditions 
set forth in the application, and subject to the provisions of this order. 

(B) The electric energy which Applicant is hereby authorized to transmit 
from the United States to Canada shall be in an amount not in excess of 
800,000,000 kwh per year at a rate not to exceed 280,000 kw over the facilities 
at the present Fort Erie, Rainbow Bridge, Devil’s Hole, Queenston, and Massena 
crossings, and at the proposed Queenston-Lewiston 230-kv crossing, all as re- 
ferred to above. 

(C) The authorization herein granted may be modified from time to time 
or terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of any of 
the Permits or Presidential License referred to above. 

(D) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission, and shall file 
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with the Commission any revisions or changes in the agreement with Hydro or 
Canadian Niagara referred to above. 

(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Canada 
pursuant to the authority herein granted; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish, with respect to said transmission of electric energy, on or before 
February 15 of each year, a report in triplicate showing separately the kwh 
of 25-cycle and 60-cycle energy transmitted, the maximum kw of transmission, 
and the consideration received therefor, during each month of the preceding year. 

(F) This authorization to transmit electric energy from the United States 
to Canada shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter, in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such trans- 
fers to receivers, trustees, or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission, ac- 
companied by a statement that the physical facts relating to sufficiency of 
supply, rates, and nature of use remain substantially the same as before the 
transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over applicant. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 


Order authorizing issuance of securities 


Kansas Gas and Electric Co. 


Docket No. E-6614 
May 20, 1955 


Kansas Gas and Electric Company (Applicant), incorporated under the laws 
of the State of West Virginia, and qualified to do business as a foreign cor- 
poration in the State of Kansas, with its principal place of business in Wichita, 
Kansas, filed an application on April 14, 1955, for authorization, pursuant to 
Section 204 of the Federal Power Act, to issue 975,000 shares of no par value 
common stock. 

The Applicant proposes to issue the shares pro rata to its existing stockholders 
to effect a two-for-one split of the 975,000 presently outstanding shares of its 
no par value common stock. A proposed amendment to Applicant’s certificate 
of organization providing for the proposed split will be submitted for the 
approval of its stockholders at a meeting to be held May 25, 1955. According to 
the application the holders of Applicant’s outstanding shares of record at the 
close of business on May 25, 1955, will be entitled to one share of the proposed 
issuance for each share held. No remuneration will be paid by Applicant’s 
stockholders in connection with the proposed split and the aggregate common 
stock liability of the Applicant will not be changed. 
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Applicant states that the proposed transaction, resulting in a split of its 
common stock, will broaden the market therefor and stimulate trading therein. 
This, it is stated, should benefit the applicant in any future issuance of its 
common stock. 

Written notice of the application has been given to the State Corporation 
Commission of Kansas and to the Governor of that State. Notice of the applica- 
tion was also published in the Federal Register (20 F. R. 2776), on April 26, 
1955, stating that any person desiring to be heard or to make any protest with 
reference to the application should file a petition or protest on or before May 9, 
1955. No protest or petition or request to be heard in opposition to the granting 
of the application has been received. 

The Commission finds: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of West Virginia. It owns and operates facilities, among others, for the 
transmission and sale at wholesale of electric energy which is transmitted 
between the States of Kansas, Missouri, Nebraska and Oklahoma, and consumed 
at points outside of the State in which it is generated, all of which facilities are 
in addition to and do not include facilities used for the generation of electric 
energy, facilities used in local distribution, or only for the transmission of 
electric energy in intrastate commerce, or facilities for the transmission of 
electric energy consumed wholly by the transmitter, and Applicant is, therefore, 
a public utility within the meaning of that term as used in Section 204 of the 
Federal Power Act. 

(2) The proposed issuance of common stock will constitute an issue of se- 
eurities within the purview of Section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the mean- 
ing of Section 204 (f) of the Federal Power Act, and proposed issuance of 
common stock is, therefore, not exempt by virtue of that Section from the re- 
quirements of Section 204 of the Act. 

(4) The proposed issuance of common stock as hereinafter authorized will 
be for a lawful object, within the corporate purposes of the Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by the Applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(5) The public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance of common stock, upon the terms and conditions 
and for the purposes specified in the application, be and same hereby is authorized 
subject to the provisions of this order. 

(B) This authorization shall expire unless the transaction herein authorized 
is consummated within 90 days from the issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body, with respect to rates, services, 
accounts, valuation, estimates or determinations of costs, or any matter whatso- 
ever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 

Commissioner Smith not participating. 
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Order accepting surrender of license (transmission line) 
The Montana Power Co. 
Projects Nos. 478 and 1118 
May 24, 1955 


Application was filed on April 11, 1955, by The Montana Power Company of 
Butte, Montana, licensee for transmission-line Projects Nos. 478 and 1118, for 
surrender of each of its licenses for the said projects affecting lands of the 
United States within the Lewis & Clark National Forest in Cascade County, 
Montana. 

The facilities presently under license as Project No. 478 consist of the 13,000- 
volt Silver Dyke electric line extending about 3.2 miles from the licensee’s Volta- 
Two Dot line to the Silver Dyke Mine and a tap line extending 1.603 miles from 
the Silver Dyke line to the Big Seven Mine. The license was issued on May 5, 
1924 for a period terminating December 19, 1969. 

The facilities presently under license as Project No. 1118 consist of a 2,200-volt 
electric line extending from Monarch substation to Belt Creek Ranger Station, 
together with various 110/220-volt tap lines. The license was issued on March 13, 
1931, for a period of 50 years. 

The licensee has procured Special Use Permits from the Forest Service, De- 
partment of Agriculture, under the Act of February 15, 1901 (31 Stat. 790) 
authorizing the continued operation and maintenance of the lines for a period 
of 10 years from January 1, 1955. 

Annual charges imposed in each of the licenses have been paid for the calendar 
year 1954. 

The Commission finds: 

The electric lines constituting Projects Nos. 478 and 1118, respectively, are 
not primary lines or parts of a “project” as defined in Section 3 (11) of the 
Federal Power Act and are not, therefore, within the licensing authority of the 
Commission. Consequently, acceptance of surrender of the licenses for the 
lines is appropriate. 

The Commission orders: 

Surrender of licenses for transmission-line Projects Nos. 478 and 1118 are 
accepted, effective as of December 31, 1954. 


Order issuing preliminary permit 
Coos-Curry Electric Coop., Inc. 
Project No. 2172 
May 24, 1955* 


Application was filed November 1, 1954, and supplemented on January 4, 
1955, by Coos-Curry Electric Cooperative, Inc., of Coquille, Oregon, for a pre- 
liminary permit under the Federal Power Act (hereinafter referred to as the 
Act) for proposed Project No. 2172, to be located on Illinois River, a tributary 
to Rogue River, in Josephine and Curry Counties, Oregon, and affecting lands 
of the United States within the Siskiyou National Forest. 

As described in the application, the proposed project, known as the Bald 
Mountain Project, would consist of: a concrete overflow diversion dam about 


*Amended by order issued October 21, 1955, infra, p. 1050. 
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100 feet high located in the Illinois River in Sec. 36, T. 36 S., R. 11 W., Willamette 
Meridian, with fish ladders and outlet works for release of water for fishlife; 
intake works; a tunnel about 3.9 miles long; underground penstocks; a power- 
house in Sec. 16 of the same township with an installed capacity of about 92,000 
kilowatts; a double circuit 115-kv transmission line extending to Gold Beach, 
Oregon ; a switching station ; and appurtenant mechanical and electrical facilities. 

The energy to be generated by the project would be used to meet the ap- 
plicant’s present and future electrical loads with excess energy diverted to the 
Northwest Power Pool. 

The Chief of Engineers, Department of the Army, in reporting on the ap- 
plication, has advised that Congress has authorized the Corps to prepare a 
comprehensive report on flood control and related water conservation and use 
developments on Rogue River and tributaries, but that inasmuch as report funds 
are not presently available, work on the report in the future will depend upon 
appropriations by Congress. The Corps considers the Rogue River to be navigable 
waters of the United States from its mouth up to Agness, Oregon, where the 
Illinois River flows into the Rogue—a distance of 33 miles. Information is 
not now available to the Corps as to the operation of the proposed Bald Moun- 
tain Project, and the effect on the interest of navigation on the lower Rogue 
River cannot now be determined, the Corps advises. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Siskiyou National Forest, in reporting on the application, 
has advised that according to the Regional Forester, State conservation agencies 
and the U. S. Fish and Wildlife Service share the viewpoint that the proposed 
project is not in the public interest because the project would be located within 
an area which local groups of conservationists are determined to preserve in 
its natural state in order to protect its fishery and recreational resources, 
and recommendation was made that any preliminary permit issued should in- 
clude special stipulations hereinafter substantially provided for. 

An Acting Secretary of the Interior, in reporting on the application, has 
pointed out the conflicts between the proposed project and the fish and wildlife 
values of the area and the outstanding natural features and irrigation in- 
terests, including mineral resources, and recommendation was made that any 
preliminary permit issued should contain special conditions substantially as 
hereinafter provided for, except one relating to provision for future irrigation 
in the area, a type of condition not usually required in connection with a 
preliminary permit. 

Informal protests against the application were filed by individuals, the State 
of Oregon, by and through the Oregon State Game Commission—contending the 
proposed project would have an adverse effect on the fishery resources of the 
Illinois River, which is stated to be the second most important spawning 
tributary of the Rogue River—, by the Oregon Fish Commission, the Wedderburn 
Resort Association, the Gold Beach Gun Club, and the Izaak Walton League of 
America, Inc., Oregon Division. 

The permit issued herein does not authorize construction of the proposed 
project—being for the sole purpose of maintaining priority of application for 
a license for the project under the terms of the Federal Power Act. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State 
of Oregon. 

(2) The project will be located upon lands of the United States within the 
Siskiyou National Forest. 

(3) Public notice of the application has been given as required by the 
Federal Power Act. No conflicting application is before the Commission. 
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(4) The proposed project would not affect any Government dam, and no reason 
is apparent at this time for its development by the United States. 

The Commission orders: 

(A) This preliminary permit is issued to Coos-Curry Electric Cooperative, 
Ine., of Coquille, Oregon (hereinafter referred to as the Permittee), for a 
period of 36 months, effective as of May 1, 1955, for the sole purpose of 
maintaining priority of application for a license for Project No. 2172 affecting 
lands of the United States, subject to the terms and conditions of the Act, 
which is incorporated by reference as a part of this permit, and subject to such 
rules and regulations as the Commission has issued or prescribed under the 
provisions of the Act. 

(B) This preliminary permit is also subject to the terms and conditions 
set forth in Form P-1, entitled “Terms and Conditions of Preliminary Permit,” 
16 F. P. C. 1303, which terms and conditions (described as Articles 1 through 
8) are attached hereto and made a part hereof; and subject to the following 
special conditions set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each six-month period 
from the effective date of the permit to the Commission’s Regional Engineer, 
San Francisco, accurate statements of the work accomplished during the period 
and the work contemplated under the preliminary permit for the ensuing period. 

Article 10. The Permittee shall, during the period of project planning, con- 
sult and cooperate with the Oregon State Game Commission, the U. S. Fish and 
Wildlife Service and the Forest Service in order that due consideration may be 
given to the interests of these agencies in the preservation of the fish and wildlife 
resources of the area which may be affected by the proposed project. 

Article 11. The Permittee shall, when conducting field surveys and investiga- 
tions on lands included in the Siskiyou National Forest, abide by such conditions 
as may be prescribed by the Regional Forester for the protection of national 
forest interests. 

Article 12. The Permittee shall during the period of the permit cooperate 
with the Bureau of Mines in making a reconnaissance survey of the area af- 
fected by the proposed development to determine the extent of the mineral re- 
sources that might be affected by the construction of the project. 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Act, and failure to file such an application shall constitute acceptance 
of this preliminary permit. In acknowledgment of the acceptance of this pre- 
liminary permit, it shall be signed for the Permittee and returned to the Com- 
mission within 60 days from the date of issuance of this order. 


Order authorizing issuance of securities 
California Electric Power Co. 
Docket No. E-6620 
May 24, 1955 


California Electric Power Company (Applicant), incorporated under the laws 
of the State of Delaware, and qualified to do business as a foreign corporation 
in the States of California and Nevada, with its principal place of business at 
Riverside, California, filed an application on April 18, 1955, pursuant to Sec- 
tion 204 of the Federal Power Act seeking what is, in effect, a modification and 
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an extension of the authorization heretofore granted by the Commission’s order 
issued August 27, 1953, in Docket No. E-6510, 12 F. P. C. 1181. 

In that order the Commission authorized Applicant to issue from time to time 
up to a maximum of $9,000,000, principal amount, of promissory notes on or 
before April 30, 1955. By the instant application Applicant seeks authority 
which would permit it to issue from time to time up to a maximum of 
$10,000,000, principal amount, of promissory notes on or before October 1, 1955, 
including as part of that maximum the aggregate principal amount of all 
outstanding promissory notes issued pursuant to the earlier authorization. Ac- 
cording to the application $5,500,000 principal amount, of these notes were 
outstanding on March 28, 1955. 

As in the ease of the outstanding notes the additional notes to he issued 
will be executed in accordance with the terms of a loan agreement with The 
Bank of America National Trust and Savings Association providing the Ap- 
plicant with a revolving credit fund. The amount of this credit has been increased 
through an amendment of the original agreement so as to permit the Applicant 
to borrow up to $10,000,000 until October 1, 1955, in lieu of the previous $9,- 
000,000 credit expiring April 30, 1955. Applicant will continue to pay a com- 
mitment fee of 34 of 1% per annum on the unused portion of the available 
credit. Under the terms of the loan agreement Applicant may reduce the avail- 
able credit in sums of not less than $1,000,000 upon 30 days’ notice. 

Each of the notes proposed to be issued will be payable to The Bank of 
America National Trust and Savings Association, in the minimum amount of 
$500,000 and will by their terms mature prior to twelve months from the date 
of issue unless renewed for an additional period of less than twelve months; 
provided, however, that the final maturity date of any such note or renewal 
will not be later than April 30, 1956, the latter date being the final maturity 
date for all notes issued under the previous authorization whether issued 
originally or upon renewal. 

Also, each of the notes proposed to be issued will, as in the case of those out- 
standing, bear interest at a rate equivalent to 44 of 1% per annum in excess 
of the New York prime rate for 90-day to 180-day commercial loans in effect 
at any time during the life of each separate borrowing, subject to the condition 
that such rate of interest shall not at any time be less than 314% nor more than 
334% per annum. 

Applicant states that this request to increase the maximum amount of promis- 
sory notes to be issued by $1,000,000 and to extend the time within which it may 
issue the notes for a period of five months is occasioned by its decision to post- 
pone until the fourth quarter of 1955 a permanent financing program which it 
had previously anticipated would be undertaken early in 1955. Pending the 
completion of any such permanent financing Applicant proposes to secure needed 
corporate funds through the issuance of promissory notes. Accordingly, it is 
contemplated that certain of the notes proposed to be issued will be used to 
discharge previously authorized notes which are currently outstanding and which 
will mature prior to the date of any permanent financing by the Applicant. 
Other of the notes will be used to provide additional funds to carry on Ap- 
plicant’s current construction program. At no time will the outstanding ag- 
gregate principal amount of the proposed notes, whether issued originally or 
upon renewal, exceed $10,000,000, including as a part of that maximum amount 
the amount of any of the previously authorized notes which are then unpaid. 

The Applicant states that no underwriter’s or finder’s fee will be incurred or 
paid in connection with the proposed issuance of promissory notes. 

Written notice of the aforesaid application has been given to the Public 
Utilities Commission of California, and the Public Service Commission of Nevada 
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and to the Governor of each of those States. Notice has also been given by 
publication in the Federal Register on April 27, 1955 (20 F. R. 2836) stating 
that any person desiring to be heard or to make any protest with reference 
to the application should file a petition or protest on or before May 9, 1955. No 
protest, petition or request to be heard in opposition to the granting of the 
application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order dated Janu- 
ary 15, 1952, In the Matter of California Electric Power Company, Docket No. 
E-6397, 11 F. P. C. 725. 

(2) The proposed issuance of promissory notes in the maximum principal 
amount of $10,000,000, as described above, will constitute an issuance of se- 
curities within the purview of Section 204 of the Act. 

(3) The proposed issuance of promissory notes, as described above will be in 
excess of 5% of the par value of the other securities of Applicant and therefore 
will not be exempt by virtue of Section 204 (e) from the requirements of 
Section 204 (a). 

(4) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the meaning 
of Section 204 (f) of the Act, and the proposed issuance is, therefore, not exempt 
by virtue of that section from the requirements of Section 204 of the Federal 
Power Act. 

(5) The proposed issuance of securities as hereinafter authorized will be for 
a lawful object, within the corporate purposes of Applicant and compatible with 
the public interest which is appropriate for and consistent with the proper per- 
formance of service by Applicant as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

(6) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The issuance of promissory notes, as proposed by the Applicant, whether 
an original issue or a renewal, in an aggregate principal amount of not to exceed 
$10,000,000 outstanding at any one time, including as a part of that maximum 
amount the principal amount of any of the notes which Applicant was hereto- 
fore authorized to issue and which have not been discharged, all as described 
above, upon the terms and conditions and for the purposes specified in the applica- 
tion be and the same hereby is authorized, subject to the provisions of this 
order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated on or before October 1, 1955. 

(C) The foregoing authorization is without prejudice to the authority of the 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation estimates or determinations of cost, or any matter whatsoever which 
may come before the Commission, or any other regulatory body, and nothing 
in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates. 

Commissioners Draper and Stueck not participating. 
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Findings and order issuing certificate of public convenience and necessity 
East Tennessee Natural Gas Co. 
Docket No. G-8757 
May 25, 1955 


East Tennessee Natural Gas Company (Applicant), a Tennessee corporation 
with its principal place of business in Knoxville, Tennessee, filed an application 
on April 13, 1955, for a certificate of public convenience and necessity, pursuant 
to Section 7 of the Natural Gas Act, authorizing the construction and operation 
of a tap connection and metering and regulating facilities on its 22-inch line 
at Oak Ridge, Tennessee, for the delivery and sale for resale of natural gas as 
hereinafter described, subject to the jurisdiction of the Commission, all as more 
fully represented in the application. 

Applicant proposes to sell and deliver to the Oak Ridge Utility District 
(ORUD) a maximum daily quantity of 5,000 Mcf of natural gas for distribu- 
tion and resale in the Federal area known as “Oak Ridge, Tennessee.” 

ORUD is a municipal corporation created by the State of Tennessee to con- 
struct and operate a gas distribution system in and near Oak Ridge. 

The town has a population of about 33,000 and lies near the Atomic Energy 
Commission plants, where 82,000 people are employed. The Town has no gas 
service at present, although the AEC plants purchase large volumes of gas 
from East Tennessee. 

Applicant has signed a contract with ORUD, dated March 25, 1955, providing 
for the sale of a maximum daily demand of 5,000 Mcf for an initial term of 
14 years at Applicant’s filed G-1 Rate Schedule. 

ORUD estimates that it will need the following firm volumes of gas for 
domestic and commercial consumers: 


Year of operation Number of | Annual vol- | Peak day vol- 
customers umes (Mcf) | umes (Mef) 


2, 211 253, 013 2, 70% 
2, 430 314, 103 3, 202 
2, 781 419, 265 4,055 


Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 23, 1955, respecting the matters involved in and the issues presented by 
the application. No protest to the application has been received other than 
a joint petition to intervene filed May 19, 1955, by National Coal Association, 
United Mine Workers of America, and Fuels Research Council, Inc. (Petitioners) ; 


however, the Petitioners did not appear at the hearing in opposition to the 
application. 


The Commission finds: 

(1) East Tennessee Natural Gas Company, a Tennessee corporation with its 
principal place of business in Knoxville, Tennessee, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order issued February 2, 1948, in Docket No. G-889, 7 F. P. ©. 5. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Comunission, are proposed to be used in the transportation and sale for resale 
of natural gas in interstate commerce as an integral part of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
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subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing to do the acts-and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities as proposed by Ap- 
plicant are required by the public convenience and necessity, and a certificate 
therefor should be issued. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (iii), (3) (iv), and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued, and that the time 
within which construction of facilities authorized by this order shall be com- 
pleted and in actual operation should be on or before November 1, 1955. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing East Tennessee Natural Gas Company to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application in this proceeding, for the transportation and sale for resale of 
natural gas as herein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (iii), (3) (iv), and (5) of Section 157.20 of the 
Commission’s Rules and Regulations shall attach to the issuance of the certificate 
granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 

(C) The time within which the facilities herein authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of Sec- 
tion 157.20 of the Commission’s Rules and Regulations, is hereby fixed at not 
later than November 1, 1955. 
Commissioner Stueck not participating. 


Order authorizing issuance of securities 
Iowa Power and Light Co. 
Docket No. E-6621 


May 26, 1955 





Iowa Power and Light Company (Applicant), incorporated under the laws of 
the State of Iowa, with its principal place of business at Des Moines, Iowa, 
filed an application on April 19, 1955, for authorization, pursuant to Section 204 
of the Federal Power Act, to issue a maximum of $8,500,000, principal amount, 
of promissory notes. 

Applicant proposes to issue the notes in varying principal amounts to com- 
mercial banks, with which it has informal lines of credit, at various times on 
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or before March 31, 1956. The Applicant contemplates that some or all of the 
notes may be renewed at maturity; however the aggregate principal amount of 
all notes outstanding at any one time, whether issued originally or upon re- 
newal, will not exceed a maximum of $8,500,000. 

Each note will bear interest at the prime rate (currently 3%), in effect at the 
date of original issue or upon renewal, as the case may be, and will mature 
within a period of ninety days or less thereafter. No finder’s fee or other fee 
will be paid in connection with the issuance of any of the notes. 

The Applicant proposes to use the proceeds to be obtained from the issuance 
of the notes to carry on its current construction program pending future per- 
manent financing thereof. 

Written notice of the application has been given to the State Commerce Com- 
mission of Iowa and to the Governor of that State. Notice has also been given 
by publication in the Federal Register on April 26, 1955 (20 F. R. 2776), stating 
that any person desiring to be heard or to make any protest with reference to 
the application should file a petition or protest on or before May 9, 1955. No 
protest, petition or request to be heard in opposition to the granting of the 
application has been received. 

The Commission jfinds: 

(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Act, subject to the jurisdiction of the Commission as heretofore 
described and set forth in the Commission’s order issued July 11, 1951, in 
Iowa Power and Light Company, Docket No. E-6363, 10 F. P. C. 1186. 

(2) The proposed issuance of promissory notes, described above, will con- 
stitute an issuance of securities within the purview of Section 204 of the Act. 

(3) The proposed issuance of promissory notes, described above, will be in 
excess of 5% of the par value of the other securities of Applicant and therefore 
will not be exempt by virtue of Section 204 (e) from the requirements of Sec- 
tion 204 (a). 

(4) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the meaning 
of Section 204 (f) of the Act, and the proposed issuance is, therefore, not exempt 
by virtue of that Section from the requirements of Section 204 of the Act. 

(5) The proposed issuance of promissory notes as hereinafter authorized 
will be for a lawful object, within the corporate purposes of Applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance of service by the Applicant as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

(6) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The issuance of the promissory notes as proposed by the Applicant, 
whether an original issue or renewal, in an aggregate principal amount of not 
in excess of $8,500,000 upon the terms and conditions and for the purposes 
specified in the application, hereby is authorized, subject to the provisions 
of this order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated on or before March 31, 1956. 

(C) The foregoing authorization is without prejudice to the authority of the 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation estimates or determinations of cost, or any matter whatsoever which 
may come before the Commission, or any other regulatory body, and nothing 
in this order shall be construed as an acquiescence by this Commission in any 
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estimate or determination of cost or any valuation of property claimed or 
asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or ob- 
ligation on the part of the United States in respect to any securities to which 
this order relates. 

Commissioner Stueck not participating. 


Order modifying order prescribing rate zones and rate differentials 
Northern Natural Gas Co. 
Docket No. G-2217 
May 26, 1955 


Upon consideration of the petition filed on May 23, 1955, by Northern Natural 
Gas Company, for modification of the order issued herein on May 20, 1955, ac- 
companying Opinion No. 281, 14 F. P. C. 11, the Commission orders: 

(A) Paragraph (11) of said order be and it is hereby amended to read as 
follows: 

(11) The revised tariff sheets to be filed as contemplated by paragraphs (4) 
and (10) hereinbefore should be made effective as of June 27, 1955, for all sales 
of gas by Northern for resale, subject to such refunds as may be hereafter ordered 
by the Commission in the aforesaid proceedings at Docket No. G—2505; and 
said revised tariff sheets as of that date should be substituted for First Revised 
Sheets 5, 6, and 7 to Northern’s FPC Gas Tariff, Original Volume No. 1, which 
became effective as of December 27, 1954, subject to such refunds as may be 
hereafter ordered by the Commission. 

(B) Paragraphs (A), (B) and (D) of said order be and they are hereby 
amended to read as follows: 

(A) Northern, within 45 days from the date of issuance hereof, shall file 
with the Commission revisions to its FPC Gas Tariff, satisfactory to the Com- 
mission, to provide for the division of its natural-gas transmission system into 
three zones bounded in the manner and at the locations specifically shown on 
the map following page 26 hereof. 

(B) Northern, within 45 days from the date of issuance hereof, shall file with 
the Commission revised sheets to its FPC Gas Tariff, satisfactory to the Com- 
mission, containing schedules of rates and charges which would produce from 
sales of gas for resale in the heretofore prescribed Zone 1 an average revenue 
approximately 2.00 cents per Mcf less than the average revenue from similar 
sales in Zone 2, and an average revenue from sales for resale in Zone 2 ap- 
proximately 2.00 cents per Mcf less than the average revenue from similar sales 
in Zone 3: Provided, however, that said differentials in average revenue shall 
be not less than 1.95 cents per Mcf. The design of said schedules of rates and 
charges shall be based on the billing determinants for sales for resale as esti- 
mated by Northern for the purpose of its aforementioned filing of July 2, 1954, 
and the required differentials in average revenue shall be as computed at sales 
equivalent to use each month of contract demand at a 70 percent load factor. 

(D) The revised tariff sheets filed pursuant to paragraphs (A), (B), and 
(C) above shall be effective as to all sales of gas, subject to the jurisdiction of 
the Commission, made on and after June 27, 1955, subject to such refunds as 
may be hereafter ordered by the Commission in the aforesaid proceedings at 
Docket No. G—2505. 

Commissioner Stueck not participating. 
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Order approving and directing disposition of 
amounts classified in account 107, gas plant adjustments 


Consolidated Gas Utilities Corp. 
May 27, 1955 


Consolidated Gas Utilities Corporation (Consolidated), on March 31, 1943, 
filed reclassification and original cost studies of its gas plant as of January 1, 
1940, in compliance with Gas Plant Instruction 2-D of the Uniform System 
of Accounts Prescribed for Natural Gas Companies and the Commission’s Order 
No. 73 with respect thereto. Field examination by the Commission’s Staff of the 
filed original cost studies was followed by conferences with representatives 
of Consolidated. 

As the result of the field examination, an amount of $1,505,830.02 was clas- 
sified in Account 107, Gas Plant Adjustments, consisting of the following write- 
ups of plant account: going concern value, $696,151.42; alleged value of a 
gasoline contract, $91,361.27; appraised value of franchises, $25,499.60; ap- 
praised values of production leaseholds, $650,845.36; and gasoline plant, 
$41,972.37. As of October 81, 1954, Consolidated had disposed of $88,102.04 of 
the amount of $1,505,830.02 by charges of $17,750.32 to Account 250.2, Reserve 
for Amortization and Depletion of Producing Natural Gas Land and Land 
Rights; $41,972.87 to Account 253, Reserve for Depreciation and Amortization 
of Other Property; $25,499.60 to Account 504, Amortization of Other Limited- 
Term Gas Investments; and $2,879.75 to Account 739.3, Abandoned Leases. 

On February 10, 1955, Consolidated filed proposed original cost adjustment 
journal entries and a plan for disposing of the remaining amount of $1,417,727.98, 
classified in Account 107, as follows: 


Account 260.2: Reserve for Amortization and Depletion of 

Producing Natural Gas Land and Land Rights 1$184,145.77 
Account 253: Reserve for Depreciation and Amortization of 

Other Property 1 432,464.05 
Account 270: Capital Surplus 2 801,118.16 


$1,417,727.98 
1 The reserves in these amounts have been accrued to October 31, 1954, with respect 
to the write-up of certain production leaseholds. 


2 The amount in capital surplus was created as of November 80, 1935, upon reorganiza- 
tion under the Federal Bankruptcy Act. 


The Oklahoma Corporation Commission and the Kansas State Corporation 
Commission concur in the proposed plan of disposition. The Texas Railroad 
Commission has no objection to the proposed plan of disposition. 

The Commission finds: 

The disposition in the manner described above of the remaining balance of 
$1,417,727.98, classified in Account 107, is reasonable and appropriate for the 
purposes of the Natural Gas Act. 

The Commission orders: 

(A) The disposition in the manner described above of the remaining balance 
of $1,417,727.98, classified in Account 107, Gas Plant Adjustments, be and the 
same is hereby approved and directed. 

(B) Consolidated shall submit, within 30 days from the date of this order, 
two certified copies of the accounting entries giving effect to the disposition 
herein approved and directed. 

Commissioner Stueck not participating. 
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Order amending order authorizing issuance of securities 
Black Hills Power & Light Co. 
Docket No. E-6604 


May 27, 1955 











































On May 20, 1955, Black Hills Power & Light Company (Applicant) filed an 
application for an amendment to the Commission’s order issued March 17, 1955, 
14 F, P. C. 608, in the above docket, which authorized the issuance and sale of 
10,950 shares of $1.00 par value common stock. 

The Commission’s order authorized the issuance and sale of 10,950 shares of 
Applicant’s common stock at the price of $26.00 per share to the present common 
stockholders pursuant to warrants on the basis of one new share for each 
23 shares sold. The Applicant now states that due to conditions existing in the 
securities market at the time the offering was proposed to be made, Applicant 
did not mail the warrants or offer the additional shares of common stock to 
its stockholders as planned. 

Applicant has requested that the Commission’s order “be amended to authorize 
the issuance and sale of the 10,950 shares of its common stock to stockholders at 
a price of $25 per share and further that the time in which the transaction may 
be consummated be extended for an additional period of not less than 30 days 
from June 16, 1955.” 

The proposed reduction in the offering price of the additional stock is con- 
sistent with the change in the over-the-counter market price of the Applicant's 
outstanding common stock since the original offering price was determined 
by the Applicant. 

The Commission finds: 

It is necessary and appropriate to carry out the provisions of the Federal 
Power Act that the Commission’s order issued March 17, 1955, in the above 
entitled proceeding be amended as provided below. 

The Commission orders: 

The Commission’s order issued March 17, 1955, in the above entitled proceeding 
be and it is hereby amended so as to authorize the issuance and sale of the 
10,950 shares of Applicant’s common stock, referred to in such order, at the 
price of $25.00 per share and that the time within which the transaction may 
be consummated be extended until July 18, 1955. 

Commissioner Stueck not participating. 


Findings and order issuing certificate of public convenience and necessity* 
El Paso Natural Gas Co., et al. 
Docket No. G—4263, et al. 


May 31, 1955 





On September 13, 1954, Phillips Petroleum Company (Phillips), a Delaware 
corporation with principal office in Bartlesville, Oklahoma; on October 20, 1954, 
El Paso Natural Gas Company (EI Paso), a Delaware corporation with prin- 
cipal office in El Paso, Texas; on October 25, 1954, Anderson-Prichard Oil Cor- 





* Omitted portions of this order relate to the issuance of independent producer cer- 
tifleates. 
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poration (Anderson-Prichard), a Delaware corporation with principal office in 
Oklahoma City, Oklahoma; on October 21, 1954, Mid-Continent Petroleum Cor- 
poration (Mid-Continent), a Delaware corporation with principal office in Tulsa, 
Oklahoma ; on October 27, 1954, Mendota Oil Company (Mendota), a partnership 
with principal office in St. Paul, Minnesota; on October 29, 1954, Progress 
Petroleum Co. of Texas (Progress), a Texas corporation with principal office in 
Houston, Texas; on November 1, 1954, Greenbrier Oil Co. (Greenbrier), a co- 
partnership with principal office in St. Paul, Minnesota; and on December 1, 
1954, The Pure Oil Company (Pure Oil), an Ohio corporation with principal 
office in Chicago, Illinois, filed applications for certificates of public convenience 
and necessity pursuant to Section 7 of the Natural Gas Act, authorizing them 
to render service as hereinafter described, subject to the jurisdiction of the 
Commission, all as more fully represented in the applications which are on file 
with the i and open for — — 
» ~ * * 

El Paso ‘nidipaiti to construct and wisi facilities in Upton County, Texas, 
for the transportation of natural gas from the Jack Herbert Strawn Field to 
a point of connection with El Paso’s existing Upton County 20-inch line. The 
estimated cost of the facilities to El Paso is $72,117, to be financed from cash 
on hand. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 19, 1955, respecting the matters involved and the issues presented by the 
applications. No protest to the applications has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corperation having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and therefore is a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its January 11, 1944 order in Docket No. G-288, 
4F. P. C. 486. 

a = ” am * + = 

(4) El Paso and the Independent Producers are able and willing properly 
to do the acts and to perform the service proposed, and to conform to the 
provisions of the Natural Gas Act, and the requirements, rules and regulations 
of the Commission thereunder. 

. * - i is * 

(6) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso to construct and operate the facilities hereinbefore 
described, subject to the jurisdiction of the Commission, all as more fully 
described in the application, for the transportation and sale for resale of 


natural gas as therein set forth, upon the terms and conditions of this order. 
* . * * 


* * ~ 
(C) The certificate granted in paragraph (A) hereof shall be accepted in 
writing, and under oath by a responsible official of El Paso within 30 days 
from the issuance of this order, and the general terms and conditions set forth 
in paragraphs (1), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 of the 
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Commission’s Rules and Regulations, including the Rules of Practice and Pro- 
cedure, shall attach to the issuance of the certificate and to the exercise of the 
rights granted thereunder. 
= * * e = +. s 
(E) The certificates granted herein are not transferable and shall be effective 
only so long as the holders thereof continue the acts or operations hereby author- 
ized in accordance with the provisions of the Natural Gas Act, and the ap- 


plicable rules, regulations and orders of the Commission. 
© 7 + e = ¥ * 
Commissioner Stueck not participating. 


Findings and order issuing certificate of public convenience and necessity 
The Ohio Fuel Gas Co. 
Docket No. G-8434 
May $1, 1955 


The Ohio Fuel Gas Company (Applicant) filed an application on February 4, 
1955, for a certificate of public convenience and necessity, pursuant to Section 7 
of the Natural Gas Act, authorizing the construction and operation of facilities 
for the transportation and sale of natural gas in interstate commerce. 

Applicant proposes to construct and operate approximately 1.2 miles of 444-inch 
O. D. transmission pipeline in Coal Township, Perry County, Ohio, extending 
from Applicant’s existing Line H-109 to a measuring and regulating station 


located on the premises of the Straitsville Brick Company, New Straitsville, 
Ohio. 


The Straitsville Brick Company is an existing industrial customer of Ap- 
plicant and is served through Applicant’s distribution system in New Straitsville, 
Ohio. Applicant represents that construction and operation of the proposed 
facilities are necessary to enable delivery of increased volumes of natural gas 
to Straitsville Brick Company and also to permit increased deliveries of gas 
in the Towns of New Straitsville and Shawnee, Ohio. 

The estimated capital cost of the proposed construction is $19,285, to be paid 
out of company cash. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 18, 1955, respecting the matters involved in and the issues presented by 
the application. No protest to the granting of the application has been received. 

The Commission /inds: 

(1) Applicant, an Ohio corporation having its principal place of business in 
Columbus, Ohio, owns and operates, among other facilities, a natural gas trans- 
mission pipeline system located in the State of Ohio, and by such operations is 
engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission in its order 
entered August 21, 1945, in Docket No. G-371, 4 F. P. C. 1033. 

(2) The proposed facilities will be used in the transportation of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission, as an 
integral part of Applicant’s existing pipeline system, and the construction and 
operation thereof by Applicant are subject to the requirements of subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 
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(8) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations thereunler. 

(4) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (iii), (8) (iv), and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure should 
attach to the certificate hereinafter issued and to the exercise of the rights 
granted thereunder, and that the time within which construction of the facilities 
authorized by this order should be completed and in actual operation should be 
fixed at three months from the date on which this order is issued. 

(6) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and is hereby issued 
authorizing Applicant to construct and operate the facilities hereinbefore de- 
scribed, for the transportation of natural gas, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of the Applicant, and the general terms and conditions set 
forth in paragraphs (1), (2), (3) (iii), (8) (iv), and (5) of Section 157.20 of 
the Commission’s Rules and Regulations shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (2) of Section 157.20 
of the Commission’s Rules and Regulations is hereby fixed at three months from 
the date on which this order issues. 

Commissioner Stueck not participating. 


Findings and order issuing certificate of public convenience and necessity 
Texas Eastern Transmission Corp. 
Docket No. G-8444 
May $1, 1955 


Texas Eastern Transmission Corporation (Applicant) filed an application 
on February 7, 1955, for a certificate of public convenience and necessity, pur- 
suant to Section 7 of the Natural Gas Act, authorizing the sale of additional 
firm natural gas to Huntingdon Gas Company (Huntingdon), as hereinafter 
described and as more fully described in the application on file with the Com- 
mission and open for public inspection. 

Applicant proposes to render additional firm natural gas service to Huntingdon 
for one year, commencing April 1, 1955. The quantities of natural gas involved 
are 2,805 Mcf on a maximum day and approximately 1,024,000 Mcf during the 
one-year period. Service is to be rendered pursuant to Applicant’s DCQ Rate 
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Schedule. Such service would be in addition to the 809 Mcf of natural gas per 
day which Applicant is presently authorized to sell at Huntingdon on a long- 
term firm basis. 

The service to be rendered requires no construction or acquisition of additional 
facilities by Applicant. 

Pursuant to Section 7 (c) of the Natural Gas Act and Section 157.17 of the 
Commission’s General Rules and Regulations (18 CFR 157.17), the Commission, 
on April 1, 1955, granted Applicant a temporary certificate authorizing the 
proposed service pending determination of the application. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 16, 1955, respecting the matters involved in and the issues presented by 
the application. No protests to the application have been received. 

The Commission finds: 

(1) Applicant is a Delaware corporation with its principal place of business 
in Shreveport, Louisiana. It owns and operates, among other facilities, a natural- 
gas transmission pipeline system in several states, and by such operation is 
engaged in the transportation and sale of natural gas in interstate commerce for 
resale for ultimate public consumption, subject to the jurisdiction of the Com- 
mission. Applicant is, therefore, a “natural-gas company” within the meaning 
of that term as used in the Natural Gas Act, as heretofore found by the Com- 
mission in its order of October 10, 1947, in Docket No. G—880, 6 F. P. C. 148. 

(2) The proposed service to Huntingdon hereinbefore described constitutes 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and such service is subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed service hereinbefore described is required by the public 
convenience and necessity and a certificate therefor should be issued as herein- 
after ordered and conditioned. 

(5) The public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1) and (5) of Section 157.20 of the Com- 
mission’s Rules of Practice and Procedure (15 CFR 157.20) should attach to 
the issuance of the certificate as hereinafter ordered and to the exercise of the 
rights granted thereunder. 

(6) A request for waiver of the intermediate decision procedure made by 
Staff Counsel during public hearing was unopposed by any party of record, 
and, not having been denied by the Commission, is granted pursuant to Sec- 
tion 1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 

The Commission orders: 

(A) A certificate of public convenience and necessity is hereby issued author- 
izing Applicant to transport and sell a maximum of 2,805 Mcf of natural gas 
per day to Huntingdon in addition to the 809 Mcf per day previously authorized, 
subject to the jurisdiction of the Commission, as hereinbefore described and upon 
the terms of this order. 

(B) This certificate shall be accepted in writing and under oath by a re- 
sponsible official of the Applicant, and the general terms and conditions set 
forth in paragraphs (1) and (5) of Section 157.20 of the Commission’s Rules 
of Practice and Procedure shall attach to the issuance of the certificate granted 
in paragraph (A) hereof, and to the exercise of the rights granted thereunder. 

Commissioner Stueck not participating. 
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Findings and order issuing certificates of public convenience and necessity 
Algonquin Gas Transmission Co. ; Tennessee Gas Transmission Co. 
Docket Nos. G-8513; G-8661 
May $1, 1955 


Algonquin Gas Transmission Company (Algonquin), a Delaware corporation 
having its principal place of business in Boston, Massachusetts, filed an ap- 
plication, on February 24, 1955, as supplemented on March 22, 1955, for a 
certificate of public convenience and necessity pursuant to Section 7 of the 
Natural Gas Act, authorizing Algonquin to render service as hereinafter de- 
scribed, subject to the jurisdiction of the Natural Gas Act, as more fully repre- 
sented in the application on file with the Commission and open for public 
inspection. 

Algonquin proposes to transport natural gas for the account of Public Service 
Electric and Gas Company of New Jersey (Public Service) from the point of 
interconnection of its pipeline with that of Texas Eastern Transmission Cor- 
poration (Texas Eastern) at Lambertville, New Jersey, to two delivery taps on 
its 26-inch main line near Morristown, New Jersey, and to one delivery tap 
at Pompton Lakes, New Jersey. Algonquin also proposes to deliver additional 
volumes of natural gas to Public Service through these taps by means of dis- 
placement of equivalent volumes delivered to it by Tennessee Gas Transmission 
Company (Tennessee) at a connection to be established by Tennessee near 
Ramsey, New Jersey, pursuant to its application in Docket No. G-—8661. 

Texas Eastern has been previously authorized to sell and deliver to Public 
Service up to 55,800 Mcf per day. Of this volume Algonquin proposes in this 
proceeding to transport a maximum of 47,940 Mcf per day (at 14.73 psia) from 
the Texas Eastern interconnection at Lambertville, New Jersey. Similarly, 
Tennessee has been authorized by the Commission’s Opinion No. 279 and ac- 
companying order issued December 28, 1954, in Docket No. G—2331 to sell and 
deliver a maximum of 25,500 Mcf per day (at 14.73 psia) to Public Service. 
Although the application contemplates delivery of 28,050 Mcf (at 14.73 psia) 
from Tennessee to Algonquin for the account of Public Service, authorization 
herein should be limited to previously authorized volumes absent further show- 
ing by Tennessee that the sale of increased volumes are required by the public 
convenience and necessity. The order is so conditioned. Total maximum day 
deliveries by Algonquin to Public Service will be 73,440 Mcf (at 14.73 psia). 

Algonquin will construct the three delivery taps at a cost of approximately 
$10,000 to be financed from cash on hand. Necessary metering and regulating 
stations and other appurtenant facilities will be constructed at the expense of 
Public Service and owned by that company. Public Service will lease such 
stations to Algonquin for $1.00 per year. 

Tennessee Gas Transmission Company (Tennessee), a Delaware corporation 
having its principal place of business in Houston, Texas, filed an application for 
a certificate of public convenience and necessity pursuant to Section 7 of the 
Natural Gas Act, authorizing Tennessee to construct and operate a metering 
and regulating station at the proposed delivery point in Ramsey, New Jersey, 
where Tennessee’s Hebron-Greenwich line will intersect with Algonquin’s 26-inch 
main line. Tennessee’s Hebron-Greenwich line has been previously authorized 
by the Commission in its Opinion No. 279 and accompanying order issued De- 
cember 28, 1954 in Docket No. G—2331, e# al. 
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The estimated cost of Tennessee’s proposed metering and regulating station 
is $10,000 to be financed from cash on hand. 

It is noted that the transportation contract filed as Exhibit P with Algonquin’s 
application in Docket No. G-—8513 is limited to a five-year period. However, 
the granting of the application for a certificate herein cannot, in any manner, 
be construed as the issuance of a certificate for a limited period of time. This 
Commission has consistently held that abandonment of service may only be 
authorized when, as required by Section 7 (b) of the Natural Gas Act, there 
has been due hearing and evidence adduced upon which the requisite finding 
can be made “that the available supply of natural gas is depleted to the extent 
that the continuance of service is unwarranted, or that the present or future 
public convenience or necessity permit such abandonment.” We do not have 
before us at this time a request for abandonment of service nor evidence ad- 
duced “after due hearing” thereon, and cannot project ourselves into the future 
to determine what the public convenience and necessity may permit five years 
hence. Therefore, we find that it is necessary and proper that the certificate 
issued herein be without time limitation. If events should occur in the future 
so that the Applicant should desire to abandon service or facilities herein 
authorized, it may request authorization for abandonment pursuant to Sec- 
tion 7 (b) of the Natural Gas Act. 

Pursuant to Section 7 (c) of the Natural Gas Act and Section 157.17 of the 
Commission’s General Rules and Regulations (13 CFR 157.17), the Commission, 
on May 13, 1955, granted Algonquin a temporary certificate authorizing the 
service proposed in Docket No. G-8513 pending determination of the application. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 17, 1955, respecting the matters involved in and the issues presented by the 
applications. No protest to the granting of the applications has been received. 
Staff counsel moved orally at the hearing that the intermediate decision pro- 
cedure be omitted and the Commission render a decision herein pursuant to 
Section 1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 

The Commission finds: 

(1) Algonquin Gas Transmission Company, applicant in Docket No. G—8513, 
is a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its Opinion No. 206 and accompanying 
order issued February 27, 1951 in Docket No. G—1319, 10 F. P. C. 35. 

(2) The construction and operation of the facilities hereinbefore described, 
together with the operation of existing facilities, will be utilized by Algonquin 
in the transportation of natural gas for the account of Public Service in inter- 
state commerce subject to the jurisdiction of the Commission and are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Algonquin is able and willing properly to do the acts and to perform 
the service proposed by it, and to conform to the provisions of the Natural Gas 
Act, and the requirements, rules, and regulations of the Commission thereunder. 

(4) The service proposed to be provided by Algonquin as hereinbefore de- 
scribed and the facilities proposed to be constructed and operated by Algonquin 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5). Tennessee Gas Transmission Company, applicant in Docket No. G-8661, 
is a “natural-gas company” within the meaning of the Natural Gas Act as here- 
tofore found by the Commission in its order issued August 1, 1947, in Docket 
No. G-808, 6 F. P. ©, 122. 
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(6) The facilities to be constructed by Tennessee as heretofore described are 
proposed to be used for the transportation and sale of natural gas for resale 
in interstate commerce, subject to the jurisdiction of the Commission as an 
integral part of Tennessee’s pipe line system. The construction and operation 
of the facilities by Tennessee are subject to the requirements of subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(7) Tennessee is able and willing properly to do the acts and to perform the 
service proposed by it, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(8) The facilities proposed to be constructed and operated by Tennessee as 
hereinbefore described are required by the public convenience and necessity, 
and a certificate therefor should be issued as hereinafter ordered and conditioned. 

(9) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section_1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission is granted pursuant to Section 
1.30 (c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity is hereby issued, upon 
the terms and conditions of this order, authorizing the transportation service 
by Algonquin, together with the construction and operation of the proposed 
facilities, subject to the jurisdiction of the Commission, used in the transporta- 
tion of natural gas in interstate commerce, as hereinbefore described. 

(B) Transportation of natural gas by Algonquin for Public Service shall be 
limited to a maximum of 75,990 Mcf per day (at 14.73 psia) at all delivery 
points. The volumes received from Tennessee shall not exceed 25,500 Mcf per 
day and the volumes received from Texas Eastern shall not exceed 52,615 Mcf 
per day. 

(C) The certificate authorized in paragraph (A) herein shall be accepted in 
writing, and under oath, by a responsible official of Algonquin, and the general 
terms and conditions set forth in paragraphs (1), (2), (8) (ill), (8) (iv), and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure shall 
attach to the issuance of the certificate granted in paragraph (A) hereof, and 
to the exercise of the rights granted thereunder. The time within which the 
facilities hereby authorized shall be constructed and placed in actual operation 
is fixed at 8 months from the date on which this order issues. 

(D) A certificate of public convenience and necessity is hereby issued author- 
izing Tennessee to construct and operate facilities, as hereinbefore described, 
for the transportation and sale of natural gas, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(E) Tennessee shall not sell and deliver to Public Service in any one day 
a total volume at all delivery points, including the Ramsey interconnection with 
Algonquin, aggregating more than 25,500 Mcf (14.73 psia) as heretofore author- 
ized at Docket No. G—2331. 

(F) The certificate authorized in paragraph (D) herein shall be accepted 
in writing and under oath by a responsible official of Tennessee and the general 
terms and conditions set forth in paragraphs (1), (2), (3) (ffi), (8) (iv), and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure shall 
attach to the issuance of the certificate granted in paragraph (D) hereof, and 
to the exercise of the rights granted thereunder. The time within which the 
facilities authorized in paragraph (D) shall be constructed and placed in 
actual operation is fixed at 8 months from the date on which this order issues. 

Commissioner Stueck not participating. 
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Findings and order directing sale and delivery of natural gas 
The Dayton Power and Light Co. 
Docket No. G-—8573 
May 31, 1955* 


The Dayton Power and Light Company (Applicant), an Ohio corporation 
with its principal place of business in Dayton, Ohio, filed an application on 
March 14, 1955, for an order, pursuant to Section 7 (a) of the Natural Gas Act, 
directing Ohio Fuel Gas Company (Ohio Fuel) to establish a physical con- 
nection between its existing Z-50 transmission line in Darke County, Ohio, and 
certain proposed facilities of Applicant, and the sale and delivery by Ohio Fuel 
to Applicant of natural gas for resale in the Village of Gordon, Darke County, 
Ohio, as hereinafter described, all as more fully represented in the application. 

Applicant states that it is an existing customer of Ohio Fuel, furnishing 
natural gas service to numerous communities in southwestern Ohio. The Vil- 
lage of Gordon has a population of 200, has no natural gas service at present, 
and has granted a 25-year franchise to Applicant. 

Applicant proposes to construct 2,687 feet of 2-inch pipeline to a point of 
connection with Ohio Fuel’s line Z-50 in Darke County, and a distribution 
system in the Village of Gordon, at a total cost of $18,000, to be financed from 
current funds. 

The requirements of the Village of Gordon are estimated at a maximum 
potential of 336 Mcf per day, with estimated annual requirements of 11,000 to 
14,000 Mcf per year. 

Ohio Fuel, in its answer to the application herein, filed on March 30, 1955, 
avers that it has no objection to the granting of the application and that rendition 
of the service requested will not adversely affect service to present customers; 
that no additional facilities other than a physical connection and tap will be 
required. 

After due notice of the application herein by publication in the Federal 
Register on May 5, 1955 (20 FR 3048-49) no petition to intervene or protest 
to the granting of the application has been received. 

The Commission finds: 

(1) The Ohio Fuel Gas Company, an Ohio corporation having its principal 
place of business at Columbus, Ohio, is engaged in the transportation and sale 
of natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of August 21, 1945, in Docket No. G-371, 4 F. P. C. 
1033. 

(2) Applicant is a public utility duly organized and existing under the laws 
of the State of Ohio and is engaged in the business of distributing and selling 
natural gas within the State of Ohio. 

(3) It is necessary and desirable in the public interest to direct the Ohio Fuel 
Gas Company to establish physical connection of its transmission system with 
the facilities proposed to be constructed and operated by the Applicant, and to 
sell and deliver to Applicant natural gas under Ohio Fuel’s appropriate rate 
schedules on file with the Commission. 


*Amended by order issued August 4, 1955, infra. p. 892. 
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(4) The requirement that Ohio Fuel serve Applicant, as proposed, will not 
place an undue burden upon Ohio Fuel, require it to enlarge its transportation 
facilities for such purpose, nor impair its ability to render adequate service 
to its existing customers. 

The Commission orders: 

(A) The Ohio Fuel Gas Company be and it is hereby directed to establish 
physical connection with the facilities of Applicant, together with such meter- 
ing, regulating and appurtenant facilities as may be required therefor, and to 
deliver and sell natural gas to Applicant pursuant to Ohio Fuel’s appropriate rate 
schedule on file with the Commission, providing Applicant enters into a service 
agreement with and commences the purchase of natural gas from Ohio Fuel 
prior to January 1, 1956. 

(B) Ohio Fuel shall report to the Commission, in writing and under oath, 
the date of commencement of service to Applicant. 

Commissioner Stueck not participating. 


Order further amending license (major) 
Portland General Electric Co. 
Project No. 135 
May $1, 1955 


Application was filed December 27, 1954, and later supplemented, by Portland 
General Electric Company, licensee for major Project No. 135, located on 
Clackamas River in Clackamas County, Oregon, and affecting lands of the United 
States partly within the Mt. Hood National Forest, for amendment of the license 
for the project, as hereinafter specified, which will not affect additional lands 
, of the United States. 

The application seeks amendment of the license to change the design of the 
proposed Timothy Meadows Dam from a rock-fill impervious core structure to a 
straight earth-fill dam; to install a 25-kilowatt generating unit at the dam for 
the purpose of providing electrical energy for supervisory control and tele- 
metering equipment at the dam; and to extend to December 31, 1955, the time 
for completion of the Timothy Meadows Reservoir and for the filing of revised 
Exhibit K maps. 

Applicant states that it will be impossible to complete the reservoir within 
the time specified in the license (March 1, 1955) because construction cannot be 
resumed until spring and the unusually wet summers of 1953 and 1954 resulted in 
considerable delay in the work; that geological studies indicate that the dam 
as now proposed will be less subject to leakage and safer than that originally 
proposed; that it proposes to install a 25-kilowatt generating unit at the dam 
for the purpose of providing electrical energy for supervisory control and tele- 
metering equipment at the dam; and that for the reasons stated above desires 
an extension of time for the filing of revised Exhibit K maps. 

By letter dated March 4, 1955, the applicant authorized the Commission staff 
to revise Revised Exhibit L-1-B (referred to as Exhibit M) filed as part of 
the application to show the “Hydro-Electric Unit” proposed for installation at 
the Timothy Meadows Reservoir Dam. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes for which the Mt. Hood National Forest 
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was created or acquired and will not alter any of the basic facts upon which 
the license was issued. 

(2) Public notice has been given as required by the Federal Power Act. 

(3) Revised Exhibit L-1-B (FPC No. 135-88) filed as part of the applica- 
tion—as revised to show the “Hydro-Electric Unit” proposed for installation at 
the Timothy Meadows Reservoir Dam and showing and describing the afore- 
said proposed changes—supersedes Exhibit L-1-B (FPC No. 135-85) now part 
of the license, conforms to the Commission’s rules and regulations, and should be 
approved as part of the license for the project and said superseded exhibit 
should be eliminated from the license. 

The Commission orders: 

(A) Revised Exhibit L-1-B (FPC No. 135-88) filed as part of the application 
is approved as part of the license for the project. 

(B) Exhibit L-1-B (FPC No. 135-85) is eliminated from the license for the 
project. 

(C) The license for Project No. 135—which was issued September 18, 1922, 
to Portland General Electric Company (then named Portland Railway Light 
and Power Company) and subsequently amended—is further amended, effective 
May 1, 1955, to change the design of the Timothy Meadows Dam; install a 
turbine and electrical generator; extend the time for the completion of the 
Timothy Meadows Reservoir and for the filing of revised Exhibit K: maps; 
incorporate in the license an exhibit showing said changes; and eliminate from 
the license a superseded exhibit; said amendment being: 

Paragraph I. Article 1A of the license as amended is further amended by: 

(i) Changing the description of the proposed Timothy Meadows Dam in Para- 
graph (c) (1) thereof and including therein the description of the proposed 
generating unit, so that said paragraph shall read as follows: 

(i) An earth-fill dam about 700 feet long and 100 feet high to be con- 
structed on Oak Grove Fork of Clackamas River in section 27, T.5 S., R. 8 E., 
W. M., creating a reservoir at Timothy Meadows with about 60,000 acre-feet 
of usable storage and with an area of about 1,340 acres: a 25-kw hydro- 
electric unit at the dam to supply electrical energy for supervisory control 
and telemetering equipment ; 

(ii) Excluding from Paragraph (c) thereof superseded Exhibit L-1-B (FPC 
No. 135-85) and including therein Revised Exhibit L-1-B (FPC No. 135-88), 
the description of which reads as follows: 

Revised Erhibit L-1-B. (FPC No. 135-88) entitled “General Plan & Sections 
Timothy Meadows Dam,” received by the Federal Power Commission on De- 
cember 27, 1954, and revised in accordance with the Company’s March 4, 1955 
letter to the Commission. 

Paragraph II. Article 2 (b) of the license as amended is further amended 
by changing March 1, 1955 in the fifth line thereof to December 31, 1955.* 

Paragraph III. Article 24 of the license as amended is further amended by 
substituting “on or before December 31, 1955” for “within one year from the 
date of acceptance of the amendment of license” in the first and second lines 
thereof. 

Paragraph IV. This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect, and shall not in any way 
constitute a waiver of any other part, provision or condition of the license as 
heretofore amended. 


* By order issued April 25, 1956, the time for completion of the project was further 
extended from December 31, 1955, to June 30, 1956. 
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(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned to 
the Commission within 60 days from the date of issuance of this order. 

Commissioner Stueck not participating. 


Findings and order issuing certificate of public convenience and necessity 
and permitting and approving abandonment of service 


Central Kentucky Natural Gas Co. 
Docket No. G—8599 
May $1, 1955 


Central Kentucky Natural Gas Company (Applicant) filed an application on 
March 17, 1955, as supplemented on April 18, 1955, for a certificate of public 
convenience and necessity pursuant to Section 7 of the Natural Gas Act, author- 
izing the acquisition and operation of certain facilities, subject to the jurisdiction 
of the Commission. Applicant also proposes to abandon certain service subject 
to the jurisdiction of the Commission. 

Applicant proposes to acquire and operate the facilities of its existing cus- 
tomer, Frankfort Kentucky Natural Gas Company (Frankfort Natural). Ap- 
plicant would acquire the following facilities: 

(a) Approximately 12.7 miles of 8%-inch O. D. pipe and approximately 
11.0 miles of 65-inch O. D. pipe extending from the present terminus of Ap- 
plicant’s transmission facilities at Lexington, Kentucky, tu the City of Frankfort, 
Kentucky ; 

(b) Approximately 1.5 miles of 23-inch O. D. pipe and approximately 5.2 miles 
of 4%4-inch O. D. pipe, being the lateral lines to the communities of Midway and 
Versailles, Kentucky ; 

(c) Approximately 7.2 miles of 65-inch O. D. pipe partially looping the exist- 
ing line between the Midway tap and the City of Frankfort; and 

(d) Approximately 4.1 miles of 85-inch O. D. pipe extending from the terminus 
of the above-mentioned partial loop into the southern portion of the City of 
Frankfort, Kentucky. 

In addition to these facilities, Applicant will acquire and operate Frankfort 
Natural’s distribution systems in Frankfort, Versailles and Midway. 

Applicant proposes to acquire all the facilities of Frankfort Natural in 
exchange for a maximum of 33,050 shares of the common stock of Columbia 
Gas System, Inc., parent of Applicant, and the assumption by Applicant of 
substantially all of the liabilities of Frankfort Natural. Frankfort Natural 
will then be dissolved. 

Upon acquisition of the facilities, Applicant would abandon its sale of gas 
to Frankfort Natural and assume the latter’s obligations in the sale and delivery 
of gas at retail in Frankfort, Versailles and Midway, Kentucky, and vicinity. 
There would be no abandonment of service to ultimate consumers. Applicant 
seeks authority pursuant to Section 7 (b) to abandon the jurisdictional sale to 
Frankfort Natural. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 26, 1955, respecting the matters involved in and the issues presented by the 
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application, No protest to the granting of the application has been received. 

The Commission finds: 

(1) Applicant, a Kentucky corporation having its principal place of business 
in Charleston, West Virginia, 9wns and operates, among other facilities, a nat- 
ural-gas transmission pipeline system in the Commonwealth of Kentucky, and by 
such operation is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of September 7, 1943, in Docket No. G-338, 3 F. P. C. 1083. 

(2) The facilities to be acquired by Applicant will be used in the transporta- 
tion of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, as an integral part of Applicant’s existing pipeline system, and the 
acquisition and operation thereof by Applicant are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations thereunder. 

(4) The acquisition and operation of Frankfort Natural’s facilities by Ap- 
plicant are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (4) (ii), (4) (iii), and (5) of 
Section 157.20 of the Commission's Rules of Practice and Procedure should attach 
to the certificate hereinafter issued and to the exercise of the rights granted 
thereunder, and that the time within which acquisition of the facilities author- 
ized by this order should be consummated should be fixed at six months from 
the date on which this order is issued. 

(6) The service proposed to be abandoned, as heretofore described, constitutes 
a sale of natural gas for resale in interstate commerce, subject to the jurisdiction 
of the Commission, and abandonment thereof by Applicant is subject to the 
requirements of subsection (b) of Section 7 of the Natural Gas Act. 

(7) The public convenience and necessity permits the abandonment of service 
as heretofore described, and an order permitting and approving the same should 
be issued as hereinafter ordered. 

(8) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission's 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and is hereby issued 
authorizing Applicant to acquire and operate the facilities as hereinbefore 
described, for the transportation of natural gas, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of the Applicant, and the general terms and conditions set 
forth in paragraphs (1), (2), (4) (ii), (4) (iii) and (5) of Section 157.20 of 
the Commission’s Rules and Regulations shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) The time within which the facilities hereby authorized shall be ac- 
quired, as provided by paragraph (2) of Section 157.20 of the Commission’s 
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Rules and Regulations, is hereby fixed at six months from the date on which 
this order issues. 

(D) Applicant is hereby granted permission and approval to abandon its 
sale for resale to Frankfort Natural as hereinbefore described. 

Chairman Kuykendall and Commissioner Stueck not participating. 


Order amending sec. 1.20 of Rules of Practice and Procedure 
Amendment of Part 1 of the Commission’s General Rules and Regulations 
Order No. 179* 

Docket No. R-146 
June 1, 1955 


The Commission has under consideration in this proceeding the amendment 
of Sec. 1.20 of Part 1 of its General Rules and Regulations (18 CFR, Chapter I, 
Subchapter A, Part 1) by amending paragraphs (f) and (h) thereof. Both are 
for the purpose of establishing a uniform policy in certain aspects of the Com- 
mission’s hearings which (1) will automatically incorporate applications (in- 
cluding attached exhibits), complaints, and similar formal documents as part 
of the hearing record, as pleadings and (2) will allow prepared testimony to be 
received in exhibit form without being copied into the stenographic transcript of 
the hearing. 

The first purpose is carried out by the addition of a sentence at the end of 
paragraph (f) of Sec. 1.20 relating to Order of procedure and the second by a 
revision of paragraph (h) thereof relating to Prepared expert testimony. 

It appears that the amendments to Sec. 1.20 adopted herein would be of con- 
siderable benefit to hearings in progress if such amendments are made effective 
at once. 

It appears also that the proposed amendment of Sec. 1.20 represents a matter 
of procedure which does not require notice or hearing under Section 4 (a) of 
the Administrative Procedure Act. 

The Commission finds: 

The amendments as hereinafter adopted are necessary and appropriate to 
carry out the provisions of the Federal Power Act and the Natural Gas Act. 

The Commission, acting pursuant to authority granted by Sections 308 and 
309 of the Federal Power Act (49 Stat. 858, 16 U. S. C. 825g, 825h) and Sec- 
tions 15 and 16 of the Natural Gas Act (52 Stat. 829, 830, 15 U. 8. C. 717n, 7170) 
orders: 

(A) Paragraph (f) of Section 1.20 of the Rules of Practice and Procedure is 
amended by adding the following sentence at the end thereof: 

(f) Order of procedure. * * * The applications (including attached exhibits), 
declarations of intention, complaints, formal protests, determinations of actual 
legitimate original cost of licensed projects, orders to show cause and responses 
thereto, and similar formal documents upon which hearings are fixed shall, 
without further action, be considered as parts of the record as pleadings: Pro- 
vided, however, That in no event, except as contemplated by the provisions of 
Section 1.32 (b), shall such pleadings, or any part thereof, be considered as 
evidence of any fact other than that of the filing thereof unless offered and 
received in evidence in accordance with the Commission’s rules. 


*20 F. R. 3934. 
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(B) Paragraph (h) of Section 1.20 of the Rules of Practice and Procedure is 
amended to read as follows: 

(h) Prepared expert testimony. Direct testimony of any witness within his 
special field may be offered as an exhibit, provided that copies of such proposed 
exhibit shall have been served upon all parties to the proceeding or their at- 
torneys of record, including staff counsel of record, at least 5 days in advance 
of the session of the hearing at which such exhibit is offered unless all parties 
in attendance: at the session of the hearing at which such exhibit’ is offered and 
staff counsel shall agree that all or any part of such 5 days’ prior service be 
waived : Provided, That the Presiding officer, absent such agreement, may permit 
the introduction of such written testimony after having given all parties and 
staff counsel present a reasonable opportunity (not less than 24 hours) to ex- 
amine it. Whenever in the circumstances of a particular case it is deemed 
necessary or desirable, the Commission or the presiding officer may direct that 
expert testimony to be given upon direct examination shall be reduced to 
exhibit form and be served and offered in the manner hereinbefore described. 
A reasonable period of time shall be allowed for the preparation of such written 
testimony. 

(C) The amendments to Section 1.20 herein prescribed be and they are hereby 
made effective June 1, 1955. 
Commissioner Smith not participating. 


Order terminating authorization to transmit electric energy 
to Canada and Presidential permit 


Burke-Divide Electric Co-operative, Inc. 
Docket No. E-6238 


June 2, 1955 


























By orders issued April 19, 1950, and September 21, 1953, this Commission, 
pursuant to Section 202 (e) of the Federal Power Act, authorized Burke-Divide 
Electric Co-operative, Inc., to transmit electric energy from the United States to 
Canada at a point near Noonan, North Dakota, in order to serve a Canadian 
Customs and Immigration Office. Concurrently with the ordér issued April 19, 
1950, there was released to Burke-Divide a Presidential Permit signed by the 
President of the United States on March 9, 1950, covering the facilities used in 
such transmission. 

By letter of March 29, 1955, Burke-Divide stated that beginning November 6, 
1953, the Canadian Office was supplied from a Canadian source and on De- 
cember 10, 1953, Burke-Divide’s facilities were removed. Burke-Divide states 
further that it exported no energy into Canada during 1954 and requests that it 
be permitted to surrender its permit. 

The Commission finds: 

It is appropriate for the purposes of the Federal Power Act and Executive 
Order 10485, dated September 3, 1953, that the authorization to export electric 
energy granted by orders issued April 19, 1950, and September 21, 1953, be 
terminated, and the Presidential Permit signed by the President of the United 
States on March 9, 1950, be revoked. 

The Commission orders: 

The export authorization and the Presidential Permit referred to above be 
and the same are hereby terminated and revoked. 


468917—59 
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Findings and order issuing certificate of public convenience and necessity 
United Gas Pipe Line Co. 
Docket No. G-8643 
June 2, 1955 


United Gas Pipe Line Company (Applicant), a Delaware corporation with its 
principal office in Shreveport, Louisiana, on March 21, 1955, filed an application 
for a certificate of public convenience and necessity, pursuant to Section 7 of the 
Natural Gas Act, authorizing the construction and operation of a necessary 
tap on Applicant’s 8-inch Jackson-Hattiesburg natural-gas transmission pipeline 
near McLaurin Heights, Rankin County, Mississippi, for the transportation and 
sale of natural gas subject to the jurisdiction of the Commission, all as described 
in the application on file with the Commission and open to public inspection. 

The proposed facility will enable Applicant to deliver and sell natural 
gas to Willmut Gas & Oil Company for. resale by the latter to residential and 
commercial consumers in McLaurin Heights. The record shows that Applicant 
can finance the proposed construction out of current working funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 24, 1955, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) Applicant owns and operates a natural-gas transmission pipeline system 
located in the States of Texas, Louisiana, Mississippi, Alabama, and Florida. 
By means of such operations Applicant is engaged in the transportation and 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption, subject to the jurisdiction of the Commission, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order of November 10, 1942, in Docket No. G—232, 
3 F. P. C. 863. 

(2) The facility hereinbefore described is proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as an integral part of Applicant's existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the requirements, rules, and regula- 
tions of the Commission thereunder. 

(4) The proposed construction and operation of the facility by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditiuns set forth in paragraphs (1), (2), (3) (iii), (8) (iv) and (5) of 
Section 157.20 of the Commission's Rules of Practice and Procedure (18 CFR 
157.20) should attach to the issuance of the certificate as hereinafter ordered, 
and to the exercise of the rights granted thereunder. 

(G) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.82 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 
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The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing United Gas Pipe Line Company to construct and operate 
the facility hereinbefore described, all as more fully described in the application, 
in this proceeding, for the transportation and sale for resale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, under oath, by a responsible 
official of the Applicant, and the general terms and conditions set forth in para- 
graphs (1) (2), (3) (iii), (3) (iv) and (5) of Section 157.20 of the Commis- 
sion’s Rules and Regulations, including the Rules of Practice and Procedure, 
shall attach to the issuance of the certificate granted in paragraph (A) hereof, 
and to the exercise of the rights granted thereunder. 

(C) The time within which the facility hereby authorized shall be constructed 
and placed in actual operation, as provided by paragraph (2) of the aforesaid 
Section 157.20 of the Commission’s Rules and Regulations, is hereby fixed at 
4 months from the date on which this order issues. 

(D) Applicant shall make the proposed sale and render the proposed service 
to Willmut Gas & Oil Company for resale in McLaurin Heights, Rankin County, 
Mississippi, under Applicant’s presently effective Rate Schedule G-J of its FPC 
Gas Tariff, First Revised Volume No. 1, as proposed, or any effective super- 
seding rate schedule to such tariff applicable to such sale, and pursuant to a 
service agreement in the form provided in the said tariff. 


Order further amending license (major) 
Town of Petersburg, Alaska 
Project No. 201 
June 3, 1955 


Application was filed April 13, 1955, by Town of Petersburg, Alaska, licensee 
for major Project No. 201, located at the outlet of Crystal Lake on Mitkof 
Island, First Judicial Division, Territory of Alaska, and affecting lands of the 
United States partly within the Tongass National Forest, for amendment of the 
license for the project to provide for modification of the reservoir clearing 
requirements in Article 14 of the license. 

The proposed enlarged reservoir authorized under Amendment No. 8 of the 
license for the project will affect lands of the United States within the Tongass 
National Forest and the Chief, Forest Service, acting for the Secretary of Agri- 
culture, who has supervision over the Tongass National Forest, has reported 
favorably on the modification of the reservoir clearing requirements in Article 14 
of the license as hereinafter provided. 

The Commission jfinds: 

The license, further amended as hereinafter provided, will not interfere or 
be inconsistent with the purposes for which the Tongass National Forest was 
created or acquired and will not alter any of the basic facts upon which the 
license was issued. 

The Commission orders: 

(A) The license for Project No. 201—which was issued November 13, 1924, 
to Town of Petersburg, Alaska, and subsequently amended—is further amended, 
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effective as of May 1, 1955, to modify Article 14 of the license; said amendment 
being: 

Paragraph I. Article 14 of the license is amended to read as follows: 

Article 14. The Licensee shall— 

(A) (i) Clear the bottoms and margins of the reservoir within a distance of 
1,000 feet from the dam of all trees four inches and larger in diameter at breast 
height, and shall remove to a place or places above high water satisfactory to 
representative of the Commission all debris and cut timber resulting from the 
clearing; and 

(ii) On the remainder of the lands within the high water line of the enlarged 
reservoir, cut and remove as specified in section (i): 

(1) All trees four inches and larger in diameter at breast height; and 

(2) Such additional standing trees or other standing vegetation as the Com- 
mission may require in the interests of efficient operation of the project or 
promotion of the best use of the lands adjacent to the reservoir for appropriate 
national forest purposes. 

Provided: That with respect to parts (1) and (2) of this section the Licensee 
may defer cutting and removing such vegetation until July 1, 1965. If the 
Licensee so elects, the decision by the Commission as to additional vegetation 
to be removed under part (2) hereof shall also be deferred until July 1, 1965, or 
such earlier date as the Licensee may elect to perform the cutting and removal 
of timber and vegetation required herein. 

(B) Clear and keep clear to an adequate width lands of the United States 
along open conduits and along transmission lines, and shall dispose to the 
satisfaction of said representative of the Commission of all temporary structures, 
brush, refuse or unused timber on lands of the United States resulting from 
the clearing of lands or from the construction and maintenance of said project 
works. 

Paragraph II. This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect, and shall not in any way 
constitute a waiver of any other part, provision or condition of the license as 
heretofore amended. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned to 
the Commission within 60 days from the date of issuance of this order. 


Order issuing preliminary permit 
Town of Cordova, Alaska 
Project No. 2178 
June $, 1955 


Application was filed January 26, 1955, by Town of Cordova, Alaska, for a 
preliminary permit under the Federal Power Act (hereinafter referred to as 
the Act) for proposed Project No. 2178, to be located on Power Creek in the 
Third Judicial Division, Territory of Alaska, and affecting unsurveyed lands 
of the United States within the Chugach National Forest. 
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As described in the application, the proposed project will consist of a low 
dam located approximately 4% mile above Ohman Falls at the entrance to 
Power Creek Canyon (approximately 8 miles northeast of Cordova) ; a tunnel 
about 900 feet long extending from the intake works in a small reservoir to a 
point about 400 feet below Ohman Falls; 6,000 feet of pipeline; a surge tank; 
800 feet of penstock; a powerhouse located on Hyak Lake with an initial in- 
stallation of 1,000 kilowatts; a transmission line to Cordova; and appurtenant 
mechanical and electrical facilities. 

The applicant proposes to use the power generated to serve the Town of 
Cordova and immediate vicinity, and to replace diesel generated energy—the 
existing diesel units to serve for standby and peaking purposes. 

The Chief of Engineers, Department of the Army, has informed the Com- 
mission that the contemplated plan of development will not affect the interests 
of the Corps of Engineers and no objection is made to granting the permit. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Chugach National Forest, has reported favorably on the 
application and has recommended inclusion in the preliminary permit of stipula- 
tions for the protection and utilization of national forest land and resources 
substantially as hereinafter provided. 

An Assistant Secretary of the Interior, acting for the Secretary of the Interior, 
has reported favorably. on the application and has recommended inclusion in 
the preliminary permit of a stipulation in the interest of fish and wildlife 
resources substantially as hereinafter provided. 

The permit issued herein does not authorize construction of the proposed 
project—being for the sole purpose of maintaining priority of application for a 
license for the project under the terms of the Federal Power Act. 

The Commission finds: 

(1) The applicant is a municipal corporation organized under the laws of the 
Territory of Alaska and is a municipality within the meaning of Section 3 (7) 
of the Act. 

(2) The project will occupy lands of the United States. 

(3) Public notice of the application has been given as required by the Act. 
No conflicting application is before the Commission. 

(4) The project does not affect any Government dam and no reason is ap- 
parent at this time for its development by the United States. 

The Commission orders: 

(A) This preliminary permit is issued to Town of Cordova, Alaska (herein- 
after referred to as the Permittee), for a period of three years, effective as 
of May 1, 1955, for the sole purpose of maintaining priority of application for 
a license for proposed Project No. 2178, affecting unsurveyed lands of the United 
States within the Chugach National Forest, subject to the terms and conditions 
of the Act which is hereby incorporated by reference as a part of this permit, 
and subject to such rules and regulations as the Commission has issued or 
prescribed under the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in 
Form P-1, entitled “Terms and Conditions of Preliminary Permit,” 16 F. P. C. 
1303, which terms and conditions (described as Articles 1 through 8) are at- 
tached hereto and made a part hereof; and subject to the following special 
conditions set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each six-month period 
from the effective date of the preliminary permit to the Regional Forester, 
United States Forest Service, Juneau, Alaska, having supervision over the 
project, or to such other officer as to the Commission may designate, accurate 
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statements of the work accomplished during the period and of the work con- 
templated under the permit for the ensuing period. 

Article 10. The Permittee shall during the period of project planning co- 
operate with the United States Fish and Wildlife Service in order that adequate 
provision may be made for the protection of the fish and wildlife resources of 
the affected areas, and with the Regional Forester or his representative in order 
that adequate provision may be made for the protection of national forest 
interests. 

Article 11. The Permittee shall, when conducting its field surveys and in- 
vestigations on national forest lands, abide by such rules and regulations rela- 
tive to fire prevention and control, and the cutting of trees and other vegetation 
as the Regional Forester or his representative may prescribe. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
preliminary permit. In acknowledgment of the acceptance of this preliminary 
permit, it shall be signed for the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Order authorizing issuance of securities 
Gulf States Utilities Co. 
Docket No. E-6623 
June 3, 1955* 


Gulf States Utilities Company (Applicant), incorporated under the laws of 
the State of Texas, and qualified to do business as a foreign corporation in the 
State of Louisiana, with its principal place of business in Beaumont, Texas, 
filed an application on May 6, 1955, as amended May 11, 25, and 27, 1955, for 
authorization, pursuant to Section 204 of the Federal Power Act, to issue a 
maximum of $13,000,000, principal amount, of promissory notes. The notes to 
be issued will be composed of renewals of up to a maximum of $6,000,000, 
principal amount, of outstanding promissory notes of the Applicant issued pur- 
suant to the provisions of Section 204 (e) of the Act and of new promissory notes 
of up to a maximum of $7,000,000, principal amount. 

The outstanding notes to be renewed evidence loans made prior to May 31, 
1955, to the Applicant by two New York banks, the Irving Trust Company and 
The Chase Manhattan Bank, under their respective credit agreements with the 
Applicant dated June 7, and 14, 1954. Those notes are of varying principal 
amounts with maturity dates not later than eleven months from their respective 
dates of issue. By the subject application Applicant seéks authority to renew 
all of such notes as they mature for a period of not to exceed six months. Ap- 
plicant proposes to effect an extension of the aforesaid loan agreements to 
permit this renewal. As renewed, each note will bear interest at the prime rate 
in effect when it is renewed. This rate is currently 3 per cent. 

The $7,000,000, principal amount, of new notes to be issued will be in varying 
principal amounts and issued on or before May 31, 1956, to evidence loans 
negotiated under additional credit agreements which Applicant has entered into 
with the Irving Trust Company and The Chase Manhattan Bank. Under these 


*Supplemental order issued December 7, 1955, infra, p. 1184. 
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agreements, which are both dated May 2, 1955, Applicant will obtain a revolving 
credit in the aggregate maximum principal amount of $7,000,000. Any repay- 
ment of loans made under these agreements will to the extent of the repayment 
restore the credit available to the Applicant. However, at no one time will 
there be more than $7,000,000 principal amount of the new notes outstanding. 
All of the new notes to be issued will mature not later than eleven months from 
their respective dates of issue. Also, each of these notes will bear interest 
at the prime rate current when issued. 

Applicant will not pay any commitment fee under any of the above-described 
loan agreements and it will not pay any finder’s fee or other fee in connection 
therewith. 

The Applicant states that the proceeds to be obtained from the renewal of 
its outstanding notes and the issue of the new notes will be used to provide a 
portion of the funds needed to carry forward its 1955 construction program. 
Construction outlays during the current year will approximate $23,000,000, which 
amount includes approximately $10,000,000 of new work to be started and 
$13,000,000 associated with construction started prior to 1955. A portion of 
the funds needed up to the present time for construction expenditures have been 
secured through the issuance of the outstanding promissory notes. 

Applicant anticipates that on or about June 8, 1955, it will issue approxi- 
mately $5,000,000, principal amount, of the new notes. During the month of 
July 1955, Applicant expects to complete permanent financing arrangements 
which will provide funds sufficient to pay off approximately $10,000,000, prin- 
cipal amount, of its then outstanding short term promissory notes. 

Written notice of the application has been given to the Railroad Commission 
of Texas and the Public Service Commission of Louisiana and to the Governor 
of each of those States. Notice has also been given by publication in the Federal 
Register on May 19, 1955 (20 F. R. 3519), stating that any person desiring to 
be heard or to make any protest with reference to the application should file 
a petition or protest on or before May 31, 1955. No protest, petition or request 
to be heard in opposition to the granting of the application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act, subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order issued October 9, 
1947, Gulf States Utilities Co., Docket No. IT-6081, 6 F. P. C. 958. 

(2) The proposed renewal of a maximum of $6,000,000, principal amount, of 
Applicant’s outstanding promissory notes and the proposed issuance of a maxi- 
mum of $7,000,000, principal amount, of new promissory notes, all as described 
above, will constitute an issuance of promissory notes in the aggregate principal 
amount of $13,000,000 within the purview of Section 204 of the Act. 

(3) The proposed issuance of promissory notes, as described above will be 
in excess of 5% of the par value of the other securities of Applicant and there- 
fore will not be exempt by virtue of Section 204 (e) from the requirements 
of Section 204 (a). 

(4) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of Section 204 (f) of the Act, and the proposed issuance is, therefore, not 
exempt by virtue of that section from the requirements of Section 204 of the 
Federal Power Act. 

(5) The proposed issuance of securities as hereinafter authorized will be for 
a lawful object, within the corporate purposes of Applicant and compatible with 
the public interest which is appropriate for and consistent with the proper 
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performance of service by Applicant as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

(6) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The issuance of promissory notes, as proposed by the Applicant, whether 
a renewal of an outstanding promissory note or an original issue, in the maximum 
principal amount of not to exceed $13,000,000 outstanding at any one time, 
all as described above, upon the terms and conditions and for the purposes 
specified in the application be and the same hereby is authorized, subject to the 
provisions of this order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated on or before May 31, 1956.* 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation estimates or determinations of cost, or any matter whatsoever which 
may come before this Commission, or any other regulatory body, and nothing 
in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or as- 
serted. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates. 


Order reducing amount of refund bond 
E. J. Hudson, et al. 
Docket No. G-4335 
June 9, 1955 


By order issued April 7, 1955, in the above-designated proceeding, the Com- 
mission, among other things, fixed and determined the amount of $31,500 for 
the refund bond that was required to be filed in order to render effective the 
Commission’s order permitting proposed changes in rates to be collected pending 
consideration and determination of the application for an order to increase 
such rates. 

On May 2, 1955, EB. J. Hudson, et al., (Hudson) filed a petition alleging that 
its application to increase rates did not represent all of the interests in the 
gas sold from the producing unit, and, further, Hudson alleged that the com- 
parative Statement of Sales and Revenues attached to the application was 
overstated and a corrected statement was set forth as a part of the petition 
filed on May 2, 1955. The petition and the corrected statement reflect that 
Hudson represents only a 51.875% interest in the gas sold from the producing 
unit, and that revenues were much less than reflected in the original application. 
Accordingly, the petition requested that the amount of the bond be fixed at 
$11,000. 

The Commission finds: 

It is appropriate to amend the order in which was specified the amount of the 
refund bond. 


* By order of February 7, 1956, Applicant was authorized to further extend the 
$6,000,000 principal amount of promissory notes as they mature following the six-month 
extension for the further period of up to and including December 1, 1956. 
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The Commission orders: 

The order heretofore issued in this proceeding on April 7, 1955, is hereby 
amended to provide that the refund bond specified therein be in the amount of 
$11,000, and that in all other respects the said order of April 7, 1955, be and 
the same hereby is continued in full force and effect. 


Findings and order issuing certificate of public convenience and necessity 
and permission and approval to abandon facilities 


Gas Transport, Inc. 
Docket No. G-6673 
June 9, 1955 


Gas Transport, Inc. (Applicant), a Delaware corporation having its principal 
place of business in Lancaster, Ohio, filed an application on December 22, 1954, 
and a supplement thereto on January 27, 1955, for (a) a certificate of public 
convenience and necessity authorizing the Applicant to construct and operate 
approximately 4 miles of 6-inch pipeline extending from a new producing well 
in Jackson County, West Virginia, to Applicant’s existing 3-inch pipeline in the 
Belleville area, West Virginia, and (b) permission and approval to abandon 
and remove approximately 5.6 miles of 6-inch pipeline extending from a point in 
Wirt County, West Virginia, to a point of connection with Applicant’s existing 
14-inch pipeline in Jackson County, West Virginia, all pursuant to Section 7 of 
the Natural Gas Act, and subject to the jurisdiction of the Commission. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 31, 1955, respecting the matters involved and the issues presented by the 
application and supplement thereto. No protest to the granting of the applica- 
tion has been received. 

The record shows that Applicant will utilize the 6-inch pipe of the pipeline 
proposed to be abandoned and removed for the construction of the new line to 
connect Applicant’s system with a new source of supply. The portion of line 
proposed to be abandoned and removed is no longer being used due to depletion 
of the natural gas source reached by the line. Applicant will use the new line 
to augment its supply of gas sold to its parent, Anchor Hocking Glass Company. 

The estimated cost of removal, construction and operation of the lines re- 
ferred to in (a) and (b) is $23,364, which will be defrayed from current funds 
available. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
in Lancaster, Ohio, is engaged in the transportation of natural gas in interstate 
commerce and is, therefore, a “natural-gas company” within the meaning of the 
Natural Gas Act as heretofore found by the Commission in its order of Novem- 
ber 28, 1941, in Docket No. G—213, 2 F. P. C. 1079. 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication herein, are proposed to be used in the transportation of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission, as integral 
parts of Applicant’s existing pipeline system, and the construction and operation 
thereof by Applicant are subject to the requirements of subsections (c) and 
(e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 
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(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(6) The facilities proposed to be abandoned and removed are used for the 
transportation of natural gas in interstate commerce, and are subject to the 
requirements of Section 7 (b) of the Natural Gas Act. 

(7) Public convenience and necessity permit the abandonment and removal 
of the facilities as proposed in the application. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant to construct and operate facilities for the trans- 
portation of natural gas, all as more fully described in its application in this 
proceeding, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (iii), (3) (iv), and (5) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) Permission and approval be and is hereby granted Applicant to abandon 
the facilities described hereinabove. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure, is hereby 
fixed at 6 months from the date on which this order issues. 


Order issuing preliminary permit 
Chugach Electric Association, Inc. 
Project No. 2170 
June 10, 1955 


Application was filed October 25, 1954, and later supplemented, by Chugach 
Electric Association, Inc., of Anchorage, Alaska, for a preliminary permit under 
the Federal Power Act (hereinafter referred to as the Act) for proposed 
Project No. 2170, to be located on Cooper Lake and Kenai Lake or River on 
Kenai Peninsula in the Third Judicial Division, Territory of Alaska, about 
68 miles south of Anchorage, and affecting lands of the United States within 
the Chugach National Forest. 

As described in the application, the proposed project will consist of one of 
three alternative projects, all of which involve diverting water from Cooper 
Lake. Two of the projects would consist of an earth fill dam at the outlet of 
Cooper Lake, a conduit and penstock to a powerhouse near the mouth of Cooper 
Creek or a tunnel and penstock to a powerhouse at Kenai Lake. The third 
alternative project would consist of a tunnel and penstock from Cooper Lake 
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to a powerhouse at Kenai Lake. A drawdown of 30 feet below natural lake 
level would provide a usable storage of about 57,000 acre-feet. Installations 
range from 9,000 to 12,000 kilowatts of capacity and the heads from 687 to 
800 feet. 

The applicant proposes to distribute the power generated through its system. 

The Chief of Engineers, Department of the Army, has informed the Com- 
mission that the contemplated plan of development will not affect the interests 
of the Corps of Engineers so no objection is made to issuance of the permit. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Chugach National Forest, has reported favorably on the 
application and has recommended inclusion in the preliminary permit of stipu- 
lations for the protection and utilization of national forest land and resources 
substantially as hereinafter provided. 

An Assistant Secretary of the Interior, acting for the Secretary of the In- 
terior, has reported favorably on the application and has recommended in- 
elusion in the preliminary permit of a stipulation in the interest of fish and 
wildlife resources substantially as hereinafter provided. 

The City of Seward has protested the application on the ground, among others, 
that the proposed project would seriously interfere with the development, financ- 
ing, and marketing of power from the proposed Seward project presently under 
preliminary permit as Project No. 2171. However, the proposed project facilities 
of the two projects are not in physical conflict, but the market proposed to be 
served by each may conflict. This matter of market will be further considered 
in the event either or both permittees file an application for license. 

The permit issued herein does not authorize construction of the proposed 
project—being for the sole purpose of maintaining priority of application for 
a license for the project under the terms of the Federal Power Act. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of Territory of 
Alaska. 

(2) The project will occupy lands of the United States. 

(3) Public notice of the application has been given as required by the Act. 
No conflicting application is before the Commission. 

(4) The project does not affect any Government dam and no reason is 
apparent at this time for its development by the United States. 

The Commission orders: 

(A) This preliminary permit is issued to Chugach Electric Association, Inc. 
(hereinafter referred to as the Permittee), for a period of thirty months, ef- 
fective as of June 1, 1955, for the sole purpose of maintaining priority of ap- 
plication for a license for proposed Project No. 2170, affecting lands of the 
United States within the Chugach National Forest, subject to the terms and 
conditions of the Act which is hereby incorporated by reference as a part of 
this permit, and subject to such rules and regulations as the Commission has 
issued or prescribed uader the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in 
Form P-1, entitled “Terms and Conditions of Preliminary Permit,” 16 F. P. C. 
1308, which terms and conditions (described as Articles 1 through 8) are at- 
tached hereto and made a part hereof; and subject to the following special 
conditions set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each six-month period 
from the effective date of the preliminary permit to the Regional Forester, 
United States Forest Service, Juneau, Alaska, having supervision over the project, 
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or to such other officer as the Commission may designate, accurate statements 
of the work accomplished during the period and of the work contemplated under 
the permit for the ensuing period. 

Article 10. The Permittee shall during the period of project planning co- 
operate with the United States Fish and Wildlife Service and the Territorial 
Agencies concerned with the management of fish and wildlife resources. with 
the specific intent of developing a plan least harmful to these resources, giving 
primary consideration to the maintenance of adequate flows in Cooper Creek 
to preserve its salmon-producing capacity and sport fishing potential and such 
mitigation measures as may appear desirable and reasonable, and with the 
Regional Forester or his representative in order that adequate provision may 
be made for the protection of national forest interests. 

Article 11. The Permittee shall, when conducting its field surveys and in- 
vestigations on national forest lands, take such measures as may be prescribed 
in advance by the Regional Forester or his representative relative to the pre- 
vention and suppression of fire; regulated cutting of trees and other vegetation ; 
the preservation of the soil mantle and vegetative cover; reduction of erosion ; 
prevention of water pollution ; maintenance of the fish, wildlife, and recreational 
resources; construction and maintenance of roads, and trails; replacement or 
compensation for government-owned improvements; and other national forest 
interests. 

Article 12. The Permittee shall during the period of project planning co- 
operate with the Alaska Road Commission and The Alaska Railroad in order 
that consideration may be given to the interests of these agencies. 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) of 
the Act, and failure to file such an application shall constitute acceptance of this 
preliminary pérmit. In acknowledgment of the acceptance of this preliminary 
permit, it shall be signed for the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Findings and order issuing certificate of public convenience and necessity 
United Fuel Gas Co. 
Docket No. G-6865 
June 10, 1955 


United Fuel Gas Company (Applicant), a West Virginia corporation having 
its principal place of business in Charleston, West Virginia, filed an application 
on January 5, 1955, for a certificate of public convenience and necessity author- 
izing Applicant to construct and operate certain replacement facilities, subject 
to the jurisdiction of the Commission, as hereinafter described and as more 
fully set forth in the application on file with the Commission and open for 
public inspection. 

Applicant proposes to construct and operate approximately 2 miles of 12%4-inch 
O. D. pipeline, extending from the terminus of Applicant’s Line UM-10 at 
Pollard in Boyd County, Kentucky, to a point of interconnection with Ap- 
plicant’s 8-inch Line G, also in Boyd County, at the Ohio River. 

Construction of the proposed facilities will replace the following facilities 
in the Ashland-Catlettsburg distribution area in Kentucky, which will be re- 
classified as distribution property : 
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(1) Approximately 5 miles of Applicant’s 8-inch Line G in Boyd County, 
Kentucky, extending from Applicant’s Kenova Measuring Station to the City 
of Ashland; 

(2) A small segment of 10-inch Line F in Ashland, Kentucky; and 

(3) 8,136 feet of 10-inch cross-over between Line F and Line G in Ashland, 
Kentucky. 

The construction of the proposed facilities will have a maximum capacity of 
55,400 Mcf on peak day, which compares with the estimated maximum day 
volumes for 1955-1956 of 25,600 Mcf. The increase in capacity will be utilized 
to increase operational efficiency. 

The total estimated capital cost of the proposed facilities is $93,000, which 
will be supplied by the parent company of Applicant, The Columbia Gas System, 
Ine. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 6, 1955, concerning the matters involved in and the issues presented by 
the application. No protest to the granting of the application has been filed. 

The Commission finds: 

(1) Applicant, a West Virginia corporation having its principal place of 
business in Charleston, West Virginia, owns and operates, among other facilities, 
a natural-gas transmission pipeline system located in West Virginia, Ohio, and 
Kentucky; by such operations Applicant is engaged in the transportation and 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption, subject to the jurisdiction of the Commission, and is, therefore, a 
“natural-gas company” within the meaning of that term as it is used in the 
Natural Gas Act, as heretofore found by the Commission in its order of March 1, 
1944, in Docket No. G-341, 4 F. P. C. 534. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s existing 
pipeline system. The construction and operation of the facilities by Applicant 
are, therefore, subject to the requirements of subsections (c) and (e) of Sec- 
tion 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities subject to the 
jurisdiction of the Commission as hereinbefore described are required by the 
public convenience and necessity, and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(5) The public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (iii), (3) (iv), and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure should 
attach to the certificate hereinafter issued and to the exercise of the rights 
granted thereunder. 

(6) The time within which construction of the facilities authorized by this 
order shall be completed and in actual operation should be fixed at 4 months 
from the date on which this order issues. 

(7) A request during the public hearing by Staff Counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 





790 FEDERAL POWER COMMISSION 


The Commission orders: 

(A) A certificate of public convenience and necessity is hereby issued author- 
izing Applicant to construct and operate the facilities hereinbefore described 
for the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, upon the terms and conditions of this 
order. 

(B) The certificate shall be accepted in writing and under oath by a re- 
sponsible official of the Applicant, and the general terms and conditions set 
forth in paragraphs (1), (2), (3) (iii), (3) (iv), and (5) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate in paragraph (a) hereof and to the exercise of the rights 
granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided in paragraph (2) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure, is hereby fixed 
4 months from the date on which this order issues. 


Findings and order issuing certificate of public convenience and necessity 
United Fuel Gas Co. 
Docket No. G—8553 
June 10, 1955 


United Fuel Gas Company (Applicant), a West Virginia corporation with its 
principal place of business in Charleston, W. Va., filed an application with the 
Federal Power Commission on March 7, 1955, for a certificate of public con- 
venience and necessity, pursuant to Section 7 (c) of the Natural Gas Act, author- 
izing the operation of facilities for the transportation and sale of natural gas 
in interstate commerce as hereinafter described, and as more fully described in the 
application on file with the Commission for public inspection. 

Applicant in its application requests that the Commission authorize the main- 
tenance and operation of measuring and regulating facilities for the delivery and 
sale of natural gas to Luther Lusher at Wire Branch, Cabell County, West 
Virginia. The existing facilities were installed by Applicant in order to make 
local distribution of gas to consumers. However, Luther Lusher was authorized 
by the West Virginia Public Service Commission to engage in the local dis- 
tribution of gas at Wire Branch and Applicant seeks authorization for the 
continued operation of these facilities and for the sale to Luther Lusher for 
resale. 

Applicant has requested omission of the intermediate decision procedure and 
that its application be heard under the shortened procedure provided by Sec- 
tion 1.32 (b) (18 CFR 1.32 (b)) of the Commission’s Rules of Practice and 
Procedure. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 27, 1955, respecting the matters involved in and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) United Fuel is a “natural-gas company” within the meaning of the Natural 
Gas Act. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transportation and sale of natural 
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gas in interstate commerce as an integral part of Applicant’s existing pipeline 
system, and the continued operation thereof by Applicant is subject to the re- 
quirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(4) The continued operation of the facilities as proposed by Applicant is 
required by the public convenience and necessity, and a certificate therefor should 
be issued. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (c) (4) and (e) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure (18 CFR 157.20) should attach 
to the certificate hereinafter issued. 

(6) This proceeding is a proper one for disposition under the provisions of 
Section 1.32 (b) of the Commission’s Rules of Practice and Procedure, and 
sufficient cause exists for the Commission forthwith to render its final decision 
in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing United Fuel to operate the facilities hereinbefore described, 
all as more fully described in the application in this proceeding, for the trans- 
portation and sale of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (a), (c) (4) and (e) of Section 157.20 of the Commission’s Rules 
and Regulations shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 


Findings and order issuing certificate of public convenience and necessity 
New York State Natural Gas Corp. 
Docket No. G-8568 


June 10, 1955 



















New York State Natural Gas Corporation (Applicant) filed an application 
on March 11, 1955, for a certificate of public convenience and necessity, pursuant 
to Section 7 of the Natural Gas Act, authorizing the construction and operation 
of approximately 20.9 miles of 20-inch loop pipeiine, subject to the jurisdiction 
of the Commission, as hereinafter described. 

Applicant proposes to construct the above-mentioned 20.9 miles of 20-inch 
transmission pipeline from a point near Portageville, Wyoming County, New 
York, to The Craigs Connection in Livingston County, New York. This section 
of transmission pipeline would complete Applicant’s Line No. 24, which loops 
Applicant’s Line No. 14, extending from its State Line Compressor Station in 
Potter County, Pennsylvania, to a point of connection with Rochester Gas and 
Electric Corporation near Caledonia in Livingston County, New York. 

Applicant represents that the completion of its Line No. 24 is necessary in 
order to serve the increasing requirements of present customers. 

The estimated cost of the proposed construction is $1,225,000, which Ap- 
Plicant intends to finance in part from available company funds and in part 
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from funds to be obtained by issuing notes or stock, or both, at face or par 
value, to its parent company, Consolidated Natural Gas Company. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
Juné 3, 1955, concerning the matters involved in and the issues presented by 
the application. No protest to the granting of the application has been filed. 

The Commission finds: 

(1) New York State Natural Gas Corporation is a New York Corporation 
with its principal place of business in Pittsburgh, Pennsylvania. It owns and 
operates, among other facilities, a natural-gas transmission pipeline system in 
the States of Pennsylvania and New York, and by such operation is engaged 
in transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption, subject to the jurisdiction of the Commission. 
New York State Natural Gas Corporation is, therefore, a “natural-gas company” 
within the meaning of that term as it is used in the Natural Gas Act, as here- 
tofore found by the Commission in its order of October 27, 1942, in Docket 
No. G-312, 3 F. P. C. 844. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s existing pipe- 
line system. The construction and operation of the facilities by Applicant are, 
therefore, subject to the requirements of subsections (c) and (e) of Section 7 
of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities subject to the 
jurisdiction of the Commission as hereinbefore described is required by the 
public convenience and necessity, and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(5) The public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (iii), (3) (iv), and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure should attach 
to the certificate hereinafter issued and to the exercise of the rights granted 
thereunder. 

(6) The time within which construction of the facilities authorized by this 
order shall be completed and in actual operation should be fixed at 8 months 
from the date on which this order issues. 

(7) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission's 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity is hereby issued au- 
thorizing Applicant to construct and operate the facilities hereinbefore described 
for the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, upon the terms and conditions of this 
order. 

(B) The certificate shall be accepted in writing and under oath by a re- 
sponsible official of the Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (iii), (3) (iv), and (5) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure shall attach to the issuance of 


the certificate in paragraph (a) hereof and to the exercise of the rights granted 
thereunder. 
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(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided in paragraph (2) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure, is hereby fixed 
at 8 months from the date on which this order issues. 


Findings and order issuing certificate of public convenience and necessity 


Rockland Light and Power Co. and Rockland Electric Co. 
Decket No. G-8736 
June 10, 1955 


Rockland Light and Power Company (Applicant), a New York corporation 
with its principal place of business in Nyack, New York, and its wholly-owned 
subsidiary, Rockland Electric Company (Rockland Electric), a New Jersey 
corporation with its principal place of business at Closter, New Jersey, filed 
an application with the Federal Power Commission on April 7, 1955, as supple- 
mented on April 19 and 26, 1955, for a certificate of public convenience and 
necessity, pursuant to Section 7 (c) of the Natural Gas Act, authorizing the 
construction and operation of facilities for the transportation of natural gas 
in interstate commerce as hereinafter described, and as more fully described 
in the application as supplemented, on file with the Commission for publie 
inspection. 

The application as supplemented seeks authorization for the construction, 
maintenance and operation of about %4 mile of 6-inch pipeline and necessary 
measuring and regulating facilities for the establishment of a delivery point 
for the delivery of natural gas to Ford Motor Company at Mawhah, New Jersey. 
Rockland Light proposes to construct a metering and regulating station and 
2,064 feet of G-inch pipeline from its existing pipeline to the New York-New 
Jersey State line near Suffern, New York. Rockland Electric proposes to con- 
struct an industrial service line 994 feet long to take gas from Rockland Light’s 
proposed line to the Ford plant. 

The gas will be used by Ford Motor Company principally in a paint drying 
process, and incidentally for metal melting and for cooking. None of the gas 
will be used for boiler fuel. 

Applicant has requested omission of the intermediate decision procedure and 
that the application be heard under the shortened procedure provided by Sec- 
tion 1.32 (b) (18 CFR 1.82 (b)) of the Commission's Rules of Practice and 
Procedure. 

Full control over the service proposed to be rendered to the Ford Motor 
Company and its effect on existing service is available to the Commission by 
means of its jurisdiction over Rockland Light. Since Rockland Electric’s owner- 
ship of the service pipeline is merely incidental to Rockland Light's proposal, 
and the line will be operated by Rockland Light, jurisdiction over Rockland 
Electric does not appear to be appropriate or necessary in the public interest. 
Therefore, we tind that public interest does not require issuance of a certificate 
of public convenience and necessity in the present case to Rockland Electric. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 27, 1955, respecting the matters involved in and the issues presented by 
the application. No protest to the application has been received. 

The Commission jinds: 

(1) Rockland Light is a “natural-gas company” within the meaning of the 
Natural Gas Act. 


468917—59——_53 
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(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Cominission, are proposed to be used in the transportation of natural gas in 
interstate commerce as an integral part of Applicant’s existing pipeline system, 
and the construction and operation thereof by Applicant are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the re- 
quirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (c) (3), (¢e) (4), and (e) 
of Section 157.20 of the Commission’s Rules and Regulations (18 CFR 157.20) 
should attach to the certificate hereinafter issued, and that the time within 
which construction of facilities authorized by this order shall be completed 
and in actual operation should be fixed at six months from the date on which 
this order issues. 

(6) This proceeding is a proper one for disposition under the provisions of 
Section 1.32 (b) of the Commission’s Rules and Regulations and sufficient cause 
exists for the Commission forthwith to render its final decision in the instant 
proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Rockland Light to construct and operate the facilities 
hereinbefore described, all as more fully described in the application as supple- 
mented in this proceeding, for the transportation of naturak-gas as therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and condi- 
tions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (a), (b), (c) (1), (¢) (3), (ce) (4) and (e) of Section 157.20 of 
the Commission’s Rules and Regulations shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) The time within which the facilities herein authorized shall be constructed 
and placed in actual operation, as provided by paragraph (b) of Section 157.20 
of the Commission’s Rules and Regulations, is hereby fixed at six months from 
the date on which this order issues. 


Order amending licenses (major and transmission line) 
The Western Colorado Power Co. 
Projects Nos. 400 and 734 
June 18, 1955 


Pursuant to Commission order issued September 22, 1953, 12 F. P. ©. 1246, 
applications were filed December 21, 1954, by The Western Colorado Power 
Company, licensee for major Project No. 400 and transmission line Project 
No. 734, respectively, for amendment of the licenses for the projects, affecting 
public lands and lands of the United States within the San Juan and Grand 
Mesa-Uncompahgre National Forests. 
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The application respecting. major Project No. 400 seeks to include under the 
license for that project the new 44 kv Tacoma-Durango transmission line con- 
structed in 1954 to replace the dismantled Tacoma-Durango line which was 
formerly under the license for Project No. 734. 

The application respecting transmission line Project No. 734 seeks to exclude 
from the license: the aforementioned dismantled 44 kv Tacoma-Durango Line; 
a portion of the 17 kv (A3B4) Des Ouray Mine Tap Line extending from 
Sta. 33 + 31 to Sta. 162 + 34; and a portion of the 17 kv Lout Mine Tap Line 
extending from Sta. 0 + 00 to Sta. 55 + 70. 

According to the applications, the original Tacoma-Durango Line, built in 
1909, was to be dismantled in 1954, and dismantling of the portions of the 
Des Ouray and Lout Mine lines was to be completed in 1955 because mining 
operations at the Des Ouray and Lout Mines have been discontinued and those 
two lines have no further value. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the. National Forest lands involved, has reported that the 
Tacoma-Durango and Lout Tap power lines were removed in the 1954 field 
season, and the licensee plans to remove the poles and telephone wires which 
are still in place by August and September of 1955, and that arrangements have 
been made by the Forest Service to inspect the area upon completion of the 
removals and to then report to the Commission on the condition of the lands 
involved. 

The Secretary of the Interior was invited to report on the applications, but 
to date no comments have been received. 

The effect of the amendment of license for Project No. 400 would be to in- 
crease the annual land charges for transmission lines: only from $207.26 to 
$216.40, and the effect of the amendment of license for Project No. 734 would be 
to decrease the annual land charges for transmission lines from $467.57 to $413.28. 

The Commission /finds: 

¢¥) The licenses for Projects Nos. 400 and 734, respectively, further amended 
as hereinafter provided, will not interfere or be inconsistent with the purposes 
of any withdrawal of public lands or with the purposes for which the San Juan 
and Grand Mesa-Uncompahgre National Forests were created or acquired, and 
will not alter any of the basic facts upon which the licenses were issued. 

(2) The annual charges to be paid under the licenses as further amended for 
the purpose of recompensing the United States for the use, occupancy, and en- 
joyment of its lands are reasonable as hereinafter fixed and specified. 

(3) Supplemental Exhibit K (FPC No. 400-43) showing the relocated Tacoma- 
Durango 44 Kv line, filed as part of the application for Project No. 400, conforms 
to the Commission’s rules and regulations and should be approved as part of 
the license for that project, whereas Supplemental Exhibit K (FPC No. 734-28) 
showing the location of lines to be excluded from Project No. 734, although 
filed as part of the application for Project No. 734, need not be approved, but 
appropriate notations to that effect should be indicated on Exhibit K (FPC 
Nos. 734-20 and —22) now part of the license for Project No. 734. 

The Commission orders: 

(A) The exhibit described in finding (3) above as conforming to the Com- 
mission’s rules and regulations, is approved as part of the license for Project 
No. 400 as further amended, and Supplemental Exhibit K (FPC Nos. 734-20 and 
-22), now part of the license for Project No. 734, revised to reflect the exclusion 
from the project of the 44 kv Tacoma-Durango line, the 17 kv Lout Mine line, 
and the 17 kv Des Ouray Mine line between stations 33 + 31 and 162+ 34, is 
reapproved as part of the license for Project No. 734. 
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(B) The license for major Project No. 400 is further amended, effective as ot 
January 1, 1955, as follows: 

Paragraph I. Subparagraph (a) of Article 2 of the license is amended by 
adding to the list of exhibits described therein: 

Supplemental Exhibit K: (FPC No. 400-43) showing 44 kv Tacoma-Durango 
Transmission Line, signed December 14, 1954. 

Paragraph.II. The following part of subparagraph (b) of Article 2 of the 
license is further amended to read: 

(b) All projects works, consisting of three constructed power plants desig- 
nated as “Tacoma,” “Ames,” and “Ilium” plants, with appurtenant dams, reser- 
voirs, water conduits, and equipment; and six transmission lines as follows: 
One from Tacoma power plant to Silverton Substation; one from Ames power 
plant to station 348 + 38 (T-1 line); one between Ames and Ilium power 
plants (T-2 line) ; one from Ilium power plant to station 5 + 84 (T-3 line) ; one 
from Ames power plant to the Burro Bridge Sectionalizing station and one from 
Tacoma to Durango; the location and character of said project works being 
more fully shown and described by the exhibits hereinbefore listed, and certain 
other exhibits which are designated and described as follows: 

Paragraph III. Subparagraph (iii) of Article 20 of the license is amended 
to read: 

(iii) For the purpose of recompensing the United States for the use, oc- 
cupancy and enjoyment of its lands used for transmission line right-of-way 
only, $216.40. 

(C) The license for transmission line Project No. 734 is further amended, 
effective as of January 1, 1955, as follows: 

Paragraph I, The paragraph beginning on page 1 of the license with the 
words “NOW, THEREFORE,” is further amended: 

(a) By eliminating therefrom: Item No. 11, the “17 kv—Lout Mine Tap 
Line”; Item No. 25, the “44 kv—Tacoma-Durango Line”; 

(b) By redescribing item No. 9, to read—“A-3-B-4 17 kv—Des Ouray Mine 
Line except between stations 33 + 31 and 210 + 43.” 

Paragraph II. Subparagraph (b) of Article 12 of the license is amended to 
read : 

(b) For the purpose of recompensing the United States for the use, oc- 
cupancy, and enjoyment of its lands, $413.28. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of these amendments of licenses. In acknowledgment of the acceptance 
of these amendments of licenses, this instrument shall be signed for the licensee 
and returned to the Commission within 60 days from the date of issuance 
of this order. 


Order accepting surrender of licenses (minor part and major) 
Pacific Gas and Electric Co. 
Projects Nos. 708, 1318, and 2130 


June 13, 1955 


Pursuant to the Commission’s order issued February 21, 1955, 14 F.'P. C. 556, 
issuing a license for Project No. 2130, applications were filed on April 18, 1955, 
by Pacific Gas and Electric Company for surrender of its license for existing 
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minor-part Project No. 708, known as the Melones development, and for sur- 
render of its license for existing major Project No. 1318, known as the Spring 
Gap and Stanislaus developments, situated on the Stanislaus River and its 
Middle and South Forks in Calaveras and Tuolumne Counties, California, and 
affecting public lands and lands of the United States within the Stanislaus 
National Forest. 

Each application proposes that surrender of the licenses be made effective 
January 1, 1955, the effective date of its license for Project No. 2130, under 
which license are now included minor-part Project No. 708 and major Project 
No. 1318. Annual charges payable under the licenses for the two projects 
have been paid for the calendar year 1954. 

The Commission finds: 

In the circumstances recited herein, acceptance of surrender of the licenses 
for Projects Nos. 708 and 1318 is appropriate as hereinafter provided. 

The Commission orders; 

Surrender of the licenses for Projects Nos. 708 and 1318 is accepted, effective 
as of December 31, 1954. 


Order authorizing transmission of electric energy to Canada 
and superseding previous authorizations 


Citizens Utilities Co. 
Docket No. E-6433 
June 13, 1955 


Citizens Utilities Company (Applicant), incorporated under the laws of the 
State of Delaware, and authorized to do business as a foreign corporation in 
the States of Arizona, Colorado, Connecticut, Idaho, Maine, Vermont and Wash- 
ington, with its principal place of business in Stamford, Connecticut, filed an 
application on February 4, 1955, as amended March 381, 1955, and May 23 ,1955, 
for authorization, pursuant to Section 202 (e) of the Federal Power Act, to 
increase from 3,000 kw to 6000 kw the maximum rate for transmitting up to 
5,000,000 kwh of electric energy which the Commission heretofore authorized 
Applicant to export to Canada annually, by its order issued November 14, 1952, 
11 F. P. C. 14438, in the above-entitled matter. The Applicant does not seek 
authority to export any greater amount of electric energy than the 5,000,000 kwh 
per annum previously authorized. 

By the order Applicant was authorized to transmit to Southern Canada Power 
Company, Limited (Southern Canada), up to 5,000,000 kwh per annum at a rate 
not to exceed 3,000 kw over facilities covered by the Presidential Permit signed 
by the President of the United States on September 19, 1952, and accepted by 
the Applicant on October 29, 1952. Southern Canada, a Canadian corporation 
with its principal place of business in Montreal, Quebec, Canada, purchases the 
energy pursuant to the terms and conditions of an energy interchange agreement 
with Applicant dated May 17, 1955. A copy of that agreement was filed as an 
exhibit to the application. 

According to the application all electric energy exported to Southern Canada 
by Applicant is upon the basis of when and if available after the satisfaction of 
all of Applicant’s obligations and commitments to customers within the United 
States. 

Written notice of the application has been given to interested State officials 
and notice of the application was also published in the Federal Register on 
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February 17, 1955 (20 F. R. 1036), stating that any person desiring to be heard 
or to make any protest with reference to the application should file a petition 
or protest on or before March 1, 1955. No protest or petition or request to be 
heard in opposition to the granting of such application has been received. 

The Commission finds: 

(1) The transmission of electric energy from the United States to Canada 
as limited herein and as hereinafter authorized will not impair the sufficiency 
of electric supply within the United States and will not impede or tend to 
impede the coordination in the public interest of facilities subject to the juris- 
diction of the Commission. 

(2) It is necessary and appropriate in carrying out provisions of the Federal 
Power Act to order as hereinafter provided. 

The Commission orders: 

(A) Applicant be and it hereby is authorized to transmit electric energy from 
the United States to Canada, in accordance with the terms and conditions as 
set forth in the application, and subject to the provisions of this order. 

(B) The electric energy which Applicant is hereby authorized to transmit 
from the United States to Canada shall be in an amount not in excess of 5,000,000 
kwh per annum at a rate not to exceed 6,000 kw over the facilities specified in 
the Presidential Permit referred to above. 

(C) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential Permit referred to in paragraph (B) above. 

(D) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules and regulations or orders issued by the Commission. 

(BE) Applicant shall itself install and maintain adequate metering equipment 
to measure the flow of all energy transmitted from the United States to Canada 
pursuant to the authority herein granted as well as the flow of all energy re- 
ceived by the Applicant from Southern Canada; or shall provide through agree- 
ment for the installation and maintenance of such equipment by Southern 
Canada. Applicant shall make, keep and preserve full and complete records 
with respect to such energy flows and shall furnish in triplicate reports an- 
nually, on or before February 15, showing for each month of the preceding 
ealendar year (1) the amount of energy transmitted to Southern Canada, the 
maximum rate of such transmission and the consideration received therefor ; 
(2) the’ amount of energy received from Southern Canada, the maximum rate 
of such delivery, and the consideration paid therefor. 

(F) This authorization to transmit electric.energy from the United States to 
Canada shall not be transferable or assignable, .but shall continue in effect ‘tem- 
porarily for a reasonable time thereafter in the event of the involuntary transfer 
of facilities used thereunder by operation of law (including such transfers to 
receivers, trustees or purchasers under foreclosure or judicial sale), pending the 
making of an application for permanent authorization and decision thereon, 
provided notice is promptly given in writing to the Commission accompanied 
by a statement that the physical facts relating to sufficiency of supply, rates 
and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over the Applicant. 

(H) This authorization shall be without prejudice to any authority of this 
Commission, or any other regulatory body, with respect to rates, service, ac- 
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counts, valuation, estimates or determinations of cost, or any other matter what- 
soever now pending or which may come before this Commission or any other 
regulatory body, and nothing herein shall be construed as an acquiescence by 
this Commission in any estimate or determination of cost or valuation of 
property claimed or asserted. 

(I) This order shall supersede the authorization granted by the aforemen- 
tioned order of this Commission issued November 14, 1952, in the above-entitled 
matter. 


Order authorizing issuance of securities 
El Paso Electric Co. 
Docket No. E-6624 
June 13, 1955 


El Paso Electric Company (Applicant), incorporated under the laws of the 
State of Texas, and qualified to do business as a foreign corporation in the 
State of New Mexico, with its principal place of business in El Paso, Texas, 
filed an application on May 9, 1955, as amended May 23, 1955, for authorization, 
pursuant to Section 204 of the Federal Power Act, to issue up to a maximum 
of $3,000,000, principal amount, of promissory notes. 

The application states that the proposed notes will be made payable to various 
commercial banks to evidence loans to be secured by the Applicant. They will be 
of varying principal amounts and will mature within a period of not more than 
12 months from their respective dates of issue, unless renewed for an additional 
period of not more than 12 months; provided, however, the final maturity of any 
of the proposed notes, whether an original issue or a renewal, will not be later 
than December 31, 1956. At no one time will the outstanding aggregate prin- 
cipal amount of the notes to be issued exceed $3,000,000. 

Each of the notes proposed to be issued will bear interest at a rate per annum 
not in excess of one-quarter of one per cent above the prime rate in effect at the 
date of its original issue or renewal, as the case may be. 

The proceeds to be obtained from the proposed issuance will be used, in part, 
to discharge $700,000, principal amount, of presently outstanding promissory 
notes of the Applicant. The balance of the funds to be obtained will be used 
to reimburse Applicant for construction expenditures heretofore made and, to- 
gether with cash derived from operations, to carry forward Applicant’s current 
construction program. Applicant states that its 1955 construction program will 
require approximately $3,500,000 and its 1956 construction requirements are 
expected to exceed $4,000,000. 

No underwriter’s fee or other fee will be paid in connection with the proposed 
issuance of promissory notes. 

Written notice of the application has been given to the Public Service Com- 
mission of New Mexico and to the Railroad Commission of Texas and to the 
Governor of each of those States. Notice of the filing of the application has also 
been given by publication in the Federal Register on May 27, 1955 (20 F. R. 
3780), stating that any person desiring to be heard or to make any protest with 
reference to the application should file a petition or protest on or before June 6, 
1955, with the Federal Power Commission, Washington 25, D. C. No protest 
or petition or request to be heard in opposition to the granting of the application 
has been received. 
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The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act, subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order issued Feb- 
ruary 25, 1954, Jn the Matter of El Paso Electric Company, Docket No. E-G6542, 

(2) The proposed issuance of promissory notes in the maximum principal 
amount of $3,000,000, all as described above, will constitute an issuance of se- 
curities within the purview of Section 204 of the Act. 

(3) The proposed issuance of promissory notes, as described above, will be 
in excess of 5% of the par value of the other securities of Applicant and there- 
fore will not be exempt by virtue of Section 204 (e) from the requirements of 
Section 204 (a). 

(4) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the meaning 
of Section 204 (f) of the Act, and the proposed issuance is, therefore, not exempt 
by virtue of that section from the requirements of Section 204 of the Federal 
Power Act. 

(5) The proposed issuance of securities as hereinafter authorized will be 
for a lawful object, within the corporate purposes of Applicant and compatible 
with the public interest which is appropriate for and consistent with the proper 
performance of service by Applicant as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

(6) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The issuance of promissory notes, as proposed by the Applicant, whether 
an original issue or a renewal, in an aggregate principal amount of not to exceed 
$3,000,000 outstanding at any one time, all as described above, upon the terms 
and conditions and for the purposes specified in the application, be and the 
same hereby is authorized, subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of 
all notes to be issued pursuant thereto, being not later than December 31, 1956. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any matter whatso- 
ever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
Inission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or 


obligation on the part of the United States in respect to any securities to which 
this order relates. 


Commissioner Stueck not participating. 


Declaration of exemption 


New York and Richmond Gas Co. 
Docket No. G-8787 
June 18, 1955 


New York and Richmond Gas Company (Applicant) filed an application on 
April 25, 1955, for exemption from the provisions of the Natural Gas Act, 
pursuant to Section 1 (c) thereof. 
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Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is a New York corporation, engaged in the transportation, 
distribution, and sale of natural gas in the State of New York. 

(2) Applicant purchases interstate natural gas from Texas Eastern Trans- 
mission Corporation and Transcontinental Gas Pipe Line Corporation at points 
within the State of New York. 

(3) All natural gas received by Applicant is ultimately consumed within the 
State of New York, and all of its facilities are located within the said State. 

(4) The Public Service Commission of the State of New York has certified 
to the Federal Power Commission that it has and is exercising regulatory 
jurisdiction over the rates, service, and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

New York and Richmond Gas Company is exempt from the provisions of the 
Natural Gas Act, and the orders, rules, and regulations of this Commission 
issued pursuant thereto. 


Order issuing license (major) 
Warrior River Electric Co-operative Association 


Project No. 2102 


June 16, 1955 


Application was filed July 1, 1954, and later supplemented, by Warrior River 


Electric Co-operative Association, of Oneonta, Alabama, for a license. under the 
Federal Power Act (hereinafter referred to as the Act) for proposed major 
Project No. 2102, to be located on Locust Fork of Black Warrior River in 
Blount County, Alabama, and affecting navigable waters of the United States. 

The proposed project consists of: 

(a) All lands constituting the project area and enclosed by the project bound- 
ary or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands or 
interest therein are owned or held by the applicant or by the United States; 
the general location of such project area being shown and described by a 
certain exhibit which formed part of the application for license and which is 
designated and described as follows: 

Evhibit J: Sheet 1 (FPC No. 2102-5) General map of project area. 

(b) Principal structures, consisting of two developments—known as the Upper 
Development and the Lower Development—and comprising: (1) the Upper De- 
velopment, consisting of a rip-rap covered earth fill dam 1,350 feet long across 
Locust Fork in Sec. 28, T. 11 S., R. 1 E., Huntsville meridian, with elevation 
at top of dam 775 feet m. s. 1; detached concrete saddle spillway with crest 
elevation 760 feet m. s. 1. and 715 feet long; 4 earth saddle dikes; power pool 
reservoir between elevations 700 and 760 feet creating 392,620 acre-feet of power 
storage; a powerhouse at toe of dam containing two Francis type turbines with 
average operating head of 133.6 feet connected to two 5,000 KW generators, with 
provision for the future installation of an additional 10,000 KW; together with 
transformers, switchgear and all other necessary control and transmitting equip- 
ment; and (2) the Lower Development, consisting of a rip-rap covered earth 
fill dam 1,650 feet long across Locust Fork in Sec. 18, T. 13 S., R. 1 W., Huntsville 
meridian, with elevation at top of dam 516 feet m. s. 1.; detached concrete spill- 
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way with crest elevation at 500 feet m. s. 1. and 1120 feet long; a dike about 
700 feet long; power pool reservoir between elevations 445 and 550 feet m.s.l. 
with 371,555 acre-feet of usable storage; a tunnel about 1,000 feet long; two 
Francis type turbines with average operating head of 150.4 feet connected to 
two 12,000 KW generators; with provision for future installation of an addi- 
tional 20,000 KW; together with transformers, switchgear and all other neces- 
sary control and transmitting equipment; the location, nature, and character 
of which are more specifically shown and described by the exhibit hereinbefore 
cited and by certain other exhibits which are to be filed. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with the 
project or any part thereof, whether located on or off the project area, if and 
to the extent that the inclusion of such property as part of the project is ap- 
proved as acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance or 
operation of the project. 

The Secretary of the Army and the Chief of Engineers have approved the 
plans of the project structures insofar as the interests of navigation are con- 
cerned and have suggested the incorporation in the license of provisions in the 
interests of navigation and flood control substantially as hereinafter provided. 

An Assistant Secretary of the Interior, acting for the Seeretary of the 
Interior, has reported favorably on the application and has recommended the 
inclusion in the license of stipulations in the interest of fish and wildlife re- 
sources and recreation substantially as hereinafter provided. 

The Governor, Public Service Commission, and Division of Game, Fish and 
Seafoods, Department of Conservation, of the State of Alabama were notified 
of the filing of the application. 

A conditional informal protest against the issuance of a license for the project 
was received from the Board of Revenue of Blount County in which it stated 
that it wished to protest the issuance of a license for the project only if the 
project is not financially feasible and sound. 

The Commission by order issued December 31, 1952, 11 F. P. C. 693, affirmed 
the Presiding Examiner’s November 18, 1952 decision issuing a preliminary 
permit for proposed Project No. 2102 in which he found that the proposed project 
was subject to the licensing authority of the Commission. 

The existing project for the improvement of the waterway known as the 
Black Warrior, Warrior, and Tombigbee Rivers, which includes Locust Fork, and 
was authorized by Acts of Congress as early as July 5, 1884, and as recent as 
March 2, 1945, provides, among other things, for a system of navigation dams 
with locks, and for such dredging and clearing of channels by snagging as may 
be necessary to secure an all-year channel 9 feet deep and 200 feet wide, where 
practicable, from Mobile, Alabama, to mile 420.6 on the Locust Fork, which is 
about 55 miles downstream from proposed Project No. 2102. (House Document 
No. 382, 77th Congress, Ist Session; Annual Report of the Chief of Engineers, 
U. S. Army, 1953, Part 1, Volume 1, at pages 636-637.) 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
Alabama and has submitted satisfactory evidence of compliance with the re- 
quirements of all applicable State laws insofar as necessary to effect the pur- 
poses of a license for the project. 

(2) No conflicting application is before the Commission. Public notice has 
been given as required by the Act. 
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(3) The project does not affect any Government dam, nor will the issuance of 
a license therefor as hereinafter provided affect the development of any water 
resources for public purposes which should be undertaken by the United States. 

(4) The waterway known as the Black Warrior, Warrior, and Tombigbee 
Rivers is a navigable waterway of the United States from Mobile, Alabama, at 
least: to-mile. 420.6 on the Locust. Fork. 

(5y The construction and. operation of the project will affect the navigable 
capacity of the Lecust Fork and the Black Warrior River and thus affect the 
interests of interstate or foreign commerce. 

(6) The project is best adapted to a comprehensive plan for improving and 
developing Locust Fork of Black Warrior River for the use and benefit of inter- 
state or foreign commerce, for the improvement and utilization of water-power 
development, and for other beneficial public uses, including recreational purposes. 

(7) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative 
annual charge is 43,300 horsepower, and the energy generated thereby will be 
used to serve industrial developments contemplated for the area, municipalities, 
and rural electric cooperatives. 

(8) In accordance with Section 10 (d) of the Act, the rate of return upon the 
net investment in the project, and the proportion of surplus earnings to be paid 
into and ‘heli in amortization reserves, are reasonable as hereinafter specified. 

(9) The exhibit designated and described in paragraph (a) above conforms 
to the Commission’s rules and regulations and should be approved as part of the 
license for the project. 

(10) The licensee shall submit Exhibits F, K, L, and M in accordance with 
the Commission’s rules and regulations as hereinafter provided. 

(11) It is desirable to reserve for determination at a later date what trans- 
mission facilities, if any, are a part of the project and shall be included in the 
license. 

The Commission orders: 

(A) This license is issued to Warrior River Electric Co-operative Association 
umder Section. 4 (e): of the Act for a period: 50 years, effective as of June 1, 1955, 
for the construction, aperation, and maintenance of Project. No. 2102, affecting 
navigable waters of the United States; subject to tlie terms and conditions of the 
Act which is incorporated by reference as a part of this license, and subject to 
such rules and regulations as the Commission has issued or prescribed under the 
provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-4, December 15, 1953, entitled “Terms and Conditions of License for 
Unconstructed Major Project Affecting Navigable Waters of the United States,” 
16 F. P. C. 1284, which terms and conditions are attached hereto and made a 
part hereof; and subject to the following special conditions set forth herein as 
additional articles: 

Article 19. The Licensee shall cooperate with the State of Alabama Depart- 
ment of Conservation and the United States Fish and Wildlife Service in order 
that adequate provisions may be made for the protection and enhancement of 
fish and wildlife resources. 

Article 20. The Licensee shall construct, maintain, and operate such devices, 
and comply with such reasonable modifications of project structures and opera- 
tion of the project in the interest of fish and wildlife resources as may be pre- 
scribed hereafter by the Commission upon the recommendations of the Secretary 
of the Interior. 

Articte 21. The Licensee shall plan and build the Lower Development with 
suitable provisions so that reservoir storage space of 233,000 acre-feet capacity 





804 FEDERAL POWER COMMISSION 


for flood control may be added, if authorized by Congress, by future installa- 
tion of spillway gates, raising of the dam, and otherwise modifying the develop- 
ment as then required. The dam shall be planned and constructed to such 
dimensions and cross section that no portion below the crest of the dam as 
built by the Licensee will require enlargements for reasons of stability and 
safety when and if the dam as now proposed is raised later to a crest elevation 
of approximately 528 feet m. s. 1. with a design water surface elevation of about 
522 feet m. s. 1. The Licensee shall acquire initially by flowage easement or 
by fee title the right to flood all land above the dam to an elevation of 516 feet 
m. s. l. Structures of a permanent nature that will be damaged by flooding 
shall not enroach below that level. 

Article 22. The Licensee shall operate the project so that peak flows com- 
parable to those of record shall not be increased over that expected under natural 
conditions. 

Article 28. The Licensee shall file for approval in accordance with the Com- 
mission’s rules and regulations Exhibit F, detail statement of project lands; 
Exhibit K, detail maps of the project area; and Exhibit M, general descriptions 
and general specifications of mechanical and electrical equipment, within ‘one 
year of the date of issuance of this license. 

Article 24. The Licensee shall submit in accordance with the Commission’s 
rules and regulations Exhibit L drawings showing final design of the project 
structures, and Licensee shall not begin construction of the structures until the 
Commission approves the exhibit. 

Article 25. The Licensee shall commence construction of the project works 
within one year from the date of issuance of this license; shall thereafter in 
good faith and with due diligence prosecute such construction ; and shall complete 
the project and place it in operation within three years from the date of issuance 
of this license. : 

Article 26. The Licensee shall prior to impounding water clear up all lands 
in the bottoms and margins of the Upper Reservoir between elevation 765 feet 
and a plane at elevation 695 feet above mean séa level, and shall cut all trees 
and brush within the area below the 695-foot elevation so that no brush or trees 
will protrude above said elevation. The Licensee shall prior to impounding 
water clear all lands in the bottoms and margins of the Lower Reservoir between 
elevation 505 feet and a plane at elevation 440 feet-above mean sea ‘level, and 
shall cut all trees and brush within the area below the 440-foot elevation so that 
no brush or trees will protrude above said elevation. The Licensee shall dispose 
of all temporary structures, unused timber, slash, refuse, or inflammable material 
resulting from the clearing of the lands or from the construction of the project 
works. In addition, all trees above the high-water line of the reservoir which 
may die from operation of the reservoir shall be removed. The clearing of the 
lands and the disposal of the material shall be done with due diligence and 
to the satisfaction of the authorized representative of the Commission. 

Article 27. The Licensee shall take such measures for control of malarial 
mosquitoes as may be prescribed by the Commission upon recommendation of 
the United States and State of Alabama Public Health Services. 

Article 28. The Commission reserves the right to determine at a later date 
what transmission facilities are a part of the project and are to be included in 
the license for the project. 

Article 29. At such time as the Commission may direct and to the extent 
that it is economically sound and in the public interest to do so, after notice and 
opportunity for hearing, the Licensee shall complete the project to its ultimate 
power development. 








ORDERS ‘805 




























Article 30. The-Licensee shall pay to the United States the following annual 
charges: ‘ 

For the purpose of reimbursing the United States for the costs of administra- 
tion of Part I of the Act, one (1) cent per horsepower on the authorized installed 
eapacity (43,300 horsepower), plus two and one-half (2%4) cents per 1,000 
kilowatt-hours of gross energy generated by the project during the calendar year 
for which the charge is made. 

(C) The exhibit designated and described in paragraph (a) above is approved 
as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
for the Licensee and returned to the Commission within 60 days from the date of 
issuance of this order. 

Commissioners Draper and Smith not participating. 


Order denying petition for rehearing 


State Corporation Commission of Virginia, Public Service Commission of 
Maryland, Public Service Commission of West Virginia, and 
Public Utilities Commission of the District of Columbia 


Docket No. G—8558 


June 16, 1955 





























On May 20, 1955, petitioners, State Corporation Commission of Virginia, 
Public Service Commission of Maryland, Public Service Commission of West 
Virginia, and Public Utilities Commission of the District of Columbia, filed a 
petition (properly, application) for rehearing under Section 19 of the Natural 
Gas Act, respecting the Commission’s order issued April 21, 1955, by: which the 
Commission denied the joint petition of said petitioners filed March 4, 1955, 
requesting the suspension of certain rate schedules of independent producers, 
which rate schedules had theretofore been filed and become effective pursuant 
to the provisions of Section 4 (a) of the Natural Gas Act. 

The facts underlying the petition for rehearing can be briefly stated. Around 
October. 1, 1954, pursuant to the provisions of Section 4 of the Natural Gas Act, 
some 125 rate schedules setting forth proposed increased rates for sales to Ten- 
nessee Gas Transmission Company were filed by independent producers of nat- 
ural gas. Under the provisions of Section 4 (e) of the Act, the Commission had 
discretionary authority to suspend the proposed increases in rates, or to permit 
them to take effect without suspension. Nothing in the law or precedent of the 
Commission requires or implies the suspension of every rate change filed. In 
the exercise of its discretion, the Commission permitted the proposed increased 
rates of the gas producers to become effective November 1, 1954, or shortly 
thereafter, pursuant to the provisions of Section 4 (d) of the Act. It was not 
until March 4, 1955 (four months after the changes took effect and public notice 
had been given), that these petitioners filed a “Petition to Prohibit Charging 
Increased Rates, For Suspension of Operation of New Schedules, and for Hear- 
ings Thereon.”! By this petition, the Commission was requested to enter orders 
declaring that the increased rates of the producers were not lawfully effective 


1 Hereinafter referred to as “Petition to Prohibit Charging Increased Rates.” 
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and prohibiting the charging and collecting of such rates; or, alternatively, 
that the Commission rescind its action by suspending such rates, and for certain 
other relief. By order issued April 21, 1955, the Commission denied that :peti- 
tion, whereupon, on May 20, 1955, petitioners filed their petition for rehearing. 

The petition for rehearing -misinterprets .our order issued April .21, 1955, and 
seeks to confuse the basic considerations which lead to our denial of petitioners’ 
“Petition to Prohibit Charging Increased Rates.” Although petitioners advance 
the same facts and urge the same objections which we have heretofore con- 
sidered, in order that there may be no misunderstanding or the possibility of 
further misinterpretation, we will recite here at somewhat greater length peti- 
tioners’ claims, and the considerations which to us compel the conclusion that, 
under the law, those claims must be denied. 

Basic to petitioners’ position is their factual argument that the action by the 
Commission in permitting the producer rates to become effective on Novem- 
ber 1 constituted an abuse of the discretion entrusted to it by the provisions of 
Section 4 (e) of the Act, which permits the Commission to suspend the operation 
of rate schedules. Petitioners’ principal legal argument is that they were not 
given the thirty day notice of the filing of the producers’ proposed increased 
rates contemplated by the Natural Gas Act. They claim that as a result they 
were deprived of a statutory right under Section 4 (e) to file a complaint against 
the proposed increase, and to request a hearing concerning the lawfulness of 
such rates. Additionally, they contend that the Commission has the power 
under the Act to suspend the rate increases in question even after it had per- 
mitted them to go into effect, arguing that by reason of petitioners’ failure to 
receive notice, the increased rates had not become legally effective. 

Respecting -petitioners’ ‘factual argument, Section 4 (e) of the Act provides 
that the Commission “may suspend the operation” of schedules of rate increases 
and defer the use of the increased rates for not over .five months. The exercise 
of the authority thus conferred upon the Commission is clearly discretionary. 
Courts have uniformly held that a determination by an administrative agency 
on matters committed to its discretion is entitled to dominant consideration. 
F. P. C. v. Hope Natural Gas Co., 320 U. S. 591, 617, 618; A. T. & T. Co. v. United 
States, 299 U. S. 232, 236-237; Rochester Tel. Corp. v. United States, 307 U. S. 
125, 133-134, 145-146; 8. EH. C. v. Chenery Corp., 332 U. S. 194, 208; Schreiber 
v. United States, 129 F. 2d 836, 839. Indeed, it has been held that matters con- 
fined by statute to administrative discretion will not be reviewed even on error, 
in the absence of gross abuse. Board of Tax Appeals v. United States eg rel. 
Shulis Bread Co., 37 F. 2d 442, 443; State of Iowa v. F. P. C., 178 F. 2d 421, 
428, C. A. 8, 1949, cert. den., 339 U. S. 979. Moreover, the burden rests upon 
petitioners to show wherein there has been such an abuse of discretion, although, 
needless to say, we can and will act on our own motion within the framework 
of the Natural Gas Act to correct any mistaken exercise of discretion apparent 
to us. As the Supreme Court said in the Hope case, op. cit., p. 602, “* * * the 
Commission’s order does not become suspect by reason of the fact that it is 
challenged. It is the product of expert judgment which carries a presumption 
of validity.” 

Petitioners have called to our attention no material facts, and we know of 
none, which lead us to conclude that permitting the rates here in question to 
go into effect was not within the discretionary authority conferred on us by 
the Natural Gas Act, or was not a proper exercise of that discretion. The.Com- 
mission, in permitting the rates in question to become effective, acted in the 
exercise of its best judgment in carrying out the provisions of the Natural Gas 
Act. Although required by the pressure of work to act with considerable dis- 
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patch, it gave the fullest consideration possible to such diverse factors as the 
data filed in support of the proposed increases, the probable impact on the 
consumer of such increases, the probable effect on the producers of the suspension 
of such increases, the volume of proceedings pending before the Commission, 
as well as such other relevant factors as were present in the circumstances. 
The Act, judicial decisions, and the Commission’s own conception of its duties 
under the Act, cannot and do not ask for anything more. 

Petitioners’ legal arguments similarly lack merit. Their principal complaint 
is that they “were not given the thirty-day notice period of the filing of the 
independent producers’ proposed increased rates, as contemplated by the Natural 
Gas Act.” However, they apparently do not directly charge that the Commission 
is required by the Act to give them notice of such filings. This reticence is 
understandable in light of the provisions of that section. It provides in toto that: 

Unless the Commission otherwise orders, no change shall be made by any 
natural-gas company in any such rate, charge, classification, or service, or 
in any such rule, regulations, or contract relating thereto except after thirty 
days’ notice to the Commission and to the public. Such notice shall be given 
by filing with the Commission and keeping open for public inspection new 
schedules stating plainly the change or changes to be made in the schedule 
or schedules then in force and the time when the change or changes will go 
into effect. The Commission, for good cause shown, may allow changes to 
take effect without requiring the thirty days’ notice herein provided for 
by an order specifying the changes so to be made and the time when they 
shall take effect and the manner in which they shall be filed and published. 

The italicized language makes clear beyond any reasonable doubt that it is 
the “natural-gas company,” the independent producer, which must give the 
“thirty days’ notice” not only “to the Commission,” but “to the public” also; 
and that such notice shall be given not by the Commission, but by the in- 
dependent producer natural-gas company, by the latter’s “filing with the Com- 
mission” and “keeping‘épen for public inspection” the new schedules. Moreover, 
this section does not merely “contemplate” notice, as petitioners assert. It 
requires it. It requires it of the natural-gas company, however, not of the 
Commission. 

The strained construction which petitioners give this section, and the false 
emphasis which they place on its reasonable but definitely circumscribed notice 
requirements, is further evidenced by the last sentence of the section. It author- 
izes the Commission to allow changes to take effect “without requiring” the 
‘thirty days’ notice. When the Commission acts under this provision, it has 
notice. The importance of the provision is that the Commission may act without 
any notice to the public if circumstances so warrant. In the event the Com- 
mission waives such notice requirements, petitioners’ asserted statutory “right” 
under Section 4 (e) to file a complaint against any increase in rates must yield. 
These considerations of themselves lead us to conclude that petitioners have 
mistaken their remedies. Petitioners confuse these limited and transitory rights 
under Section 4 (e), to be heard in opposition to proposed increases, with their 
fixed and substantial right under Section 5 (a). 


2 We might say parenthetically, however, that there is some doubt as to whether the 
March 4th filing should have been received at all, for the Natural Gas Act does not 
authorize the relief sought and the filing.was not made until long after the statutory 
period during which the increased rates could have been suspended. In fact, it was 
only the public relationship of the petitioners as regulatory agencies that led the Com- 
mission to be lenient in allowing the filing so that a full examination could be made of 
the contentions which they advance. That we find those contentions without merit is 
not due to any fault of the petitioners but to the cold facts with which both the petitioners 
and the Commission are faced. 
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Additionally, Section 4 (e) of the Act requires that “* * * every natural-gas 
company * * * shall keep open in convenient form and place for public inspection, 
schedules showing all rates and charges for any transportation or sale subject to 
the jurisdiction of the Commission. * * *” In the light of this additional ex- 
plicit provision, it seems unnecessary to further labor the point that the statutory 
obligation-.to. keep: schedules open. fer. public inspection is on»the natural-gas 
company, not the Commission. 

Under the provisions of the Natural Gas Act the Commission must exercise 
the discretionary authority conferred upon it by Section 4 (e) within the time 
provided by the Act. When that time has expired, and the proposed rates have 
not been suspended, they become effective. And when a filed rate becomes 
effective, that rate cannot thereafter be suspended or the reasonableness or 
propriety of that rate challenged except in the manner provided by Section 5 
of the Act. We cannot construe the “Petition to Prohibit Charging Increased 
Rates” as a complaint under Section 5 of the Act, and obviously it was not so 
intended. 

Under the scheme of regulation provided for in the Natural Gas Act, non- 
suspension of proposed rate increases does not constitute approval, but merely 
indicates that the facts submitted do not warrant the exercise of the discretionary 
authority of suspension. Correspondingly, the fact that a rate increase is sus- 
pended does not mean that it is disapproved. All or some part of it may 
subsequently be allowed if, upon further investigation, the Commission is 
convinced that the facts so warrant. However, when a natural-gas company’s 
proposed increased rates are permitted to become effective, those rates become 
fixed and certain. Under Section 5 (a), changes in such rates can be effected 
by Commission order only after hearing and upon appropriate findings based 
on evidence of record at the public hearing. The Natural Gas Act provides 
this scheme of regulation which must be followed even though some might 
advocate some other method of regulation which to them may appear preferable. 

We believe the considerations which we have related are dispositive of 
petitioners’ claims. We deem it appropriate, however, to touch briefly upon 
one or two other circumstances which have bearing here. It is by now clear 
that the decision of Phillips Petroleum Co. v. Wisconsin, 347 U. S. 672, in which 
the Supreme Court held that the Commission has jurisdiction over independent 
producers who transport or sell natural gas in interstate commerce, has had 
a serious and heavy impact upon the Commission in increasing its functions 
under the Act. For example, during October, 1954, when the producers filed 
the rates here in issue, the Commission received some 2,100 rate filings.* The 
difficulties of which petitioners complain are the unavoidable incidents of this 
extension of Federal regulation into a hitherto unregulated sector of the natural 
gas industry. They are not of the Commission’s making. Mindful, however, 
that the primary purpose of the Natural Gas Act is the protection of the ultimate 
consumer, we have in the past and will continue in the future to proceed with 
all possible vigor and dispatch to resolve the novel and perplexing problems which 


8 Notwithstanding the heavy workload, the Commission’s success in coping with this 
situation can be judged by the fact that during the same month the Commission's staff 
reported to it some 1,200 filings. At the peak activity period in January 1955, 9,702 
independent producer rate filings had been received and 6,747 had been processed, leaving 
a backlog of 2,955 (cumulative figures). By establishing a screening procedure, and by 
assigning personnel frum other divisions of the Commission to the Rate Division, all pro- 
posed rate changes, with the exception of tax increases and a few isolated cases, were 
reported to the Commission within the thirty-day notice period and were timely acted 
upon by the Commission. 
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have arisen and will undoubtedly continue to arise in applying the Act to in- 
dependent producers. 

In this connection, we wish to point dut that within a matter of weeks after 
the Phillips decision we issued, on July 16, 1954, Order No. 174, promulgating 
simplified and appropriate rules and regulations governing the filing of rate 
schedules and applications of certificates of public convenience and necessity by 
independent producers. Under that order, independent producers were re- 
quired to file rate schedules setting forth rates and charges for interstate trans- 
portation or sale of natural gas effective on June 7, 1954, the date of the Phillips 
decision, which thus became the cut-off date as to unsupervised rate increases of 
independent producers.* Thereafter, as time and experience gave evidence of 
the need, that order was superseded by Order No. 174—A, issued August 6, 1954, 
which was in turn amended by Order No. 174—B, issued December 17, 1954. 

Likewise, the Commission has addressed itself to the question of determining 
principles and methods to be applied in fixing rates to be charged by independent 
producers. On November 17, 1954, we gave notice of proposed rule making in 
Docket No. R-142, and invited the submission of suggestions by interested parties 
as to the principles and methods to be applied in fixing the rates of independent 
producers. Several dozen filings were received, and oral argument thereon was 
had, commencing January 11, 1955, and totaling three days’ time. Counsel for 
petitioners participated in this proceeding. 

Also, on June 1, 1955, the Commission gave notice of proposed rule making 
in Docket No. R-145, in which it is proposed to further simplify and clarify 
existing regulations relating to rate filings and certificate applications, The 
proposed changes also relate to the notice requirements associated with the filing 
of rate schedules, and would go far toward insuring that the notice required 
of natural-gas companies by the Act is effectively given. As these instances 
show, the Commission is moving steadily toward the solution of many of the 
problems which must be resolved in order to guarantee protection of the interests 
of the consumer, the pipeline and distributing companies, and the general public, 
committed to the Commission’s keeping. No more can reasonably be expected. 

The Commission further finds: 

No new facts have been presented or alleged and no new principles of law 
have been set forth which either were not fully considered by the Commission 
before it adopted its order issued April 21, 1955, herein, or having now been 
considered, warrant rehearing or modification. 

The Commission orders: 

The applications filed herein pursuant to the provisions of Section 19 of the 
Natural Gas Act for a rehearing of the Commission’s order issued April 21, 1955, 
by the State Corporation Commission of Virginia, the Public Service Commission 
of Maryland, the Public Service Commission of West Virginia, and the Public 
Utilities Commission of the District of Columbia be and they hereby are denied. 

Commissioners Draper and Smith not participating. 


4 We stated in that order that: 

Those producers and gatherers which come within the class found by the United 
States Supreme Court in the Phillips case to be subject to the Commission's jurisdic- 
tion should be afforded a reasonable opportunity to comply with the requirements of 
the Act to the end that the regulatory objectives of Congress may be achieved within 
the shortest feasible time. Also, jn the interest of consumers, natural-gas companies, 
and the public generally, practical considerations require us to deal with current 
problems which confront us as a consequence of the Court’s decision and a reasonable 
cut-off date should be fixed in order to avoid confusion in attempting to readjust 
past transactions. 


468917—59—_54 
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Declaration of exemption 
Missouri Utilities Co. 
Doeket ‘No. G=+8849 
June 16, 1955 


Missouri Utilities Company (Applicant) filed an application on May 3, 1955, 
for exemption from the provisions of the Natural Gas Act, pursuant to Sec- 
tion 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission it appears that: 

(1) Applicant is a Missouri corporation, engaged, inter alia, in the transporta- 
tion, distribution, and sale of natural gas in the State of Missouri. 

(2) Applicant purchases interstate natural gas from Texas Eastern Trans- 
mission Corporation’and Panhandie Eastern Pipe Line Company at points within 
the State of Missouri. 

(3) All natural gas received by Applicant is ultimately consumed within the 
State of Missouri, and all of its facilities are located within the said State. 

(4) The Public Service Commission of the State of Missouri has certified to 
the Federal Power Commission that it has and is exercising regulatory juris- 
diction over the rates, service, and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Missouri Utilities Company is exempt from the provisions of the Natural Gas 
Act, and the orders, rules, and regulations of this Commission issued pursuant 
thereto. 

Commissioners Draper and Smith not participating. 


Order amending certificates of public convenience and necessity 


Tennessee Gas Transmission Co.; Transcontinental Gas Pipe Line Corp. 


Docket Nos. G—2331, G—2367 
June 17, 1955 


On May 12, 1955, Transcontinental Gas Pipe Line Corporation (Transcon- 
tinental) and Tennessee Gas Transmission Company (Tennessee) ‘filed a joint 
petition to amend the certificates of public convenience and necessity issued 
in the above docketed proceedings. In Opinion No. 279 and accompanying order 
of December 28, 1954, 13 F. P. C. ——, Transcontinental was authorized to con- 
struct and operate a sales metering station in the vicinity of Ramsey, New 
Jersey, at the point of connection between Tennessee’s Hebron-Greenwich line 
and the Tennessee-Transcontinental interconnection. Petitioners state that the 
meter station will be used primarily to measure deliveries by Tennessee to Public 
Service Electric and Gas Company of New Jersey, and that it is more con- 
venient and economical for the station to be constructed and operated by Ten- 
nessee. No objection to the proposed amendment to the certificates has been 
filed with the Commission. 

The Commission finds: 

It is reasonable and good cause exists to amend the certificates of public con- 
venience and neeessity heretofore issued and to authorize Tennessee to construct 
and operate the Ramsey Meter Station. 
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The Commission orders: 

The certificate heretofore issued in Docket No. G—-2331 is hereby amended to 
inchite -authorization to construct and operate the Ramsey Meter Station, as 
described in the record in these proceedings, and the certificate heretofore issued 
in Docket No. G-—2367 is hereby amended to exclude authorization to construct 
said station. 

Commissioners Draper and Smith not participating. 


Findings and order issuing certificates of public convenience and necessity* 
Texas Illinois Natural Gas Pipeline Co., et al. 
Docket No. G-3214, et al. 


June 17, 1955 


7 * 7 i . 7. ~ 

Texas Illinois, a Delaware corporation with its principal place of business in 
Chicago, Illinois, filed, on September 27, 1954, as supplemented October 25, 1954, 
an application interdependent with that of Applicants in Docket No. G—2557 
for a certificate of public convenience and necessity pursuant to Section 7 (c) 
of the Natural Gas Act, authorizing construction and operation of a tap con- 
nection and metering facilities on its pipeline facilities in Jim Wells County, 
Texas, for the receipt of natural gas from Orange Grove, as set forth above. 

Applicants were issued temporary authorization on August 25, 1954, to perform 
the acts or operations described herein. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 2 and 7, 1955, respecting-the matters involved in and the issues -presented 
by the applications. No petition to intervene or protest to the granting of either 
of the applications has been received. 

The Commission finds: 

= 7 o > * + 7 

(5) Texas Illinois, a Delaware corporation having its principal place of busi- 
ness in Chicago, Illinois, owns and operates, among other facilities, a natural-gas 
transmission system located in the states of Texas, Arkansas, Missouri, and 
Illinois, and by such operations is engaged in the transportation and sale of 
natural gas in interstate commerce for ultimate public consumption, and is, 
therefore, a “natural-gas company” within the meaning of the Natural Gas Act, 
as heretofore found by the Commission. 

(6) The facilities hereinbefore described, as more fully described in the ap- 
plication in Docket No. G-3214, are proposed to be used in the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and the construction and operation thereof by Texas Illinois 
is subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(7) Texas Illinois is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(8) The proposed construction and operation of facilities by Texas Lllinois 
is required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 


* Omitted pcrtions of this order relate to the issuance of independent producer cer- 
tificates. 
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(9) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

(10) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (ce), (d),; (c) (3) and (3) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 157.20) 
should attach to the certificate hereinafter issued Texas Illinois, and to the 
exercise of the rights granted thereunder, and that the time within which con- 
struction of the facilities authorized Texas Illinois by this order shall be com- 
pleted and in actual uperation should be fixed at 2 months from the date on 
which this order issues. 

The Commission orders: 

+ 7 - 7” * * . 

(E) A certificate of public convenience and necessity be and is hereby issued 
authorizing Texas Illinois to construct and operate the facilities hereinbefore 
described, all as more fully described in its application in this proceeding and 
the exhibits appended thereto, for the transportation and sale of natural gas 
as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(F) The certificate issued Texas Illinois shall be accepted in writing, and 
under oath, by a responsible official of Texas Illinois and the general terms and 
conditions set forth in paragraphs (a), (b), (c), (d), (c) (3) and (e) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure shall attach 
to the issuance of the certificate granted in paragraph (E) hereof, and to the 
exercise of the rights granted thereunder. 

(G) The time within which the facilities hereby authorized Texas Illinois 
shall be constructed and placed in actual operation as provided by paragraph (b) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure is hereby 
fixed at 2 months from the date on which this order issues. 

* - * * 2 * 7 

Commissioners Draper and Smith not participating. 


Findings and order issuing certificate of public convenience and necessity* 
Kentucky West Virginia Gas Co., et al. 
Docket No. G—8433, et al. 
June 17, 1955 


There have been filed with the Federal Power Commission applications as 
indicated below: 


Applicant Address 


Kentucky West Virginia Gas | Ashland, Kentucky 2/2/55, and supplemented 
Company. 3/23/55. 


* Omitted portions of this order relate to the issuance of independent producer cer- 
tificates. 
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each for a certificate of public convenience and necessity, pursuant to Section 7 
of the Natural Gas Act, authorizing the respective Applicants to construct and 
operate facilities and render service as hereinafter described, subject to the 
jurisdiction of the Commission, all as more fully represented in the respective 
applications, which are on file with the Commission and open to public inspection. 


s * . 7 + * 2 

Kentucky West Virginia requests authority to construct and operate 32 miles 
of 12-inch transmission line extending from the proposed Clinchfield 12-inch 
line at the Virginia-Kentucky line to a connection with its existing system near 
Maytown, Kentucky. In addition, Kentucky West Virginia proposes to build 
4 miles of 12-inch line connecting its existing Shelby Creek producing properties 
in Kentucky to the proposed new 12-inch line in order to provide a new outlet 
for its Shelby Creek gas and increase the deliverability therefrom. 

Kentucky West Virginia will use the gas purchased from Clinchfield, and the 
facilities proposed herein, principally for replacing the shrinkage in volume of 
gas resulting from the operation of a proposed new hydrocarbon extraction plant 
to be built and operated by a new subsidiary of Kentucky West Virginia, called 
the Kentucky Hydrocarbon Company (Hydrocarbon). The extracted liquid 
hydrocarbons will be sold by Hydrocarbon to Union Carbide and Carbon Com- 
pany at Institute, West Virginia, for use in the manufacture of chemical products 
useful to the national defense. 

The estimated capital cost of the facilities proposed by Kentucky West Vir- 
ginia is $1,455,000, to be financed by its issuance of not in excess of 1,500,000 
of promissory notes to the Mellon National Bank and Trust Company at 3%%. 

Applicants have requested ‘that their respective applications be heard under 
the shortened procedure provided by Section 1.32 (b)- of the Commission's Rules 
of Practice and Procedure (18 CFR 1.32 (b)). As a part of their presentation, 
the company has expressed its willingness in any proceeding involving the cost 
allocable to the service rendered to the Hydrocarbon plant with respect to hydro- 
earbon extraction that the computation shall be-on a Btu basis unless some other 
method is demonstrated to be more appropriate. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 9 and 10, 1955, respecting the matters involved and the issues presented 
by the applications. No protests to the granting of the applications has been 
received. 

The Commission finds: 

- = 7 s a. 7. © 

(4) Kentucky West Virginia Gas Company, a West Virginia corporation, 
having its principal place of business at Ashland, Kentucky, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of January 4, 1944, in Docket No. G-272, 4 F. P. C. 
476. 

(5) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transportation and sale for resale of 
natural gas in interstate commerce as an integral part of Kentucky West Vir- 
ginia’s existing pipeline system, and the construction and operation thereof by 
Kentucky West Virginia are subject to the requirements of subsections (c) and 
(e) of Section 7 of the Natural Gas Act. 

(6) The construction and operation of the facilities as proposed by Kentucky 
West Virginia are required by the public convenience and necessity, and a 
certificate therefor should be issued. 
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(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (ili), (3) (iv), and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificates hereinafter issued, and that the time 
within which construction of facilities authorized by this order shall be com- 
pleted and in actual operation should be fixed at 6 months from the date on which 
this order issues. 

(8) Clinchfield and Kentucky West Virginia are able and willing praperly 
to do the acts and to perform the service proposed and to conform to the 
provisions of the Natural Gas Act, and the requirements, rules, and regulations 
of the Commission thereunder. 

(9) This proceeding is a proper one for disposition under the provisions of 
Section 1.32 (b) of the Commission’s Rules of Practice and Procedure, and 
sufficient cause exists for the Commission forthwith to render its final decision 
in the instant proceeding. 

The Commission orders: 

* * * s * * o 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Kentucky West Virginia Gas Company to construct and 
operate the facilities hereinbefore described, all as more fully described in its 
application in this proceeding, for the transportation and sale for resale of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(C) The certificates shall be accepted in writing, and under oath, by a re- 
sponsible official of Clinchfield and Kentucky West Virginia, respectively, and 
the general terms and conditions set forth in paragraphs (1), (2), (3) (iii), 
(3) (iv), and (5) of Section 157.20 of the Commission’s Rules and Regulations, 
including the Rules of Practice and Procedure, shall attach to the issuance of 
the certificates granted in paragraphs (A) and (B) hereof, and to the exercise 
of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall. be con- 
structed and placed in actual operation, as provided by paragraph (2) of. Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure, is hereby; fixed 
at 6 months from the date on which this order issues. 

(E) The grant of the certificates in paragraphs (A) and (B) shall not be 
construed as a waiver of the requirements of Section 4 of the Natural Gas Act, 
or of Section 154 of the Commission’s Rules and Regulations thereunder re- 
quiring the filing of rate schedules for’ the-service™herein authorized; and is 
without prejudice to any findings or orders which have been or may hereafter 
be made by the Commission in any proceeding now pending or hereafter in- 
* stituted by or against Clinchfield Coal Corporation or Kentucky, West Virginia 
Gas Company. Further, our action in this proceeding shall not foreclose nor 
prejudice any future proceedings or objection relating to the operation of any 
price or related provision in the gas purchase contracts herein involved. 

(F) The certificates granted herein are not transferable, and are issued to 
Clinchfield and to Kentucky West Virginia, individually, and the rights and 
obligations thereunder shall be several and not joint. 

7 * * * * + * 

Commissioners Draper and Smith not participating. 
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Order issuing license (major) 
Grand River Dam Authority 
Project No. 2183 
June 22, 1955 


Grand River Dam Authority (applicant), an instrumentality of the State of 
Oklahoma, with principal office at Vinita,.Oklahoma, filed an application on 
March 31, 1955, for a license under the Federal Power Act (hereinafter referred 
to as the Act) for proposed major Project No. 2183, to be known as the Markham 
Ferry Project and located on the Grand River and tributaries approximately 
8 miles southeast of the City of Pryor in Mayes and Craig Counties, Oklahoma, 
and affecting navigable waters of the United States and lands of the United 
States which are to be conveyed to the applicant pursuant to Public Law 476, 
83d Congress, 2d Session, referred to hereinafter. 

The proposed project consists of: 

(a) All lands constituting the project area and enclosed by the project 
boundary or the limits of which are otherwise defined, and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the applicant or by the United 
States; the general location of such.project area being:shown and described by 
a certain exhibit which formed part of the application for license and which is 
designated and described as follows: 


Echibit J 
FPC No. 2183-1 
Drawing No. Reg. GRM 1-1 
Showing: General Map of Project Area. 


(b) Principal structures, comprising a dam about 80 feet high composed of 
an earth embankment section, a concrete spillway section, a powerhouse and 
intake section, and two concrete gravity nonoverflow sections, creating a reser- 
voir with top pool elevations for power and flood control, respectively, at 617 feet 
and 634 feet above mean sea level; a powerhouse integral with the dam contain- 
ing initially three turbines each rated at 20,000 horsepower under a head of 
58 feet and driving a 15,000-kilowatt generator with provision for the future 
installation of two similar units in an extension of the powerhouse; five pen- 
stocks; a step-up substation at the dam; a single 110,000-volt transmission line 
connecting the step-up substation with the applicant’s existing Markham Ferry 
Switching Station ; and appurtenant facilities ; the location, nature, and character 
of which are more specifically shown and described by the exhibit hereinbefore 
cited and by another exhibit which also formed part of the application for 
license and which is designated and described as follows: 


Echibit M 


Statement in two sheets—general description and specifications of equipment— 
received in the office of the Commission on March 31, 1955. 

(c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, in- 
cluding such portable property as may be used or useful in connection with the 
project or any part thereof, whether located on or off the project area, if and 
to the extent that the inclusion of such property as part of the project is ap- 
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proved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance or 
operation of the project. 

The Markham Ferry Project was authorized for construction by the United 
States by the Act of June 28, 1938 (52 Stat. 1215, 1218-1219), as modified by the 
Acts of August 18, 1941 (55 Stat. 688, 645-646), and July 24, 1946 (60 Stat. 
641, 647-648). By the Act of July 6, 1954 (Public Law 476, 83d Cong., 2d Sess.), 
provision was made for construction of the Markham Ferry Project by the Grand 
River Dam Authority subject to the provisions of that Act (68 Stat. 450-451) 
and those of the Federal Power Act. 

The Secretary of the Army and the Chief of Engineers have reported that 
the plans of the project structures are satisfactory insofar as the interests of 
navigation are concerned, and have recommended that Public Law 476, 83d 
Cong., 2d Sess., be included by reference in the license. 

The Acting Secretary of the Interior has reported favorably on the application, 
subject to the inclusion in the license of certain conditions in the interest of 
conservation of fish and wildlife resources and for the protection of Indian 
interests in their lands affected by the proposed project substantially as here- 
inafter provided. 

The Game and Fish Commission and the Water Resources Division, Planning 
and Resources Board, of the State of Oklahoma were notified of the filing of the 
application. 

The Chouteau Memorial Association, Oklahoma Memorial Association, Pioneers 
of Oklahoma, and Oklahoma Historical Day Committee have informally pro- 
tested the issuance of a license for the project on the ground, among others, 
that construction of the project would submerge the oldest and one of the most 
important historical sites in the State of Oklahoma. 

The Commission finds: 

(1) The applicant is a public corporation and an instrumentality of the State 
of Oklahoma; it is a municipality within the meaning of Section 3 (11) of the 
Act; and it has submitted satisfactory evidence of compliance with the require- 
ments of all applicable State laws insofar as necessary to effect the purposes 
of .a license for the project. 

(2) The Markham Ferry Project is part of a multiple-purpose plan, including 
aids to navigation (House Document No. 758, 79th Cong., 2d Sess., at page 13), 
and is subject to the licensing authority of the Commission under Section 4 (e) 
of the Act and the provisions of Public Law 476 (68 Stat. 450). 

(3) No conflicting application is before the Commission. Public notice has 
been given as required by the Act. 

(4) The project, constructed, maintained, and operated as hereinafter ordered 
and conditioned, will not affect any Government dam, nor will the issuance of 
a license therefor, as hereinafter provided, affect the development of any water 
resources for public purposes which should be undertaken by the United States. 

(5) The construction and operation of the project will affect the navigable 
capacity of the Arkansas River and thus affect the interests of interstate or 
foreign commerce. 

(6) The project is best adapted to a comprehensive plan for improving or de- 
veloping a waterway or waterways for the use or benefit of interstate or foreign 
commerce, for the improvement and utilization of water-power development, 
and for other beneficial public uses, including recreational purposes. 

(7) The initial installed horsepower capacity of the project hereinafter au- 
thorized for the purpose of computing the initial capacity component of the 
administrative annual charge is 60,000 horsepower, and the energy generated 
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thereby will be distributed for rural electrification, municipal, domestic, and 
industrial uses and for sale for resale. 

(8) The amount of the annual charge to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Act is reasonable as hereinafter fixed and specified. 

(9) he proposed step-up substation at the Markham Ferry plant and a 
single 110,000-volt transmission line connecting the step-up substation with the 
applicant's existing Markham Ferry Switching Station are part of the project 
within the meaning of Section 3 (11) of the Act, and should be included in the 
license for the project, and if a second transmission line is constructed between 
said points, it also will be part of the project and should be included in the 
license. 

(10) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission's rules and regulations and should be approved as 
part of the license for the project. 

(11) The licensee shall submit revised Exhibits F, “K,” and “L” in accordance 
with the Commission's rules and regulations as hereinafter provided. 

The Commission orders: 

(A) This license is issued to Grand River Dam Authority under Section 4 (e) 
of the Federal Power Act for a period of 50 years, effective as of June 1, 1955, 
for the construction, operation, and maintenance of Project No. 2183 upon the 
Grand River and tributaries, and affecting navigable waters of the United 
States, subject to the terms and conditions of Public Law 476, 83d Congress, 2d 
Session (Law 476) and of the Federal Power Act (Act) which Law 476 and 
Act are incorporated by reference as a part of this license, and subject to such 
rules and regulations as the Commission has issued or prescribed under the 
provisions of the Federal Power Act. 

(B) This license is also subject to the terms and eonditions set forth in 
Form L-4, December 15, 1953, entitled ‘“‘Terms and Conditions of License fo1 
Unconstructed Major Project Affecting Navigable Waters of the United States,” 
16 F. P. C. 1284, exeept for Articles 14 and 15 thereof, which terms and condi- 
tions are attached hereto and made a part hereof; and subject to the following 
special conditions set forth herein as additional articles: 

Article 19. The Licensee shall, prior to impounding water, clear all lands in 
the bottom and margin of the reservoir up to high-water level, and shall dispose 
of all temporary structures, unused timber, brush, refuse, or inflammable ma- 
terial resulting from the clearing of the lands or from the construction and 
maintenance of the project works. In addition, all trees above the high-water 
line of the reservoir which may die from operation of the reservoir shall be 
removed. The clearing of the lands and the disposal of the material shall be 
done with due diligence and to the satisfaction of the authorized representative 
of the Commission. 

Article 20. The Licensee shall commence construction of the project on or 
before February 1, 1957; shall thereafter with due diligence prosecute such 
construction ; and shall complete the project with installation of three generating 
units on or before January 31, 1960; and shall at such time as the Commission 
may direct and to the extent that it is economically sound and in the public 
interest to do so, after notice and opportunity for hearing, complete the project 
to its ultimate development; Provided, however, That the Licensee shall not 
begin construction of the project until the Commission approves revised Ex- 
hibit “L” drawings, to be filed under Article 21 hereof, showing the final design 
of the structures. 

Article 21. The Licensee shall, prior to commencement of construction, file 
with the Commission revised Exhibit “L” drawings showing the final design of 
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the project structures, and, within one year from the date of issuance of this 
license, also file Exhibits F and “K” in conformity with the Commission’s rules 
and regulations. 

Article 22. The Licensee shall before construction of a second 110,000-volt 
transmission line connecting the step-up substation with the existing Markham 
Ferry Switching Station file with the Commission an application for amendment 
of this license to include such transmission line as part of the project. 

Article 23. The Licensee shall obtain the necessary rights-of-way, easements, 
or title to Indian lands which may be required, negotiations with respect to ob- 
taining such rights-of-way, easements, and titles to be conducted through the 
Muskogee Area Office of the Bureau of Indian Affairs. 

Article 24. The Licensee shall cooperate with the United States Fish and 
Wildlife Service and the Game and Fish Commission of the State of Oklahoma 
in the development of plans for the improvement and protection of the fishery 
and wildlife resources involved. 

Article 25. The Licensee shall construct, maintain, and operate such protec- 
tive devices and comply with such reasonable modifications of project structures 
and operation of the project in the interest of fish and wildlife resources as 
may be prescribed hereafter by the Commission upon the recommendations of the 
Secretary of the Interior and the Game:and Fish Commission of the State of 
Oklahoma. 

Article 26. The Licensee shall pay to the United States the following annual 
charge: 

For the purpose of reimbursing the United States for the costs of administra- 
tion of Part I of the Act, one (1) cent per horsepower on the authorized installed 
capacity (60,000 horsepower) plus two and one-half (214) cents per 1,000 kilo- 
watt-hours of gross energy generated by the project during the calendar year 
for which the charge is made. 

(C) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
for the Licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 


Order authorizing issuance of preferred stock 
Idaho Power Co. 
Docket No. E-6618 
June 23, 1955 


Idaho Power Company (Applicant), incorporated under the laws of the State 
of Maine, and qualified to do business as a foreign corporation in the States of 
Idaho, Oregon and Nevada, with its principal place of business at Boise, Idaho, 
filed an application on April 15, 1955, as amended April 29, May 9, May 18, and 
June 6, 1955, for authorization, pursuant to Section 204 of the Federal Power 
Act, for the issuance of 15,000 shares of its 4% Preferred Stock (par value $100 
per share). 

Applicant proposes to issue and sell the 15,090 shares to Wegener & Daly 
Corp. of Boise, Idaho. According to an underwriting agreement with Wegener 
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& Daly, Applicant will issue and sell 3,000 shares of the proposed issuance of 
preferred stock immediately upon receipt of necessary approval by regulatory 
authorities and the taking effect of the registration statement. The price to be 
paid for each of said 3,000 shares will be $100 per share plus accrued dividends 
from May 1, 1955, to the date of sale. Wegener & Daly will have an option 
under the underwriting agreement, to purchase the remaining 12,000 shares for 
a period up to and including July 8, 1955, and thereafter, from August 2 to and 
including October 7, 1955, or for such additional period as may be mutually 
agreed upon with Applicant. For each of the remaining 12,000 shares which the 
underwriter purchases, Applicant will receive a price of $100 per share plus 
any dividend accrued thereon. 

The Applicant will pay Wegener & Daly an underwriting commission of $2.25 
for each share of the proposed issuance which the latter purchases. Payment of 
this per share fee will be made whenever any of the shares to be issued are 
delivered to and paid for by the underwriter. The shares to be purchased by 
Wegener & Daly will be offered for resale to the general public. 

On April 11, 1955, the Commission, pursuant to Section 34.2 (k) (2) (ii) of its 
General Rules and Regulations, granted Applicant’s request for authorization 
to enter into negotiations for the sale or underwriting of the preferred stock 
here involved. Applicant now requests that the issuance and sale of the 15,000 
shares of its 4% Preferred Stock be exempt from the competitive bidding re- 
quirements of Sections 34.1la (b) and (c) of the Commission’s General Rules 
and Regulations. The Applicant states that it did not engage in negotiations 
for the underwriting or sale of the Preferred Stock here involved prior to the 
receipt of the aforementioned Commission authorization. 

Applicant proposes to use the proceeds to be obtained from the issuance 
of the shares of preferred stock to carry forward a portion of its 1955 construc- 
tion program not requiring authorization for which any application is now 
pending before the Commission, which program is estimated to cost approxi- 
mately $7,500,000. 

Written notice of the application has been given to the Public Utilities Com- 
mission of Idaho, the Public Service Commission of Nevada and the Public 
Utilities Commissioner of Oregon, and to the Governor of each of those States. 
Notice of the application has also been given by publication in the Federal 
Register on April 26, 1955 (20 F. R. 2776), stating that any person desiring to 
be heard, or to make any protest with reference to the application should, on 
or before the 9th day of May 1955, file with the Federal Power Commission, 
Washington 25, D. C. a petition or protest in accordance with the Commission’s 
General Rules and Regulations. No protest or petition or request to be heard 
in opposition to the granting of the application has been received. 

By their respective orders dated April 29, 1955, and May 5, 1955, the Public 
Utilities Commissioner of Oregon and the Public Utilities Commission of Idaho 
authorized Applicant to issue and sell 15,000 shares of its 4% Preferred Stock 
in the manner as described above. 

The Commission finds: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of Maine. It owns and operates facilities for (a) the transmission and 
sale at wholesale of electric energy which is generated in the State of Idaho 
and consumed in the States of Oregon, Utah and Montana, (b) the transmission 
of electric energy which is generated in Idaho and consumed in Nevada, (c) the 
transmission of electric energy which is generated in the States of Washington, 
Montana and Utah and consumed in the State of Idaho, all of which facilities 
are in addition to and do not include facilities used for the generation of electric 
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energy, facilities used in local distribution, or only for the transmission of elec- 
trie energy in intrastate commerce, or facilities for the transmission of electric 
energy consumed wholly by tne transmitter, and Applicant is, therefore, a publie 
utility within the meaning of that term as used in Section 204 of the Federal 
Power Act. 

(2) The proposed issuance and sale of 4% Preferred Stock as described 
above will constitute an issuance of securities within the purview of Section 204 
of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of Section 204 (f) of the Federal Power Act, and the proposed issuance of 
securities is, therefore, not exempt by virtue of that Section from the require- 
ments of Section 204 of the Act. 

(4) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders or through ownership of securities or otherwise, between the Ap- 
plicant and Wegener & Daly. The underwriting fee to be paid in connection 
with the issuance and sale of the 15,000 shares of 4% Preferred Stock was fixed 
by arms-length bargaining and does not appear to be unreasonable. 

(5) Under the circumstances of this case, sufficient cause has been shown 
for exempting the issuance and sale of the 15,000 shares of Applicant’s 4% Pre- 
ferred Stock from the competitive bidding requirements of Sections 34.la (b) 
and (c) of the Commission’s General Rules and Regulations. 

(6) The proposed issuance of 4% Preferred Stock as hereinafter authorized 
will be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance by the Applicant of service as a public utility 
and which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

(7) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of 4% Preferred Stock, upon the terms 
and conditions and for the purposes specified in the application, all as described 
above, be and the same hereby are authorized subject to the provisions of this 
order. 

(B) The issuance and sale of the 15,000 shares of Applicant’s 4% Preferred 
Stock, as described above, hereby are exempted from the competitive bidding 
requirements of Sections 34.la (b) and (c) of the Commission’s General Rules 
and Regulations. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated on or before December 31, 1955. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body, with respect to rates, services, 
accounts, valuation, estimates or determinations of costs, or any matter whatso- 
ever which may come before this Commission, or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed 
or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or ob- 
ligation on the part of the United States in respect of any securities to which this 
order relates. 

Commissioner Connole not participating. 
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Order authorizing disposition and merger or consolidation of facilities 
Baltimore Gas and Electric Co. and Susquehanna Transmission Co. of Maryland 
Docket No. E-6608 


June 24, 1955 






Baltimore Gas and Electric Company (Baltimore Company),! a corporation 
organized in Maryland with its principal place of business in Baltimore, Mary- 
land, filed its application March 11, 1955, with amendments thereto March 21, 
1955, May 24, 1955, and June 15, 1955, for authorization pursuant to Section 203 
of the Federal Power Act, to acquire and merge or consolidate its facilities with 
those of Susquehanna Transmission Company of Maryland (S. T. Co.), which 
is now its wholly owned subsidiary. S. T. Co., which is also organized in 
Maryland with its principal place of business in Baltimore, Maryland, by its 
filing of May 24, 1955, joins in Baltimore Company's application. 

S. T. Co. was formerly a wholly owned subsidiary of Pennsylvania Water & 
Power Company (Penn Water) and owned transmission lines, substations and 
appurtenant equipment wholly in Maryland used for the transmission of electric 
energy between Penn Water’s Holtwood plants in Pennsylvania and Bualtimore 
Company’s facilities and between the Safe Harbor plant in Pennsylvania and 
facilities of Pennsylvania Railroad Company, Baltimore Company and Potomac 
Electric Power Company. S. T. Co.’s capital stock, as part of the merger trans- 
action by which Penn Water on June 1, 1955, was merged with Pennsylvania 
Power & Light Company (P. P. & L.),? was transferred to P. P. & L. and there- 
after to Baltimore Company, pursuant to an order of the Securities and Exchange 
Commission dated May 25, 1955, Holding Company Act Release No. 12007 and 
orders of the Maryland Public Service Commission dated March 14, 1955. 

Baltimore Company states that its acquisition of the entire capital stock of 
S. T. Co. was for a cash consideration of approximately 5,000,000* arrived at 
in arm’s-length dealing. This price contemplates the prior release of the mortgage 
of S. T. Co. and discharge of its open account indebtedness to Penn Wuter. 
Such consideration is In excess of S. T. Co.’s net assets by the amount of 
$672,750. 

Baltimore Company’s books as of December 31, 1954, contained Electric Plant 
Acquisition Adjustments in the amount of $1,696,525.80, which are in process 
of amortization by charges to Account 537, Miscellaneous Amortization, over a 
period of ten years ending December 31, 1957. Baltimore proposes to amortize 
the acquisition adjustment of $672,750 resulting from the present transactions 
also by charges to Account 537, over a period to end on December 31, 1957. 





















































































t Baltimore Company proposes to acquire all of S. T. Co.’s assets and to dis- 
y solve 8. T. Co. By the transaction Baltimore Company will be carrying out 
a terms of the settlement agreement dated December 22, 1954, between Baltimore 
d Company and P. P. & L. by which were settled numerous items which have 
a been in dispute between Baltimore Company and Penn Water. Furthermore, 
d Baltimore Company will acquire facilities that have been used for deliveries 
of electric energy to and interchange with it, are interconnected with its facil- 
- aiid tliat 
is 1 Formerly Consolidated Gas Electric Light and Power Company of Baltimore. 


2 See this Commission’s order issued May 5, 1955, In the Matters of Pennsylvania 
Water &¢ Power Company, Pennsylvania Power ¢@ Light Company, Docket Nos. E-6597 
and E-6598, 14 F. P. C. 706. 

3 The purchase price was to be computed from a base price of $5,038,141 adjusted to 
the date of settlement. 
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ities, are largely located. within its territory, and are capable of future. utility 
use by Baltimere Company. The application states that since Baltimore Com- 
pany has been the underwriter of S. T. Co.’s fixed charges, depreciation, operating 
expenses, and return, the integration of S. T. Co.’s facilities with those of 
Baltimore Company and the corporate dissolution of 8S. T. Co. will permit 
Baltimore Company to achieve economies. 

Written notice of the application has been given to the Public Utility Com- 
mission of Pennsylvania and the Public Service Commission of Maryland and 
to the Governor of each of those states. Notice was also published in the 
Federal Register on March 22, 1955 (20 F. R. 1709), stating that any person 
desiring to be heard or to make any protest with reference to the application 
shall file a petition or protest on or before April 4, 1955. No protest or petition 
or request to be heard in opposition to the granting of such application has been 
received. 

By Order dated June 10, 1955, the Maryland Public Service Commission has 
approved the transfer of S. T. Co.’s property and assets to Baltimore Company. 

The Commission finds: 

(1) Baltimore Company, a corporation organized in Maryland, owns and 
operates facilities, among others, for the transmission and sale at wholesale 
of electric energy, which is transmitted between Pennsylvania, Maryland, and 
the District of Columbia and consumed at points outside of the State in which 
generated, all of which facilities are in addition to and do not include facilities 
used in local distribution or only for the transmission of electric energy in 
intrastate commerce, or facilities for the transmission of electric energy con- 
sumed wholly by the transmitter, and Baltimore Company is, therefore, a public 
utility within the meaning of that term as used in Section 203 of the Federal 
Power Act. 

(2).8. T. Co., a corporation, is a public utility within the meaning of Sec- 
tion 203 of the Federal Power Act, subject to the jurisdiction of-the Commission, 
as heretofore described and set forth in the Commission’s opinion and order 
issued January 5, 1949, In the Matter of Pennsylvania Water &€ Power Co., 
Docket No. IT-5915, 8 F. P. C. 1, 99. 

(3) By the proposed transfer of facilities, S. T. Co. will dispose of the whole 
of its facilities subject to the jurisdiction of the Commission within the meaning 
and subject to the requirements of Section 203 of the Federal Power Act. 

(4) By the proposed acquisition of facilities, Baltimore Company will merge 
er consolidate its facilities subject to the jurisdiction of the Commission with 
the facilities of another person within the meaning and subject to the require- 
ments of Section 203 of the Federal Power Act. 

(5) The proposed transaction discloses an excess of the purchase price over 
the depreciated original cost of the facilities to be acquired in the amount of 
$672,750 which should be disposed of by Baltimore Company 4s hereinafter 
ordered. 

(6) The proposed transaction as described above will be consistent with the 
public interest as expressed in the Act. 

(7) The foregoing described transaction is exempt from the requirements of 
Securities and Exchange Commission approval under the Public Utility Holding 
Company Act of 1935 by virtue of the requirements of Section 9 (b) (1) thereof 
and is therefore not exempt from the requirements of Section 203 of the Federal 
Power Act by virtue of Section 318 thereof. 

The Commission orders: 

(A) The proposed disposition by S. T..Co. to Baltimore Company of the whole 
of its facilities subject to the jurisdiction of the Commission and the’ proposed 
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merger or consolidation of such facilities by Baltimore Company be and the same 
hereby are authorized and approved upon the terms and conditions set forth 
in the application subject to the provisions of this order. 

(B) Baltimore Company shall record the electric facilities and properties of 
S. T. Co. as provided in the Commission’s Uniform System of Accounts Pre- 
scribed for Public Utilities and Licensees, and shall dispose of the amount of 
$672,750 properly classified in Account 100.5, Electric Plant Acquisition Adjust- 
ments, by amortization to Account 537, Miscellaneous Amortization, over a 
period which ends on December 31, 1957. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 60 days from the issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost which may come before this Com- 
mission or any. other regulatory body. 
Commissioner Connole not participating. 


Findings and order permitting and approving abandonment 
Northern Natural Gas Co. 
Docket No. G-8678 


June 24, 1955 











Northern Natural Gas Company (Applicant), a Delaware corporation having 
its principal place .of business in Omaha, Nebraska, filed, on March 28, 1955, as 
supplemented April 11, 1955, an application for permission and approval pur- 
suant to Section 7 (b) of the Natural Gas Act to abandon certain facilities, as 
hereinafter described. 

The facilities which Applicant proposes to abandon consist of the following, 
located in Morton and Stevens Counties, Kansas: (a) approximately 14.9 miles 
of 4%4-inch pipeline; (b) approximately 4.1 miles of 2%-inch pipeline; and 
(c) the Rolla, Kansas, town border station. Applicant states that the above- 
described facilities were formerly used to provide natural-gas service to the 
communities of Rolla and Elkhart, Kansas, but that such facilities are no longer 
used or needed since the same service is being rendered by other facilities. Ap- 
plicant proposes to remove all the above-described facilities and to reuse the 
41-inch pipe. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 16, 1955, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the: granting of the 
application has been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
in Omaha, Nebraska, owns and operates a natural-gas transmission pipeline 
system located in the states of Texas, Oklahoma, Kansas, Nebraska, Iowa, 
Minnesota, and South Dakota, and by such operations Northern is engaged in 
the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
jas Act, as heretofore found by the Commission in its order of April 6, 1943, 
in Docket No. G-280, 3 F. P.-C. 967. 
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(2) The facilities hereinbefore described, as more fully described in the ap- 
plication and exhibits in this proceeding, have been used in the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and the operation of such facilities are subject to the requirements of 
subsections (b), (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Present and future public convenience and necessity permit the abandon- 
ment of the facilities hereinbefore described, as more fully described in the 
application herein. 

(4) A request during the public hearing by Staff Counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission's 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) Permission and approval for the abandonment of the above-described 
facilities, as more fully described in the application herein, be and is hereby 
granted. 

(B) Within ten days after the removal of the facilities hereby authorized, 
notice of completion of such removal shall be filed with. the Commission. 

Commissioner Connole not participating. 


Findings and order issuing certificate of public convenience and necessity 


Louisiana Nevada Transit Co. 
Docket No. G-5619 
June 27, 1955 


Louisiana Nevada Transit Company (Applicant), a Nevada corporation with 
its principal place of business in Ada, Oklahoma, on December 3, 1954, filed 
an application for a certificate of public convenience and necessity, pursuant 
to Section.7 ¢(c) of the Natural Gas Act, authorizing the construction and opera- 
tion of a 220-horsepower compressor station on its Haynesville Field (Louisiana) 
lateral to be located in Claiborne Parish, Louisiana, together with appurtenant 
facilities, and to be used for the transportation and sale of natural gas subject 
te the jurisdiction of the Commission, all as described in the application on file 
with the Commission and open to public inspection. 

The proposed facilities will enable Applicant to continue to take natural gas 
from the Haynesville Field, where field pressures have now been reduced to a 
point where additional compression is required to maintain that source of gas 
supply. The record shows that the facilities can be financed from funds at hand. 

Temporary authorization to construct and operate the proposed facilities was 
granted on December 10, 1954. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 14, 1955, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) Applicant owns and operates, among other facilities, a natural gas trans- 
mission pipeline system located in the States of Louisiana and Arkansas, and 
by such operations is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, and is, therefore, a “natural-gas company” within 
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the meaning of the Natural Gas Act as heretofore found by the Commission in 
its order issued September 30, 1947, in Docket No. G—922, 6 F. P. C. 925. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of Applicant’s existing pipeline 
system, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts proposed in said 
application and to conform to the requirements, rules, and regulations of the 
Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant are 
required by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and 
(5) of Section 157.20 of the Cemmission’s Rules of Practice and Procedure (18 
CFR 157.20) should attach to the certificate hereinafter issued, and to the exer- 
cise of the rights granted thereunder. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Louisiana Nevada Transit Company to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application in this proceeding, for the transportation and sale for resale of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, under oath, by a responsible 
official of the Applicant, and the general terms and conditions set forth in para- 
graphs (1), (2), (8) (i), (8) (iii), (8) (iv), and (5) of Section 157.20 of 
the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted hereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of the 
aforesaid Section 157.20 of the Commission’s Rules and Regulations, is hereby 
fixed at 4 months from the date on which this order issues. 

Commissioner Connole not participating. 


Order approving revised exhibit and adjusting annual charges 
Alabama Power Co. 
Project No. 82 
June 28, 1955* 


Alabama Power Company, licensee for major Project No. 82, located at Duncan’s 
Kiffle on the Coosa River, a navigable water of the United States, in Coosa and 


*Modified by order issued September 14, 1955, infra, p. 968. 
468917—59 
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Chilton Counties, Alabama, and affecting public lands of the United States, on 
March 23, 1955, filed for Commission approval and inclusion in the license for 
the project a Revised Exhibit K map showing the project area and project 
boundary. 

Revised Exhibit K, Drawing No. D-97686 (FPC Nos. 82-39 to -50, inclusive), 
showing the project boundary and project area, including lands of the United 
States which are occupied by the project, supersedes Exhibit K, Drawing No. 
D-8425, Sheets 1 to 12, inclusive (FPC Nos. 82-3 to -14, inclusive), and Re- 
vised Exhibit C, now part of the license. 

The effect of the approval of Revised Exhibit K may will be to fix the project 
boundary of Project No. 82, including lands of the United States; change the 
area of private lands occupied to 9,098.72 acres; change the area of lands of the 
United States occupied to 127.33 acres, exclusive of 0.501 mile of 100-foot trans- 
mission-line right-of-way; and decrease the amount of the annual charge to be 
paid under the license for the use, occupancy, and enjoyment of such lands. 
The revised map hereinafter approved makes possible a change in such charge 
to reflect the exclusion of certain lands from the license by Amendment No. 3 
issued January 28, 1947, pursuant to a Commission order adopted on May 28, 
1946. 

The Commission jinds: 

(1) The following exhibit conforms to the Commission’s rules and regulations 
and should be approved as part of the license for the project: 

Revised Exhibit K: Drawing No. D-97686 (FPC Nos. 82-39 to —50, inclusive) 
Map of project boundary and project area, received by the Commission on 
March 23, 1955 


and superseded Exhibit K, Drawing No. D-8425 (FPC Nos. 82-3 to -14, in- 
clusive), and Revised Exhibit C, now part of the license for the project, should 
be eliminated from the license for the project. 

(2) In computing the annual charge to be paid under Article 15 of the license 
for the purpose of recompensing the United States for the use, occupancy, and 
enjoyment of its lands, an adjustment should be made in the land ratio to reflect 
the change in area of private lands and in area of lands of the United States 
occupied, and a change so computed is reasonable. 

The Commission orders: 

(A) Revised Exhibit K, Drawing No. D-97686 (FPC Nos. 82-39 to -50, in- 
clusive), is approved as part of the license for the project. 

(B) Exhibit K, Drawing No. D-8425 (FPC Nos. 82-3 to -14, inclusive), and 
Revised Exhibit C are eliminated from the license for the project. 

(C) Effective as of January 1, 1947, the annual charge paid by the licensee 
under Article 15 of the license for the project for the purpose of recompensing 
the United States for the use, occupancy, and enjoyment of its lands shall be 
adjusted to reflect the change in area of private lands and in area of lands of the 
United States occupied. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 318 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this order. In acknowledgment of the acceptance of this order, it 
shall be signed for the Licensee and returned to the Commission within 60 days 
from the date of issuance of this order. 

Commissioner Connole not participating. 
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Order modifying rules and regulations with respect to supplements reflecting 
reduction in occupation tax of State of Texas 


The Occupation Tax of The State of Texas (Article 7074 (b) of 
Vernon’s Civil Statutes of the State of Texas) 


Order No. 180* 


June 30, 1955 


Pursuant to Article 7074 (b) of Vernon’s Civil Statutes of the State of Texas, 
there is levied an occupation tax on the business or occupation of producing gas 
within the State of Texas, computed as follows: 

(a) Until September 1, 1955, the tax is to be paid by each producer on the 
amount of gas produced and saved within the State equivalent to nine percent 
(9%) of the market value thereof as and when produced; 

(b) From September 1, 1955, until September 1, 1956, the rate of said tax 
shall be 8% of the market value of the gas as and when produced. 

The Commission permitted such tax, computed on the basis of the foregoing 
rate of nine percent (9%), to be charged and collected by each independent 
producer, subject to the Commission’s jurisdiction, without suspension, upon 
the filing of an appropriate rate schedule or schedules by each producer. A 
similar rate filing is required to effect the tax reduction from 9% to 8% as of 
September 1, 1955. 

To simplify the required change, the Commission deems it expedient and in 
the public interest to waive the’30 days’ notice requirement under Section 154.98 
of the Commission’s Rules and Regulations and to eliminate, to the extent 
feasible, the data and information to be submitted in support of the change, 
to be effective September 1, 1955. 

Accordingly, a producer in submitting a supplement to any of its rate schedules 
on file with the Commission, to reflect the statutory reduction in the rate of 
the above-described tax from nine percent (9%) to eight (8%) as of Sep- 
tember 1, 1955, may, notwithstanding other provisions of the Commission’s 
rules, make such filings as hereinafter provided. Early filing, however, will 
assist in orderly processing. 

The Commission finds: 

It is appropriate and in the public interest in the administration of the 
Natural Gas Act (a) to waive the 30 days notice requirements set forth in 
Section 4 (d) of the Act and Section 154.98 of the Commission’s Rules and 
Regulations (Order No. 174-B), with respect to the filing of any supplement 
reflecting a reduction in the Texas occupation tax from 9% to 8% as of Sep- 
tember 1, 1955, provided such filing is made on or before October 1, 1955, and, 
(b) with respect to the filing of any supplement reflecting the reduction in the 
Texas occupation tax from 9% to 8%, to submit only the data in the form set 
forth below, in lieu of the data required by paragraph 154.94 (e) of the Com- 
mission’s Rules and Regulations (Order No. 174-B): 

Comparison of rates: 


Price per Tax reim- Total rate 
Date Mef bursement | per Mef 
per Mef 
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September 1, 1955.-..-..-.---.- eee ey Sonne 
Sales for 12 months ended June 30, 1955, 


*20 F. R. 4817. 
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The Commission orders: 

Rate schedules reflecting the reduction from 9% to 8% in the occupation tax 
of the State of Texas as of September 1, 1955, may be filed on less than the 
80 days notice requirements of Section 4 (d) of the Natural Gas Act and in 
accordance with the findings of this order. 


Commissioner Connole not participating. 


Order approving transfer of interest in license (major) 
Carolina Aluminum Co. and Tapoco, Inc. 
Project No. 2169 
June 30, 1955 


An application was filed on May 23, 1955, by Carolina Aluminum Company 
(Carolina) and Tapoco, Inc. (Tapoco), joint licensees of Project No. 2169, for 
approval of transfer of Carolina’s interest in the license to Tapoco. The ap- 
plication includes a request that the transfer become effective as of July 1, 
1955, because of and for accounting and other reasons. 

The license for Project No. 2169 was issued March 17, 1955, 14 F. P. C. 610, 
to Carolina and Tapoco jointly for a period of 50 years, effective as of March 1, 
1955. The project consists of the constructed Cheoah and Santeetlah develop- 
ments owned by Carolina, and the constructed Calderwood and unconstructed 
Chilhowee developments owned by Tapoco. 

Concurrently with the filing of the application for transfer, Carolina filed an 
application for Commission approval to sell the Cheoah and Santeetlah develop- 
ments to Tapoco. This filing has been docketed as Docket No. E-6625, 

Carolina has agreed to pay all annual charges accrued under the license to 
the date of its transfer, while Tapoco has agreed to assume all obligations of the 
license as required under the provisions of the Federal Power Act. 

The Commission finds: 

(1) Tapoco, Inc. is a corporation organized under the laws of the State of 
Tennessee and has submitted evidence of compliance with the requirements of 
all applicable State laws of Tennessee and North Carolina insofar as necessary 
for the operation of Project No. 2169. 

(2) Approval of transfer of the interest of Carolina in the license for Project 
No. 2169 as hereinafter provided will not be inconsistent with the public interest. 

The Commission orders: 

(A) The transfer of the interest of Carolina Aluminum Company in the 
license for Project No. 2169 to Tapoco, Inc., as sole licensee of the project, is 
approved, effective as of July 1, 1955, subject to the provisions of Section 9.3 of 
the Commission’s Regulations under the Federal Power Act, and subject to the 
Commission’s approval in the matter of Docket No. E-6625, provided that Tapoco, 
Inc. shall be subject to all the conditions of the license and to all the provisions 
of the Act to the same extent as though it were the original sole licensee. 

(B) This order shall become effective upon its issuance. 
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Order authorizing and approving acquisition of securities, and disposition, 
acquisition and merger or consolidation of facilities 


Carolina Aluminum Co., Tapoco, Inc., and Nantahala Power and Light Co. 


Docket Nos. E-6625, E-6626 
June 30, 1955 


Carolina Aluminum Company (Carolina), incorporated in North Carolina, 
with its principal place of business at Badin, North Carolina, and Tapoco, Inc., 
(Tapoco), incorporated in Tennessee with its principal place of business at 
Alcoa, Tennessee, on May 23, 1955, filed a joint application for an order, pur- 
suant to Section 203 of the Federal Power Act, authorizing the acquisition by 
Carolina Aluminum of the capital stock of Tapoco, the transfer by Carolina to 
Tapoco of certain facilities and the acquisition of such facilities by Tapoco. 
On the same date, Nantahala Power and Light Company (Nantahala), incor- 
porated in North Carolina with its principal place of business in Franklin, 
North Carolina, and Tapoco also filed a joint application for an order pursuant 
to Section 203 of the Federal Power Act authorizing the transfer by Nantahala 
to Tapoco of certain of Nantahala’s transmission facilities and the acquisition 
of such facilities by Tapoco. 

Carolina, Tapoco and Nantahala are wholly-owned subsidiaries of Aluminum 
Company of America (ALCOA). To accomplish the proposed transactions, 
Tapoco’s capital stock consisting of 1,500 shares, no par value, will be trans- 
ferred to Carolina by ALCOA as a contribution to Carolina’s capital, and Carolina 
will then transfer to Tapoco its two hydroelectric developments on the Little 
Tennessee and Cheoah Rivers in North Carolina, known as the Cheoah and 
Santeetlah Developments, which are included in Project No. 2169 licensed by 
this Commission on March 17, 1955,1 and comprise all of its western division 
properties. Nantahala will transfer to Tapoco two short 161-kv transmission 
lines which connect the Cheoah substation with the Santeetlah-ALCOA trans- 
mission lines, those portions of the two 161-kv Santeetlah-ALCOA transmission 
lines located within the State of North Carolina, and the substations at the 
existing Cheoah and Santeetlah Developments. The final step to carry out the 
proposed transactions will be the reconveyance by Carolina to ALCOA of Tapoco’s 
outstanding capital stock.’ 

The applications indicate that the properties to be transferred by Carolina 
and by Nantahala to Tapoco will be transferred at original cost less deprecia- 
tion adjusted to the actual transfer date. As of February 28, 1955, the original 
cost of the properties to be transferred to Tapoco by Carolina amounted to 
$18,510,576 with an applicable reserve for depreciation of $9,140,991, or a net 
amount of $9,369,585, and those to be transferred from Nantahala amounted to 
$1,184,320 with an applicable reserve of $901,892 or a net amount of $282,428. 
The transfer of property by Carolina to Tapoco will be recorded by Carolina's 
charging $9,369,585 to Account 111.1, Investments in Securities of Associated 


1In a separate order the transfer of the license jointly held by Carolina and Tapoco 
to Tapoco alone is approved. 

2 Tapoco already owns as part of the same licensed project the Calderwood development 
on the Little Tennessee River and those parts of the 161-kv Santeetlah-ALCOA lines 
extending from the North Carolina-Tennessee State boundary to Alcoa, Tennessee. 

3 According to the application, this will be a transaction in the nature of a distribution 
of stock of a controlled corporation conforming to the requirements of Section 355 of the 
Internal Revenue Code of 1954 and entitled to exemption from recognition of taxable 
gain or loss thereunder. 
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Companies; the transfer of property by Nantahala to Tapoco will be recorded 
by Nantahala’s charging $282,428 to Account 126.2, Accounts Receivable from 
Associated Companies. 

The applications state that as a result of the transactions Tapoco will be the 
sole owner and licensee of all the project property under the license for Project 
No. 2169, that such vesting of project property in a single licensee is in con- 
formity with representations made to the Commission in the joint applications 
of Carolina and Tapoco for the license in Project No. 2169, and that operating 
arrangements and cost accounting relating to the facilities proposed to be 
transferred will be unchanged by the transaction. 

Written notice of the applications has been given to the North Carolina 
Utilities Commission, the Tennessee Public Service Commission, and to the 
Texas Railroad Commission and to the Governor of each of those States. Notice 
was also published in the Federal Register on June 3, 1955 (20 F. R. 3885), 
stating that any person desiring to be heard or to make any protest with refer- 
ence to the applications should file a petition or protest on or before June 15, 
1955. No protest or petition or request to be heard in opposition to the granting 
of such applications has been received. 

The North Carolina Utilities Commission by order issued February 23, 1955, 
authorized the transfer of the facilities to Tapoco as referred to above. 

The Commission finds: 

(1) Carolina, Tapoco, and Nantahala own and operate facilities, among others, 
for the transmission of electric energy which is generated in North Carolina 
and consumed at points outside thereof, all of which facilities are in addition 
to and do not include facilities used in local distribution or only for the trans- 
mission of electric energy in intrastate commerce, or facilities for the trans- 
mission of electric energy consumed wholly by the transmitter, and such com- 
panies are, therefore, public utilities within the meaning of that term as used 
in Section 203 of the Federal Power Act. 

(2) By the proposed transaction Carolina will acquire the securities of another 
public utility within the purview of and subject to the requirements of Section 203 
of the Act. 

(3) By the proposed transactions Carolina and Nantahala will each dispose 
of facilities subject to the jurisdiction of the Commission having a value in 
excess of $50,000 within the meaning and subject to the requirements of Sec- 
tion 203 of the Federal Power Act. 

(4) By the proposed transaction Tapoco will merge or consolidate its facilities 
subject to the jurisdiction of the Commission with those of other persons within 
the meaning and subject to the requirements of Section 203 of the Act. 

(5) The proposed transactions will be consistent with the public interest as 
expressed in the Federal Power Act. 

(6) The proposed acquisition of 1,500 shares of the capital stock of Tapoco 
by Carolina and of the facilities referred to above by Tapoco, by virtue of Sec- 
tions 3 and 9 (b) (1) thereof, respectively, are exempt from the requirements 
of Securities and Exchange Commission approval under the Public Utility 
Holding Company Act and are, therefore, not exempt from the requirements of 
Section 203 of the Federal Power Act by virtue of Section 318 thereof. 

The Commission orders: 

(A) The proposed acquisition of the capital stock of Tapoco by Carolina, 
the disposition of facilities by Carolina and Nantahala, and the merger or 
consolidation of such facilities with those of Tapoco, all as described above, be 
and the same hereby are authorized and approved upon the terms and conditions 
set forth in the applications, subject to the provisions of this order. 
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(B) This authorization shall expire unless acted upon within 60 days after 
the issuance of this order. 


(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimates or determinations of costs which may come before 
this Commission or any other regulatory body. 


Order denying intervention and rejecting notice of intervention 
Lexia Buchanan, et al. 
Docket No. G-3864 
July 1, 1955 


Petitions seeking leave to intervene in this proceeding were filed as follows: 


Petitioner Date filed 
The Brooklyn Union Gas Company 1955 


Long Island Lighting Company 1955 
Public Service Electric and Gas Company June 6, 1955 
Consolidated Edison Company of New York, Inc. ~------------- June 7, 1955 


Also, a notice of intervention was filed herein on May 25, 1955, by The Public 
Service Commission of the State of New York. 

This proceeding came on for hearing before a Presiding Examiner on June 14, 
1955, pursuant to a notice of hearing issued by the Secretary of the Commission 
on May 11, 1955. Each of the above petitioners participated in the hearing and 
were permitted to make statements of position pending Commission disposition 
of their petition and notice. 

In their petitions, The Brooklyn Union Gas Company (Brooklyn Union) and 
Long Island Lighting Company (Long Island) stated that they are opposed to 
so-called favored nations, price redetermination, and similar price escalation 
clauses in gas purchase contracts between Lexia Buchanan, et al., Applicant 
herein, and Tennessee Gas Transmission Company and that they believe the 
inclusion and continuance of such clauses in gas producer contracts to be against 
the public interest. Such petitioners state that the basic issue before this Com- 
mission in a producer certificate case, such as this, is whether the service 
proposed is in the public interest, and that it appears to such petitioners that 
such a determination cannot be made without a decision being made as to 
whether the terms and conditions of the contract under which the service is to 
be rendered is in the public interest. Petitioners contend that contracts con- 
taining so-called favored nations, price redetermination, and similar price escala- 
tion clauses should not be the basis for the granting of certificates of public 
convenience and necessity unless provision is made in the Commission’s order 
granting the certificate for the elimination of such clauses. 

In its petition, Consolidated Edison Company of New York, Inc. (Consolidated 
Edison) asserted that the contracts between Applicant and Tennessee Gas Trans- 
mission Company contain certain automatic price increase clauses, including 
favored nation, price redetermination and periodic fixed price increase clauses. 
Consolidated Edison submitted that such automatic price increase clauses are 
not in the public interest. 

At the hearing, the Public Service Commission of the State of New York 
(New York Commission) stated that it is not opposed to the service to be con- 
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tinued by Applicant herein, but asserted that it. objected to the issuance of a 
certificate of public convenience and necessity so long as there existed in the 
underlying contracts of the Applicant automatic price increase clauses. Brook- 
lyn Union and Long Island, in substance, reasserted the contentions and claims 
advanced in their petitions seeking leave to intervene. Public Service Electric 
and Gas Company said it objected to the issuance of a certificate to Applicant. 
A similar view was expressed by Consolidated Edison. 

During the course of the hearing, petitioners adverted to their efforts to seek 
intervention in numerous certificate cases involving producer certificate applica- 
tions, stating that they were permitted to intervene in some cases, denied in 
others. Reference was also made to an order of the Commission issued June 10, 
1955, denying intervention to certain petitioners (some of whom are petitioners 
here) in the proceeding Jn the Matter of Rio Bravo Oil Company, Docket Nos. 
G-3685, et al. The Rio Bravo case is an independent producer certificate case, 
such as this. Petitioners indicated that our order in the Rio Bravo case creates 
doubt as to whether it is proper for them to seek intervention in producer cer- 
tificate cases. 

We do not construe our action in the Rio Bravo case as marking any new 
departure. However, in the interest of orderly administration of the Natural 
Gas Act, particularly our administration of applications filed by independent 
producers of natural gas for certificates of public convenience and necessity, 
we wish to make clear our views upon petitions to intervene of the kind now 
before us, viz, petitions raising questions concerning the inclusion of automatic 
price increase clauses in producer contracts, in certificate cases where the Ap- 
plicant merely wishes authorization to continue service being rendered on 
June 7, 1954, and pursuant to a filed rate schedule. 

As can be noted from the application, the Applicant here seeks authority to 
sell natural gas produced from the Heyser Field, Calhoun County, Texas, and 
the Seven Sisters Field, Duval County, Texas, to Tennessee Gas Transmission 
Company ; from the North Pettus-Burnell Field, Texas, Karnes, Bee, and Goliad 
Counties, Texas to the United Gas Pipe Line Company; and from the Alice 
Field, Jim Wells County, Texas, to The Altex Corporation, all for transportation 
in interstate commerce for resale. The authorization sought herein covers sales 
of natural gas which were being made on June 7, 1954. 

Each of these sales is made pursuant to a rate schedule on file with the Com- 
mission, open to public inspection, and which has become effective pursuant to 
the provisions of Section 4 (d) of the Natural Gas Act, and the Rules and 
Regulations of the Commission thereunder. Applicant now renders the service 
for which it seeks certificate authorization under the following Lexia Buchanan, 
et al FPC Gas Rate Schedules: 


Rate schedule designation | Filed | Effective 


hiancebiihaettane 
FPC Gas Rate Schedule No. 2, Supplement No. 1 10-1-54 91-54 
Seven Sisters ..--.-----.-+| FPC Gas Rate Schedule No. 1, Supplement No. 2..| 10-1-54 11-1-54 
North Pettus-Burnell.........| FPC Gas Rate Schedule No. 3, Supplement No. 1._| 10-1-54 9-1-54 
FPC Gas Rate Schedule No. 4, Supplement No. 2._| 10-1-54 9-1-54 


The rate set forth in each of the foregoing rate schedules is the legal rate. It 
is the only rate which Lexia Buchanan, et al, may charge. It is the only rate 
which the purchasers may pay. Under the provision of Section 4 (d) of the 
Natural Gas Act, Applicant is prevented from increasing or changing such rates 
or rate schedules except after thirty days’ notice to the Commission and to the 
public. This is the only way which a natural-gas company may initiate a change 
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in a filed rate schedule. Section 5 (a) of the Natural Gas Act, which relates to 
investigations and hearings into existing rates, prevides the only machinery by 
which inquiry into rates presently effective, demanded, observed, or collected 
may be made. But there is no authority in the Natural Gas Act which permits 
the changing of a filed rate through a condition in a certificate of public con- 
veniénce and necessity authorizing the continuation of natural-gas service as 
petitioners would have us do. Since we are without power to grant the relief 
requested by the petitioners, and since this is not the proper proceeding to 
raise the issues posed by petitioners, we shall deny their intervention herein. 

Upon considerations of the petitions seeking leave to intervene and the notice 
of intervention, together with the statements made by such petitioners upon the 
record in support of their petitions and notice, the Commission finds: 

None of the petitioners has demonstrated that its participation in this proceed- 
ing may be in the public interest or would serve a useful purpose. 

The Commission orders: 

(A) The petitions seeking leave to intervene herein filed by The Brooklyn 
Union Gas Company, Long Island Lighting Company, Public Service Electric 
and Gas Company, and Consolidated Edison Company of New York, Inc., be 
and the same hereby are denied. F 

(B) The notice of intervention filed by The Public Service Commission of the 
State of New York is and the same is hereby rejected. 


Findings and order issuing certificate of public convenience 
and necessity and permitting abandonment of facilities 


Cities Service Gas Co. 
Docket Nos. G—8571 and G—8572 
July 1, 1955 


Cities Service Gas Company (Applicant), a Delaware corporation with its 
principal place of business in Oklahoma City, Oklahoma, filed applications on 
March 14, 1955, in the above-entitled matters, for certificates of public convenience 
and necessity, pursuant to Section 7 of the Natural Gas Act, authorizing Ap- 
Plicant to abandon and remove certain facilities and to construct and operate 
in lieu thereof new facilities as hereinafter described, subject to the jurisdiction 
of the Commission, all as more fully represented in the applications which are 
on file with the Commission and open for public inspection. 

Applicant in its application in Docket No. G—8571 proposes to: 

(1) Abandon and remove approximately 6.5 miles of 85-inch transmission 
pipeline and construct and operate in lieu thereof a like amount of 12%-inch 
pipeline in Johnson County, Missouri; 

(2) Abandon and remove approximately 10 miles of 65-inch transmission 
pipeline and construct and operate in lieu thereof a like amount of 10%-inch 
pipeline in Lafayette County, Missouri; and, 

(3) Construct a 1,350-horsepower compressor station in Cass County, Missouri. 

Applicant proposes in its application in Docket No. G—8572 to: 

(1) Abandon and remove approximately 20 miles of 10%-inch transmission 
pipeline and construct and operate in lieu thereof a like amount of 16-inch pipe- 
line in Lawrence and Newton Counties, Missouri; 

(2) Abandon and remove approximately 1.28 miles of 16-inch transmission 
pipeline and construct and operate in lieu thereof a like amount of 30-inch 
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pipeline; abandon and remove approximately 0.25 miles of 16-inch transmission 
line and install in lieu thereof a like amount of 44-inch pipeline; 

(3) Abandon and remove 3.15 miles of 16-inch line; and, 

(4) Construct and operate 0.5 miles of 20-inch and 0.5 miles of 16-inch pipe- 
line. 

Items (2), (3), and (4) of Docket No. G-8572 are portions of the so-called 
“inside Glavin Station” system, Johnson County, Kansas, used to serve the 
Kansas City area, while item (1) of that docket is on the Saginaw-Springfield 
system of Applicant. 

Applicant states that the proposed abandonment, replacement, and new con- 
struction are required to meet the increasing demands of its presently existing 
utility customers except the so-called “inside Glavin Station” proposal. The 
latter, Applicant states, is required because of deterioration of the existing 
facilities due to age and to promote safety in the highly congested area. 

The total out-of-pocket cost for both projects is estimated to be $1,685,900, to be 
paid for out of treasury cash. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 21, 1955, respecting the matters involved in and the issues presented by 
the applications. No petition to intervene or protest to the granting of the 
application has been received. Staff Counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.80 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 

The Commission jinds: 

(1) Applicant, a Delaware corporation having its principal place of business 
in Oklahoma City, Oklahoma, is a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission in its order 
entered on December 28, 1943, on Docket No. G—298, 4 F. P. C. 471. 

(2) The facilities heretofore described which Applicant proposes to abandon 
and remove are used in the transportation of natural gas in interstate commerce 
as integral parts of Applicant’s existing pipeline system, subject to the jurisdic- 
tion of the Commission, and Applicant’s proposed change in use of a part of such 
facilities and its proposed removal and salvage of the rest will constitute abandon- 
ment subject to the requirements of Section 7 (b) of the Natural Gas Act. 

(3) The facilities to be constructed, as hereinbefore described, are proposed 
to be used in transportation of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Applicant’s existing pipe- 
line system, and the construction and operation thereof by Applicant are subject 
to the requirements, of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(5) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) The proposed abandonment heretofore described is permitted by the 
public convenience and necessity, and an order authorizing and approving the 
same should be issued. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and 
(5) of Section 157.20 of the Commission’s Rules and Regulations, including the 
Rules of Practice and Procedure (18 CFR 157.20) should attach to the cer- 
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tificate hereinafter issued, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this 
order shall be completed and such facilities shall be in actual operation should 
be fixed at four months from the date on which this order issues. 

(8) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and. Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in its applications in this proceeding, for 
the transportation of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) of Section 157.20 of 
the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (2) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure is hereby fixed at 4 months 
from the date on which this order issues . 

(D) Applicant be and it is hereby granted permission and approval to abandon 
and remove certain facilities, all as described in its applications herein. 


Declaration of exemption 
Permian Oil and Gas Co. 
Docket No. G—8710 
July 1, 1955 


Permian Oil and Gas Company (Applicant) filed an application on April 1, 
1955, for exemption from the provisions of the Natural Gas Act, pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is an Ohio corporation, engaged in the production, transporta- 
tion, distribution, and sale of natural gas in the State of Ohio. 

(2) Applicant obtains its natural gas from local production and by purchase 
from Texas Eastern Transmission Corporation at a point within the State of 
Ohio. 

(3) All natural gas produced and received by Applicant is ultimately con- 
sumed within the State of Ohio, and all of its facilities are located within the 
said State. 

(4) The Public Utilities Commission of Ohio has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 
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Permian Oil and Gas Company is exempt from the provisions of the Natural 
Gas Act, and the orders, rules and regulations of the Commission issued pur- 
suant thereto. 


Declaration of exemption 
Missouri Power & Light Co. 
Docket No. G-8886 
July 1, 1955 


Missouri Power & Light Company (Applicant) filed an application on May 11, 
1955, for exemption from the provisions of the Natural Gas Act pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is a Missouri corporation, engaged in the transportation, dis- 
tribution and sale of natural gas in the State of Missouri. 

(2) Applicant purchases interstate natural gas from Panhandle Eastern Pipe 
Line Company at a point within the State of Missouri. 

(3) All natural gas received by Applicant is ultimately consumed within the 
State of Missouri, and all of its facilities are loaded within the said State. 

(4) The Public Service Commission of the State of Missouri has certified to 
the Federal Power Commission that it has and is exercising regulatory juris- 
diction over the rates, service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Missouri Power & Light Company is exempt from the provisions of the 
Natural Gas Act, and the orders, rules and regulations of this Commission issued 
pursuant thereto. 


Declaration of exemption 
Missouri Edison Co. 
Docket No. G-8918 

July 1, 1955 


Missouri Edison Company (Applicant) filed an application on May 18, 1955, 
for exemption from the provisions of the Natural Gas Act pursuant to Section 1 
(c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is a Missouri corporation, engaged in the transportation, dis- 
tribution and sale of natural gas in the State of Missouri. 

(2) Applicant purchases interstate natural gas from Panhandle Eastern Pipe 
Line Company at a point within the State of Missouri. 

(3) All natural gas received by Applicant is ultimately consumed within the 
State of Missouri, and all of its facilities are located within the said State. 

(4) The Public Service Commission of the State of Missouri has certified to 
the Federal Power Commission that it has and is exercising regulatory juris- 
diction over the rates, service and facilities of Applicant. 
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Wherefore, the Commission declares, by reason of the foregoing: 

Missouri Edison Company is exempt from the provisions of the Natural Gas 
Act, and the orders, rules and regulations of this Commission issued pursuant 
thereto. 


Declaration of exemption 
Bowling Green Gas Co. 
Docket No. G-8924 
July 1, 1955 


Bowling Green Gas Company (Applicant) filed an application on May 19, 
1955, for exemption from the provisions of the Natural Gas Act pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is a Missouri corporation, engaged in the transportation, dis- 
tribution and sale of natural gas in the State of Missouri. 

(2). Applicant purchases interstate natural gas from Panhandle Eastern Pipe 
Line Company at a point within the State of Missouri. 

(3) All natural gas received by Applicant is ultimately consumed within the 
State of Missouri, and all of its facilities are located within the said State. 

(4) The Public Service Commission of the State of Missouri has certified to 
the Federal Power Commission that it has and is exercising regulatory jurisdic- 
tion over the rates, service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Bowling Green Gas Company is exempt from the provisions of the Natural 
Gas Act, and the orders, rules and regulations of the Commission issued pursuant 
thereto. 


Order amending order issuing certificate of public convenience and necessity 
Texas Eastern Transmission Corp. 
Docket No. G—2503 
July 1, 1955 


Texas Eastern Transmission Corporation (Texas Eastern), on June 24, 1955, 
filed a petition to amend the certificate of public convenience and necessity 
granted in the above entitled proceedings by the Commission’s Order accom- 
panying Opinion No. 282, issued June 24, 1955, 14 F. P. C. 38. By said order 
Texas Eastern was granted permission to abandon its Little Inch pipeline, and 
authorized to construct and operate certain new facilities to replace the capacity 
of said Little Inch pipeline. 

The petition requests that said order be amended to authorize Texas Eastern to 
construct a 30-inch pipeline between Beaumont, Texas, and Kosciusko, Mississippi, 
instead of the 24-inch pipeline authorized ; to eliminate two compressor stations 
authorized; and to make various changes in the type of compressor facilities 
or amount of horsepower authorized in certain other compressor stations. All 
such changes are specifically described in said petition to amend. 
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Attached to and made a part of the petition to amend are verified exhibits 
establishing that there will be no change in the quantities of gas to be delivered 
as a result of the proposed changes in facilities, that the proposed changes are 
estimated to cost approximately $1,000,000 less than had been estimated for the 
authorized facilities, and that the resulting cost of service is estimated to be 
approximately $350,000 less per annum than would be the case if the authorized 
facilities were constructed and operated. The petition recited that Texas East- 
ern’s cost estimates for the proposed facilities are in fact firm figures for the 
major part of the costs involved, inasmuch as it has been able to secure firm 
commitments for all of the major equipment and for the cost of constructing the 
pipeline. Texas Eastern further represents that its cost of construction will be 
less if it is able to construct its pipeline during the summer construction season 
than if such construction should be delayed until the advent of rainy weather 
in the fall. It is clear that this would be the case, and that it is appropriate 
and in the public interest that we act in such manner as to permit the construc- 
tion to be accomplished as promptly as possible in order that the consumer 
may have the benefit of the lowest possible rate base. 

On June 27, 1955, all customers of Texas Eastern who intervened in the 
above docket sent telegraphic notice to the Commission that they approved the 
amendment proposed by Texas Eastern, and they urged that we act as promptly 
as possible for the reasons stated above. 

Only three intervenors in this docket opposed the issuance of the certificate 
granted by us by the Order issued June 24, 1955; each of these three based 
their opposition on Texas Eastern’s request for permission to abandon the Little 
Inch pipeline. The issue having been disposed of by us in our previous order, 
it is clear that they have no substantive rights which could be affected adversely 
by an order permitting Texas Eastern to modify the facilities necessary to replace 
the capacity of the Little Inch. Their asserted interest was in whether any 
facilities should be constructed to replace the Little Inch, and not in which 
facilities should be constructed to replace the Little Inch. 

Texas Eastern’s customers having already expressed concurrance in Texas 
Eastern’s request, it is apparent that under the circumstances the public interest 
will best be served by our immediate issuance of an order to permit Texas 
Eastern to commence construction at the earliest possible date. 

* * * Tn such circumstances, we have power, and we have frequently 
exercised it, to authorize amendments pursuant to the provisions of § 16 of 
the act, 15 USCA § 7170, without formal publication of notice and without 
formal hearing. [In re Permian Basin Pipeline Company, Docket No. 
G-—1928, order issued November 27, 1953, 12 F. P. C. 1406, 3 PUR (8rd) 304.] 

The Commission further finds: 

(1) It is in the public interest and it is necessary and appropriate to carry 
out the provisions of the Natural Gas Act to amend the order of the Commission 
accompanying Opinion No. 282, issued June 24, 1955. 

(2) The modification of facilities as proposed by Texas Eastern is required by 
the public convenience and necessity, and the certificate issued by our order 
of June 24, 1955, should be amended as hereinafter ordered. 

The Commission orders: 

The certificate of public convenience and necessity issued to Texas Eastern 
Transmission Corporation by our order of June 24, 1955, is hereby amended 
to authorize Texas Eastern to construct and operate the facilities particularly 
described in its petition to amend. All other terms and conditions of our order 
of June 24, 1955, issuing said certificate shall remain in full force and effect. 

































ORDERS 
Findings and order of the Commission 
Central Maine Power Co. 
Docket No. E-6610 


July 5, 1955 






On March 14, 1955, Central Maine Power Company, of Augusta, Maine (here- 
inafter referred to as “declarant”), filed a declaration of intention under the 
provisions of Section 23 (b) of the Federal Power Act (16 U. S. C. 817), to re- 
develop the existing Bar Mills hydroelectric project, located 14.8 miles above 
tidewater and about 19 miles upstream from the mouth of the Saco River in 
the Towns of Buxton and Hollis in York County, Maine. 

Declarant proposes to redevelop the existing project by lowering the crest of 
the present dam by 1.5 feet and installing hinged flashboards in place of the 
pin type flashboards, thus increasing the effective height of the dam approxi- 
mately 1.25 feet to El. 148.5 (USGS Datum), and by replacing the hydroelectric 
station located on the westerly side of the river containing 4 units of 400 Kw 
each with a total discharge capacity of about 900 cubic feet per second, with a 
new concrete and steel station to contain 2 units with a rated capacity of 2,000 
Kw each and having a total discharge capacity of about 3,000 cfs. The pro- 
posed installed capacity of 4,000 Kw in 2 units will be the ultimate capacity 
of the project. The present gross head will be increased from 20.25 feet to 
21.5 feet. Approximate pond area will be about 50 acres with practically no 
storage or pondage capacity. 

By letter dated March 23, 1955, the declarant was advised that the Commission 
would interpose no objection to its proceeding with construction and the placing 
of orders for equipment at declarant’s risk pending Commission action on the 
declaration of intention. 

Public notice of the filing of the declaration of intention has been given and 
the Governor, the Public Utilities Commission, and the Department of Inland 
Fisheries and Game of the State of Maine were notified of the filing of the 
declaration. 7 

The information and data contained herein relating to use of the river for 
navigation were obtained principally from histories of the Saco River area 
written between the years 1830 and 1938. 

The Saco River rises in the White Mountains of New Hampshire at an eleva- 
tion of about 1,900 feet and flows in a southeasterly direction to tidewater at 
the Towns of Saco and Biddeford, about 15 miles southwest of Portland. The 
total length of the river is about 105 miles, about 81 miles being in Maine and 
the remainder in New Hampshire. The length of the basin is about 70 miles and 
the maximum width about 45 miles. The total drainage area is 1,730 square 
miles, of which 830 are in Maine and 900 in New Hampshire. 

By Act of Congress approved March 2, 1827 (4 Stat. 228-229), a sum not 
exceeding $7,000 was appropriated for the erection of piers, placing of beacons 
or buoys, and removing obstructions at and near the harbor of Saco in the 
State of Maine. 

A hundred years ago the tidewater town of Biddeford, Maine, located on the 
right bank of the Saco River about four and one-half miles above the river 
mouth, was a port of export for forest products. The Town of Saco, Maine, 
was situated directly across the river on the left bank. Factory Island, con- 
taining lumber mills, was located between these two towns. Logs came down 
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the river from its upper waters, from at least as far upstream as Conway, New 
Hampshire (83 miles above tidewater), to the scene of Maine’s earlier lumber 
industry. 

Logs were cut and put in the river at Fryeburg, Maine (about 79 miles above 
the Town of Saco), for a number of years. 

In the 1760’s and 1770’s batteaux were used to carry supplies from Biddeford 
to Fryeburg. For instance, in 1767 batteaux carrying eight or nine barrels, 
carried molasses, grain, and mill iron from Biddeford and Saco. to Fryeburg, 
which supplies were paid for with beaver and sable skins, and the skins were 
disposed of to European vessels which frequented the coast. 

In 1786 the Commonwealth abated the taxes levied on Fryeburg in an amount 
of 200 pounds to cover flood damage, the schedule of the damage showing 
153 masts 17 to 34 inches in diameter carried out to sea besides logs, boards 
and lumber valued at 105 pounds. 

For more than 29 years in succession after 1833 logs were cut and floated 
down the river from Buxton (about 14.8 miles upstream from Saco) and an 
extensive. business in the manufacture of lumber was carried on for many years 
after 1849 at a sawmill at Bar Mills (14.8 miles upstream from Saco). Lumber 
was also rafted down the river from Buxton for shipment to other ports as 
early as 1745 until at least 1876. 

In 1827, 21 million feet of lumber wefe sawed along the river and the greater 
part was carried to Boston, Providence, and New York. 

The Commission jinds: 

(1). The Saco River from its mouth upstream at least to Conway, New Hamp- 
shire, about 83 miles above tidewater, was used for many years for the move- 
ment of loose logs in interstate or foreign commerce and the river was similarly 
used by supply-carrying batteaux between its mouth and Fryeburg, Maine, about 
79 miles above tidewater. In addition, the river was used to float rafted lumber 
downstream from Buxton, about 14.8 miles above tidewater. 

(2) The Saco River from its mouth upstream at least to Conway, New 
Hampshire, is a navigable water of the United States. 

(3) The interests of interstate or foreign commerce would be affected by the 
construction and operation of applicant’s proposed redeveloped project. 

(4) Construction, and operation of the proposed redeveloped project would 
not affect any public lands or reservations of the United: States. 

The Commission orders: 

Central Maine Power Company shall within 90.days from the date of issuance 
of this order apply for a license under the provisions of the Federal Power Act 


to. authorize the construction, operation, and maintenance of the proposed re- 
developed project. 


Commissioner Connole not participating. 


Findings and order issuing certificate of public convenience and necessity 


Texas Eastern Transmission Corp. and Transcontinental Gas Pipeline Corp. 


Docket No. G-4610 
July 5, 1955 


Texas Eastern Transmission Corporation (Texas. Eastern), a Delaware cor- 
poration having its principal place of business in Shreveport, Louisiana, and 
Transcontinental Gas Pipeline Corporation (Transcontinental), a Delaware cor- 





ORDERS 841 


poration having its principal place of business in Houston, Texas, filed a joint 
application on November 1, 1954, for a certificate of public convenience and neces- 
sity authorizing the joint Applicants to render natural gas service as herein- 
after described, subject to the jurisdiction of the Commission, all as more fully 
described in the application. 

Texas Eastern and Transcontinental propose an exchange of natural gas, 
at their convenience, by mutual dispatching arrangements, at the following 
existing points of interconnection between their systems: 

(A) Through deliveries to Texas Eastern’s and Transcontinental’s common 
customers, to-wit: Philadelphia Electric Company, The Philadelphia Gas Works 
Division of United Gas Improvement Company, and Public Service Electric and 
Gas Company of New Jersey. 

(B) Where Texas Eastern’s 20-inch South Philadelphia lateral crosses Trans- 
continental’s 20-inch Marcus Hook lateral in Pennsylvania (otherwise designated 
by Transcontinental as the Glenlock Interchange). 

(C) Where Texas Eastern’s 12-inch Skippack lateral crosses Transcontinental’s 
80-inch main line in Montgomery County, Pennsylvania. 

(D) Where Texas Eastern’s two 12-inch Staten Island laterals cross Trans- 
continental’s 30-inch main line in New Jersey (otherwise designated as Trans- 
eontinental’s Linden Station). 

(E) Where Transcontinental’s 30-inch main transmission line crosses Texas 
Eastern’s 20-inch main transmission line near Milepost No. 25 on the Texas 
Eastern Transmission line in the H. T. & B. R. R. Co. Survey 7 in Newton 
County, Texas. 

Redeliveries in like volumes are to be made within a 60-day period under 
the terms of an agreement dated April 28, 1954. In the event of delivery or 
redelivery through a common customer, the total volume delivered or returned 
to such customer will not exceed the total contracted demands that Texas Eastern 
and Transcontinental are obligated to serve such customer. 

The proposed authorization would relieve Applicants of the necessity of de- 
termining whether a contemplated exchange of gas constitutes an emergency 
operation permitted under the certificate of public convenience and necessity 
issued in Docket No. G—1792. 

The service to be rendered requires no construction or acquisition of facilities 
by either Applicant. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 21, 22, and 27, 1955, respecting-the matters involved in and the issues pre- 
sented. by the application. No protests, to the application have been received. 

Applicants have also requested waiver of Section, 154.22 of the Commission’s 
Rules and Regulations and, under Section 154.51, an effective date for the agree- 
ment as of the date of issuance of the certificate authorization. 

The Commission finds: 

(1) Applicant, Texas Eastern, is a Delaware corporation with its principal 
place of business in Shreveport, Louisiana: It owns and operates a natural-gas 
transmission system in several states and is engaged in the transportation and 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption subject to the jurisdiction of the Commission, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order of October 10, 1947, in Docket No. 
G-880, 6 F. P. C. 148. 

(2) Applicant, Transcontinental, is a Delaware corporation with its principal 
place of business in Houston, Texas. It owns and operates a natural-gas trans- 
mission system in several states and. is engaged in the transportation and sale 
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of natural gas in interstate commerce for resale for ultimate public consumption 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its orders issued May 29, 1948, and November 18, 1948, in 
Docket Nos. G-704 and G-1143, 7 F. P. C. 24 and 7 F. P. C. 139. 

(3) The service hereinbefore described constitutes transportation and sale 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and such service is subject to the requirements of subsections (c) and 
(e) of Section 7 of the Natural Gas Act. 

(4) Texas Eastern and Transcontinental are able and willing properly to do 
the acts and to perform the service proposed, and to conform to the provisions 
of the Natural Gas Act, and requirements, rules, and regulations of the Com- 
mission thereunder. 

(5) The proposed service hereinbefore described is required by the public 
convenience and necessity, and a certificate therefor should be issued as here- 
inafter ordered and conditioned. 

(6) 4 request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) 
of said Rules. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1) and (5) of Section 157.20 of the Com- 
mission’s Rules of Practice and Procedure (18 CFR 157.20) should attach to 
the issuance of the certificate as hereinafter ordered and to the exercise of the 
rights granted thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Texas Eastern and Transcontinental to transport and ex- 
change natural gas, subject to the jurisdiction of the Commission, as hereinbefore 
described and upon the terms and conditions of this order. 

(B) The request for waiver of Section 154.22 of the Commission’s General 
Rules and Regulations is hereby granted and the effective date of the exchange 
agreement is hereby made the date of issuance of this order. 

(C) This certificate shall be accepted in writing and under oath by re- 
sponsible officials of the Applicants and the general terms and conditions set forth 
in paragraphs (1) and (5) of Section 157.20 of the Commission’s Rules of 
Practice and Procedure shall attach to the issuance of the certificate granted 
in paragraph (a) hereof, and to the exercise of the rights granted thereunder. 


Order confirming and approving rates and charges 


United States Department of the Interior, Southeastern Power Administration, 
John H. Kerr Project and Philpott Project 


Docket Nos. E-6586, E-6523 
July 5, 1955 


Pursuant to the Flood Control Act of 1944 (58 Stat. 887) the Assistant 
Secretary of the Interior on behalf of Southeastern Power Administration 
(SEPA) on October 29, 1954, submitted proposed rates and charges for the 
‘sale of power produced at the John H. Kerr Project located on the Roanoke 











ORDERS 843 


River in the State of Virginia and the Philpott Project located on the Smith 
River in the State of Virginia. Supplemental data was filed March 17 and 
May 27, 1955, and revision of the proposed rates was filed June 1, 1955. Con- 
current approval of the rates for both projects is requested inasmuch as they 
are considered to be integrated both operationally and financially. 

The entire output of the Kerr Project (204,000 kw installed capacity) is 
presently being delivered to the Virginia Electric and Power Company (Vepco). 
Part of the delivery (up to 56,300 kw) is sold as firm power to Vepco, and part 
(up to 60,000 kw) is sold on a contract demand basis to cooperatives who re- 
ceive the service from Vepco system for the account of SEPA. One-third of the 
output of the project is reserved for sale in North Carolina. The contract for 
this one-third is still being negotiated and when completed will be submitted 
to the Commission for rate approval. In the meantime the one-third is tem- 
porarily being sold to Vepco as dump energy. 

The proposed rates for the Kerr Project, for which approval is requested, 
consist of (1) a standard Wholesale Firm Power Rate Schedule K-—A-1, ap- 
plicable to public bodies and cooperatives within a 150-mile radius of the Kerr 
Project purchasing power in wholesale quantities and served by Vepco from 
its system for the account of SEPA, and (2) certain sections of the contract 
with Vepco, dated August 8, 1952, and specified by Interior in its filing of 
June 1, 1955, as relating to rates, charges and service conditions covering the 
sale of power to Vepco. 

The proposed Wholesale Firm Power Rate Schedule K-A-1 provides for 
monthly demand charge of $0.90 per kw and energy charge of 4.5 mills per kwh. 
The minimum bill is the demand charge. The billing demand for any month 
shall be the higher of (1) the sum of the highest 30-minute integrated measured 
demands for the month at each point of delivery, exclusive of abnormal non- 
recurring demands due to emergency conditions or causes reasonably beyond 
the customer’s control; (2) 75% of the highest such sum of such measured 
demands occurring during any of the preceding eleven months, or (3) 75% of 
the contract demand. 

The contract with Vepco provides for the sale and purchase of various classes 
of power and energy by either party to the other, and for transmission and 
transfer service by Vepco. SEPA will deliver to Vepco two-thirds of the de- 
pendable and non-dependable capacity of the Kerr Project. Vepco will transfer 
a portion, up to 60,000 kw of the dependable capacity it receives to qualified 
SEPA customers. The remainder of such dependable capacity received by 
Vepco is retained by Vepco for its own use. Certain obligations are specified 
as to the quantities of energy to be delivered by SEPA and to be taken by 
Vepco. The contract also provides for the sale of dump energy by SEPA and 
the use of generating units at the project as condensers by Vepco. In addition, 
provision is made for Vepco to (a) transmit energy to SEPA’s customers and 
(b) to supply deficiencies in energy required to firm up service to SEPA 
customers served through Vepco’s system. The rates for these services are as 
follows: 


Deliveries by SEPA: 
Demand Charges: 
Dependable capacity .....-..- $0.90 per kw per month. 
Non-dependable capacity ~__-- $10,416.67 per month, less an adjustment 
in the event the reservoir rule curve 
is scaled below a minimum elevation 
of 290 feet. 
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Energy charges: 
Energy accompanying 


SES RIT, ctanttiircdmmmwiipiodin 4.5 mills per kwh. 
TI MN a cneninceeehicciacaesai cies 3.0 mills per kwh. 
Charge for condenser operation ~ __- $5.00 per hour per unit. 


SEPA will pay the following charges to Vepco: 
For energy furnished by Vepco to firm up power delivered to SEPA cus- 


tomers : 
On-Peak energy ~~-.----~---- Average production cost plus % mill 
per kwh. 
Off-Peak energy ~........-._- Average fuel cost per kwh. 
For transmitting power and energy to SEPA customers Vepco will receive: 
Zone 1 (100 miles radius) _._.. 1.0 mill per kwh. 
Zone 2 (150 miles radius) --_.. 1.75 mill per kwh. 


The pay-out study submitted by SEPA for the Kerr Project is on the basis 
of the application of the above rates and charges to the entire output of the 
project, including the one-third reserved for sale in North Carolina. 

The rates and charges for the power developed at the Philpott Project (14,000 
kw installed capacity) are contained in an interim contract dated June 1, 1953 
with Appalachian Electric Power Company (Appalachian) for the sale of power 
and energy pending completion of the negotiation of a long-term agreement 
between the parties. 

The proposed rates for Philpott power contained in the interim contract are 
$1.05 per kw per month and 3.5 mills per kwh for firm power; $0.50 per month 
per kw for non-firm capacity and 2 mills per kwh for dump energy. There is 
a charge of $1.00 per hour per unit if the generating units are operated as 
condensers for Appalachian (the units are smaller at Philpott than at Kerr, 
and the charge for condenser operation is likewise smaller). 

The Commission has heretofore granted short-term approval of the temporary 
rates contained in the interim contract with Appalachian pending submittal of 
permanent rates for the Philpott Project. The last of such short-term approval 
expires June 30, 1955. 

SEPA states that the combined maximum capacity of the Kerr and Philpott 
Projects will not be realized until (1) The Roanoke Rapids Project } downstream 
from the Kerr Project is completed and (2) the operations of the Philpott and 
Kerr Projects are fully integrated. 

Based upon the application of the proposed rates to the full capacity of the 
projects, it appears that the cost of producing and transmitting the electric 
energy, including the amortization of the capital investment allocated to power, 
will be recovered within a period of 50 years.? 

Notice of the proposed rates and charges was sent to interested State officials 
and published in the Federal Register on December 1, 1954 (19 FR 7911), 
stating that any person desiring to make comments or suggestions for the Com- 
mission’s consideration with respect thereto should submit the same on or 
before December 31, 1954. No comments or suggestions have been received. 

The Commission finds: 

It is appropriate for the purposes of the Flood Control Act of 1944 that the 
proposed rates for the Kerr Project, consisting of (1) the Wholesale Firm 


1 This project is being privately constructed by Vepco pursuant to a license from the 
Federal Power Commission (Preject No. 2009) and is scheduled for completion by 
December 1955. 

2 The Commission has consistently tested the reasonableness of the rates charged for 
energy generated at Federal projects on the basis of a 50-year amortization period. 
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Power Rate Schedule K—A-1, applicable to public bodies and cooperatives within 
a 150-mile radius of the Kerr Project purchasing power in wholesale quantities 
and served by Vepco from its system for the account of SEPA and (2) specified 
sections of the contract with Vepco dated August 8, 1952, relating to rates, 
charges and service conditions covering the sale of power to Vepco, be con- 
firmed and approved for a period of 5 years beginning with the date of the 
issuance of this order, and that the rates and charges for the sale of power 
developed at the Philpott Project contained in an interim contract dated June 1, 
1953, with Appalachian be approved pending the submittal of permanent rates 
for this project, but in no event longer than 5 years from the date of the 
issuance of this order. 

The Commission orders: 

(A) The rates and charges of the Southeastern Power Administration for 
sale of power developed at the Kerr Project consisting of its Wholesale Firm 
Power Rate Schedule K—A-1 and the rates and charges contained in the contract 
with Vepco dated August 8, 1952, all as referred to above be and they are hereby 
confirmed and approved for a period of 5 years beginning with the date of the 
issuance of this order. 

(B) The rates and charges of the Southeastern Power Administration for the 
sale of power developed at the Philpott Project contained in the interim contract 
with Appalachian dated June 1, 1953, referred to above, be and they are hereby 
confirmed and approved pending the submittal of permanent rates for this 
project but in no event for a period longer than 5 years beginning with the date 
of the issuance of this order. 


Order rescinding prior order and permitting withdrawal of applications 
and F. P. C. gas rate schedules 


Humble Oil & Refining Co. 


Docket Nos. G-3085 through G-3088, G-3090 through G-3099, 
G-3120 through G-3122, G-6282, and G-6753 through G-6761 


July 6, 1955 


Humble Oil & Refining Company (Humble), on April 7, 1955, filed a petition,? 
pursuant to Sections 4, 7, and 16 of the Natural Gas Act, for modification of 
certain actions of the Commission prior to and subsequent to March 10, 1956, 
as hereinafter described, all as more fully represented in the petition. 

Certificates of public convenience and necessity were issued to Humble at 
Docket Nos. G—3085 through G-3088, G-3090 through G-3099, and G-3120 through 
G-3122 by order issued December 15, 1954. In each of these cases Humble has 
a non-operating working interest in the gas production. The gas is sold by the 
operator to the various purchasers. 

At Docket Nos. G-6282 and G—6753 through G-6761 Humble requested cer- 
tificate authority to sell gas to various pipeline companies. In these instances 
Humble owns non-operating interests in the leases and the gas is sold pursuant 
to a contract between operator and purchaser. By letters dated January 20, 
1955, and February 1, 1955, the Commission rejected this group of applications 


1 By amendment of such petition filed June 8, 1955, Humble deleted therefrom all 
references to Docket No. G-3089 and the associated FPC Gas Rate Schedule No. 57 which 
had been inadvertently included therein. 
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because Humble was not a party to the sales contracts. By order issued 
March 10, 1955, the Commission rejected Humble’s request for rehearing at 
Docket Nos. G-6753, et al. 

The subject petition was filed by Humble as a result of the March 10, 1955, 
14 F. P. C. 592, order at Docket No. G-6753, et al., requesting: 

(1) That the Commission rescind its “Findings and Order Issuing Certificates 
of Public Convenience and Necessity,” issued at Docket Nos. G-3085 through 
G-3088 ; G-3090 through G-3099; and G-3120 through G-3122. 

(2) Cancellation of the certificates issued to Humble in the dockets men- 
tioned in (1). 

(3) Withdrawal from the Commission’s files and return to Humble all ap- 
plications and related papers submitted in Docket Nos. G-3085 through G-3088, 
G-3090 through G-—3099, G-3120 through G-3122, G-6282, and G-6753 through 
G-6761. 

(4) That the Commission rescind letters of acceptance for filing Humble’s 
FPC Gas Rate Schedules relating to the subject applications for certificates. 

(5) Cancellation of Humble’s FPC Gas Rate Schedules relating to the subject 
applications for certificates. 

(6) Withdrawal from the Commission’s files and return to Humble all docu- 
ments submitted by Humble in the form of rate filings relating to the subject 
applications for certificates. 

The Commission finds: 

It is necessary and appropriate in carrying out the provisions of the Natural 
Gas Act and the Commission’s Order No. 174-B that the petition herein be 
granted as hereinafter ordered and conditioned. 

The Commission orders: 

(A) The Commission’s “Findings and Order Issuing Certificates of Public 
Convenience and Necessity,” issued on December 15, 1954, at Docket Nos. G—3085 
through G-—3088, G-3090 through G-3099, and G-3120 through G-3122 be and 
the same is hereby rescinded. 

(B) Humble is hereby permitted to withdraw its applications in Docket 
Nos. G-6282, and G-6753 through G-6761. 

(C) Humble is hereby permitted to withdraw any and all FPC Gas Rate 
Schedules and rate filings relating to the applications filed in Docket Nos. G-3085 
through G-3088, G-3090 through G-3099, G-3120 through G-3122, G-6282 and 
G-6753 through G-6761. 

(D) The issuance of this order is without prejudice to any findings or orders 
which have been or may hereafter be made by the Commission in any proceeding 
now pending or hereinafter instituted by or against the Commission. 


Order authorizing disposition of certain facilities 
and merger or consolidation of those facilities 


Gulf States Utilities Co. and Central Louisiana Electric Co., Inc. 
Docket No. E-6622 
July 8, 1955 


Gulf States Utilities Company (Gulf), incorporated under the laws of the 
State of Texas and qualified to do business as a foreign corporation in the State 
of Louisiana, with its principal place of business in Beaumont, Texas, filed an 
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application on May 2, 1955, as amended May 9, 1955, for authorization, pursuant 
to Section 203 of the Federal Power Act, to dispose of certain of its facilities 
which the Central Louisiana Electric Company, Inc. (Central) proposes to 
acquire and merge or consolidate with other of its facilities. Central, incor- 
porated under the laws of the State of Louisiana with its principal place of 
business in Alexandria, Louisiana, filed a joinder in Gulf’s application on 
May 16, 1955. 

The facilities which Gulf proposes to dispose of consist of a 69-kv, 3-phase 
transmission line approximately 28 miles in length extending between DeQuincy, 
Louisiana, and DeRidder, Louisiana ; and a 69-ky-34.5-kv-2.4-kv substation located 
in DeRidder, Louisiana, including certain metering equipment and a 2.4-kv, 
3-phase underground service approximately 300 feet in length making connection 
with generating facilities owned by the Long Bell Lumber Company. The sub- 
station, described in the application as Gulf’s DeRidder Switching Station, is 
the DeRidder, Louisiana, terminal point of the portion of 69-kv transmission 
line to be acquired by Central. 

Central proposes to pay Gulf an aggregate of $350,899 for the properties to 
be acquired, which amount is stated to be equivalent to their depreciated 
original cost. According to the application the original cost of the facilities to 
be transferred was $393,694. The amount of Gulf’s current reserve for deprecia- 
tion applicable thereto is reported to be $14,530. However, this amount is 
stated in the application to be deficient by $28,265. To correct this stated de- 
ficiency Gulf proposes to charge an amount of $28,265 to Account 503 at the 
time of transfer of the facilities to Central. Upon acquisition Central proposes 
to record the properties at their original cost of $393,694 and as having an ap- 
plicable reserve for depreciation of $42,795. 

At present the facilities to be transferred are utilized by Gulf in rendering 
wholesale electric service to Central and the Beauregard Electric Cooperative, 
Ine. (Beauregard), at or near DeRidder, Louisiana. Gulf currently supplies 
the energy needs of Central in and around DeRidder, Louisiana, with energy 
delivered to the latter at the DeRidder Switching Station of Gulf. Energy 
needs of Beauregard are currently supplied by Gulf from the 69-kv line to be 
sold to Central by means of a 69-kv tap line, substation and metering equipment 
located adjacent to the aforesaid DeRidder Switching Station. 

Following the proposed transfer Central will obtain energy for its DeRidder, 
Louisiana, service area from transmission facilities of Gulf in the vicinity of 
DeQuincy, Louisiana, and thereafter transmit such energy over the 69-kv line 
which it presently seeks to acquire. Also, Central will wheel over that line the 
amounts of energy needed by Gulf in rendering service to Beauregard in the 
vicinity of DeRidder, Louisiana. Central will render such wheeling service 
until the expiration of existing contractual arrangements with Gulf on Novem- 
ber 30, 1959, pursuant to which Central’s present energy purchases are made. 
In addition to purchasing energy for its DeRidder, Louisiana, service area 
Central also purchases the energy needs of its DeQuincy, Louisiana, service area 
from Gulf. Central proposes thereafter to take over the service to Beauregard 
and in that event to purchase the facilities which are then utilized by Gulf to 
render such service. As previously noted the facilities presently used include 
a 69-kv tap line, substation and metering equipment located adjacent to Gulf’s 
DeRidder Switching Station. As compensation for such wheeling service Gulf 
will pay Central at an annual rate of $23,700. In the event that Central is, for 
any reason, unable to take over service to Beauregard as presently contemplated, 
Central will supply Beauregard’s energy needs in the DeRidder, Louisiana, area 
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for the account of Gulf until July 1, 1965, that date being the termination date 
of Gulf’s existing contractual obligations to render such service. 

The application states that upon the expiration of the existing contractual 
arrangements between Gulf and Central, previously referred to, Central will 
disconnect from Gulf’s system at DeQuincy, Louisiana, and will commence 
furnishing its own energy in its DeQuincy and DeRidder, Louisiana, service 
areas. Through the proposed acquisition, Central expects to be able to integrate 
its DeQuincy and DeRidder, Louisiana, service areas without unnecessary dupli- 
cation of facilities. 

Written notice of the application has been given to the Railroad Commission 
of Texas and to the Public Service Commission of Louisiana and to the Governor 
of each of those States. Notice was also published in the Federal Register on 
May 11, 1955 (20 F. R. 3209), stating that any person desiring to be heard or 
to make any protest with reference to the application should file a petition or 
protest on or before the 25th day of May 1955, with the Federal Power Com- 
mission, Washington 25, D. C. No protest or petition or request to be heard 
in opposition to the granting of the application has been received. 

The Commission finds: 

(1) Gulf is a corporation organized and existing under the laws of the State 
of Texas. It owns and operates facilities, among others, for the transmission 
and sale at wholesale of electric energy which is transmitted between the States 
of Texas and Louisiana and consumed at points outside of the State in which 
generated, which facilities are in addition to and do not include facilities used 
for the generation of electric energy, facilities used in local distribution or 
only for the transmission of electric energy in intrastate commerce, or facilities 
for the transmission of electric energy consumed wholly by the transmitter, and 
Gulf is, therefore, a public utility within the meaning of that term as used in 
Section 203 of the Federal Power Act. 

(2) Central is a corporation organized and existing under the laws of the 
State of Louisiana. It owns and operates facilities, among others, for the 
transmission and sale at wholesale of electric energy which is consumed in 
Louisiana and generated at a point outside thereof, which facilities are in addi- 
tion to and do not include facilities used for the generation of electric energy, 
facilities used in local distribution or only for the transmission of electric energy 
in intrastate commerce, or facilities for the transmission of electric energy 
consumed wholly by the transmitter, and Central is, therefore, a public utility 
within the meaning of that term as used in Section 203 of the Federal Power Act. 

(3) By the proposed transaction Gulf will dispose of a portion of its facilities 
subject to the jurisdiction of this Commission which have a value in excess of 
$50,000, and Central in acquiring such facilities will merge or consolidate its 
facilities subject to the jurisdiction of the Commission with those of Gulf, 
another person all within the meaning and subject to the requirements of Sec- 
tion 203 of the Federal Power Act. 

(4) The proposed disposition of facilities by Gulf and the proposed acquisition 
and merger or consolidation of such facilities by Central, all as described above, 
will be consistent with the public interest as described in Section 208 of the 
Federal Power Act. 

(5) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The disposition of facilities by Gulf and the acquisition and merger or 
consolidation of such facilities by Central, all as described above, be and the 
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same hereby are authorized and approved upon the terms and conditions set 
forth in the application of Gulf as joined in by Central, subject to the provisions 
of tkis order. 

(B) This authorization shall expire unless the transactions hereby authorized 
and approved are consummated within 90 days from the issuance of this order. 

(C) Nothing herein contained shall be construed as constituting authorization 
or approval for the disposition by Gulf or the acquisition and merger or con- 
solidation by Central of any facilities of Gulf which Central may hereafter 
purchase in the event that Gulf hereafter assigns to Central its (Gulf’s) com- 
mitment to serve Beauregard under the aforementioned agreement terminating 
July 1, 1965. 

(D) The foregoing authorization and approval shall be without prejudice to 
the authority of this Commission, or any other regulatory body with respect 
to rates, service, accounts, valuations, estimates, or determinations of cost, or 
any other matter whatsoever which may come before this Commission or any 
other regulatory body, and nothing in this order shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted. 

Chairman Kuykendall not participating. 


Declaration of exemption 
Associated Natural Gas Co. 
Docket No. G-8895 
July 8, 1955 


Associated Natural Gas Company (Applicant) filed an application on May 9, 
1955, for exemption from the provisions of the Natural Gas Act pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is a Delaware corporation, engaged in the transportation, dis- 
tribution and sale of natural gas in the State of Missouri. 

(2) Applicant purchases interstate natural gas from Texas Eastern Trans- 
mission Corporation and Texas-Illinois Natural Gas Company at points of 
connection within the State of Missouri. 

(3) All natural gas received by Applicant is ultimately consumed within the 
State of Missouri, and all of its facilities are located within the said State. 

(4) The Public Service Commission of the State of Missouri has certified to 
the Federal Power Commission that it has and is exercising regulatory juris- 
diction over the rates, service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Associated Natural Gas Company is exempt from the provisions of the Natural 
Gas Act and the orders, rules and regulations of this Commission issued 
pursuant thereto. 

Chairman Kuykendall not participating. 
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Findings and order issuing certificate of public convenience and necessity 
and authorizing abandonment of facilities 


Colorado-Wyoming Gas Co. 
Docket No. G-8690 
July 11, 1955 


Colorado-Wyoming Gas Company (Applicant) with a principal office in Denver, 
Colorado, filed on March 30, 1955, an application and a supplement thereto on 
May 11, 1955, for (a) a certificate of public convenience and necessity pursuant 
to Section 7 of the Natural Gas Act, authorizing Applicant to construct and 
operate natural gas facilities and render service as hereafter described, and 


(b) permission and approval to abandon and remove facilities subject to the 
jurisdiction of the Commission. 
The facilities are as follows: 


I. Construction and Operation 


(1) 9.5 miles of 16-inch gas pipeline from a point on Applicant’s Mesa-Boulder 
line to Thornton in the suburbs of Denver, Colorado; (2) 4 miles of 12-inch gas 
pipeline to connect the line described in (1) above at Thornton to its North 
Westminster lateral in the suburbs of Denver, Colorado; (3) 2.5 miles of 4-inch 
gas pipeline (Sheridan Boulevard branch line) to connect North Westminster 
with Westminster in the suburbs of Denver, Colorado; (4) 3 miles of 8-inch 
line looping the existing Boulder lateral, including a new meter station for 
Boulder, Colorado; (5) 400 feet of 4-inch lateral line looping the existing 
Loveland, Colorado, lateral; (6) a new meter station near West 38th Avenue 
and Youngfield in the suburbs of Denver, Colorado; (7) 10 new group meter 
stations to replace farm taps in the Boulder, Fort Collins and Denver areas. 


II. Facilities to be Abandoned 


West Loveland meter station and 3,400 feet of 6-inch pipeline forming part 
of its system near Thornton, Colorado. 


III. New Points of Connection with Colorado Interstate Gas Company 


(1) About 11 miles south of Cheyenne, Wyoming, on Applicant’s 16-inch main 
line, and (2) About 4 miles west of Greeley, Colorado, on its 8-inch main line, 
each requiring approximately 1,000 feet of 16-inch and 10-inch pipeline, re- 
spectively, and appurtenances to connect with Colorado Interstate’s facilities 
authorized in Docket No. G—2121. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 6, 1955, respecting the matters involved in and the issues presented by the 
application and supplement thereto. No protests to the application have been 
received. Staff counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and the Commission render a decision herein 
pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 

The record shows that the facilities for which authorization is sought are to be 
used principally to serve Public Service Company of Colorado, parent of Ap- 
plicant, in those areas being presently served by that company and to provide 
Applicant with greater flexibility in its operations for service to all its other 
customers. In this connection Applicant shows that the north and west fringe 
areas of Denver, and the Boulder and Fort Collins areas are growing rapidly, 
necessitating increased capacity to meet their demands for gas. The following 
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tabulation shows the extent to which it is estimated the loads of Applicant's prin- 
cipal customers will increase: 


Annual requirements (Mef at 14.73 psia) 


Estimated 
Actual, 
1954 
1956 


Cheyenne Light Fuel & Power 2, 187, 768 q 


5, , 800, 
Greeley Gas Company 1, 545, 047 ; 


, 004, 


Public Service Company of Colorado 6, 368, 643 , 11 
Rocky Mountain Natural Gas Company... 3, 651 
EET SEINE, oo dctncccbcdesdatunsdesetd 6, 642, 887 
Public authorities 879, 909 
Company use, lost and unaccounted for | 32, 956 | 88, 500 | 


» 


58, 36 
» £08, 


| 
| 
, | , 797 


| 
31, 08 
341, 
0, | 
rs 


ist 
11 


Total requirements 17, 660, 861 19, 120,713 | 23,202,349 | 28, 589,605 
Peak day requirements at 0°F (Mef at 14.73 psia) 


| Estimated 
A ctual, 
1953-54 } 
1955-56 1958-59 


Cheyenne Light Fuel & Power 7 | 3,77 , 555 | 16, 985 
Greeley Gas Company ; 5, 00£ 5, | 17, 875 
Public Service Company of Colorado...._.- 

Rocky Mountain Natural Gas Company 

Womens uanetnie so 3 0825. ok ke 
Public authorities (not firm) | | 
Company use, lost and unaccounted for > 1, 403 | 


I i ncmieenihicania iinet ‘ 92, 565 103, 333 147, 325 
Colorado-W yoming system load factor (percent) 66. 56. 6 61.5 





The estimated capital cost of the proposed facilities is $581,115, which Ap- 
plicant proposes to finance by borrowing from its parent, Public Service Com- 
pany of Colorado, or from banks. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
in Denver, Colorado, owns and operates, among other facilities, a natural gas 
transmission pipeline system in the States of Colorado and Wyoming, and by 
such operations Applicant is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption, subject 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order of June 5, 1945, in Docket No. G—285, 4 F. P. C. 938. 

(2) The facilities described in paragraph I and paragraph III above are to 
be used in the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as integral parts of Applicant’s 
existing pipeline system, and the construction and operation thereof by Ap- 
plicant are subject to the requirements of subsections (c) and (e) of Section 7 
of the Natural Gas Act, as amended. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission there- 
under. 

(4) The proposed construction and operation of the facilities and the con- 
nections described in paragraph I and III above by Applicant are required by 
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public convenience and necessity and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(5) The facilities described in paragraph II above and proposed to be aban- 
doned are used in the transportation and sale of natural gas in interstate com- 
merce, subject to the jurisdiction of this Commission as integral parts of 
Applicant’s existing pipeline system, and the abandonment thereof by Applicant 
is subject to the requirements of subsection (b) of Section 7 of the Natural 
Gas Act, as amended. 

(6) Public convenience and necessity permit the abandonment of the facilities 
described in paragraph II above as proposed by the Applicant. 

(7) A request during the public hearing by Staff Counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant te Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate facilities for the 
transportation and sale of natural gas, all as more fully described in its ap- 
plication in this proceeding, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (iii), (8) (iv), and (5) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure shall attach to the issuance of 
the certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) Permission and approval be and is hereby granted Applicant to abandon 
the facilities described hereinabove. 

(D) The facilities hereby authorized shall be constructed and placed in 
actual operation by July 15, 1956. 

Chairman Kuykendall not participating. 


Findings and order permitting and approving abandonment of facilities 
Hope Natural Gas Co. 
Docket No. G—8783 
July 11, 1955 


Hope Natural Gas Company (Applicant), a West Virginia corporation with 
its principal place of business in Clarksburg, West Virginia, filed on April 21, 
1955, an applicaticn, pursuant to Section 7 (b) of the Natural Gas Act, for 
authority to abandon facilities as hereinafter described, subject to the jurisdic- 
tion of the Commission, all as more fully represented in the application which 
is on file with the Commission and open for public inspection. 

Applicant has two compressor units totaling 1,770 horsepower at its Camden 
Station and 540 horsepower at its Turner Station. Applicant proposes to abandon 
the Camden Station completely and one 180 horsepower unit in the Turner 


Station. The abandoned facilities will be returned to the warehouse or sold 
for junk. 
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Applicant states that abandonment of such facilities is required because: 

(1) Local gas supplies pumped by these units are nearly exhausted. 

(2) The small quantity of remaining gas can be handled by other existing 
facilities. 

(3) The abandonment will eliminate operating and maintenance cost on these 
facilities and will not result in any curtailment of service. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 29, 1955, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the ap- 
plication has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a de- 
cision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 

The Commission jfinds: 

(1) Hope Natural Gas Company, a West Virgina corporation with its prin- 
cipal place of business in Clarksburg, West Virginia, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of April 27, 1943, in Docket No. G—290, 3 F. P. C. 994. 

(2) The facilities proposed to be abandoned, as described herein, are used 
for the transportation and sale of natural gas in interstate commerce, subject to 
the Commission, and the abandonment of such facilities are subject to the re- 
quirements of Section 7 (b) of the Natural Gas Act. 

(3). The proposed abandonment of facilities by Applicant is required by the 
public convenience and necessity, and authorization and approval therefor should 
be granted as hereinafter ordered. 

(4) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission's 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
{c) (1) of said Rules. 

The Commission orders: 

(A) Hope Natural Gas Company be and hereby is granted permission and 
approval to abandon the facilities described herein, subject to the jurisdiction 
of the Commission, as more fully represented in the application in Docket No. 
G-8783. 

(B) Applicant shall report to the Commission, in writing and under oath, 
the date on which such facilities are abandoned within 30 days after the 
completion of such abandonment. 

Chairman Kuykendall not participating. 


Findings and order issuing certificate of public convenience and necessity 


Hope Natural Gas Co. 
Docket No. G—8782 
July 12, 1955 


Hope Natural Gas Company (Applicant), a West Virginia corporation with 
its principal place of business in Clarksburg, West Virginia, filed an application 
on April 21, 1955, for a certificate of public convenience and necessity, pursuant 
to Section 7 of the Natural Gas Act, authorizing Applicant to construct and 
operate a 180-horsepower gas engine compressor unit at its Lee Station, Jackson 
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County, West Virginia, as hereinafter described, subject to the jurisdiction of 
the Commission, all as more fully represented in the application, which is on 
file with the Commission and open to public inspection. 

Applicant was authorized in Docket No. G-567 to construct and operate a 
1,000 horsepower engine and four low-stage compressors, comprising its Lee 
Station, for the purpose of taking natural gas from the Jackson County pro- 
ducing area. 

Applicant states that the presently existing facilities at Lee Station are also 
being used to relay gas from its Cornwell Station to Parkersburg, West Virginia, 
in order to make gas available for peak demands at Parkersburg several days 
of the winter months. This necessitates shutting in the Jackson County pro- 
ducing area during that period. Such operation, Applicant submits, will in- 
crease each year as the Parkersburg market continues to grow. Applicant 
contends that, as a result of decline in production in the area, the existing fa- 
cilities, when pumping field gas, are only partially loaded, thereby causing 
low engine efficiency and high operating costs. 

Applicant states that the facilities proposed in the instant application will 
enable it to: 

(1) Operate the 180-horsepower unit throughout the year to pump field gas 
produced in the Jackson County area and permit the existing facilities to be 
operated for the sole purpose of relaying gas from the Cornwell Station to 
Parkersburg. 

(2) Attain greater engine efficiency at Lee Station and increase the supply 
of gas to Parkersburg on cold days. The estimated cost of the proposed facilities 
is $39,000, which will be paid from cash on hand. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 29, 1955, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff Counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.80 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 

The Commission jinds: 

(1) Hope Natural Gas Company, a West Virginia corporation with its prin- 
cipal place of business in Clarksburg, West Virginia, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of April 27, 1948, in Docket No. G-290 (3 F. P. C. 994). 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts proposed in said 
application and to conform to the requirements, rules, and regulations of the 
Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (8) (iii), (8) (iv), and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure [18 CFR 
157.20] should attach to the certificate hereinafter issued, and to the exercise 
of the rights granted thereunder, and that the time within which construction 
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of facilities authorized by this order shall be completed and in actual operation 
should be fixed at two (2) months from the date on which this order issues. 

(6) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Hope Natural Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application 
and exhibits appended thereto in this proceeding for the purposes therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and condi- 
tions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general Terms and conditions set forth 
in paragraphs (1), (2), (3) (iii), (3) (iv), and (5) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure shall attach to the issuance of 
the certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in operation, as provided by paragraph (2) of Section 157.20 
of the Commission’s Rules of Practice and Procedure, is hereby fixed at two 
(2) months from the date on which this order issues. 

Chairman Kuykendall not participating. 


Order modifying order issuing certificate of public convenience and necessity 
Southern Natural Gas Co. 
Docket No. G-1907 
July 12, 1955 


On May 23, 1955, Southern Natural Gas Company (Applicant) filed a petition 
to modify the order of the Commission issued May 4, 1953, 12 F. P. C. 516, 
affirming and modifying the initial decision of the Presiding Examiner issuing 
a certificate of public convenience and necessity in this proceeding. 

Applicant seeks to modify Paragraph (A) (5) (a) and (b) of the Commission 
order issued May 4, 1953, which provided that Applicant file Rate Schedules P-2 
and I-2 applicable to the proposed service to Southeast Alabama Gas District 
(Gas District) with rate levels therein specified. Applicant states that Gas 
District will be ready to commence receiving service on or about August 1, 
1955, but that by order issued May 19, 1955, in Docket No. G-—4264, Applicant 
was directed to file its Third Revised Volume No. 1 of its FPC Gas Tariff, 
which does not contain Rate Schedules P-2 and I-2, but which does have a 
Rate Schedule CD-2 available to purchasers in the zone in which the Gas 
District will receive delivery of gas. The rate level of CD-2 is different from 
the rate level provided in P-2 and I-2 by said order issued May 4, 1953. 

Applicant further seeks to modify Paragraph (C) of the Presiding Examiner’s 
decision issued February 18, 1953, as affirmed by Commission order issued May 4, 
1953, which authorized service to the community of McDonough, Georgia. Ap- 
plicant states that Atlanta Gas Light Company has obtained a franchise to 
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distribute natural gas in McDonough, so that it seeks authority to make the 
sale to Atlanta Gas Light Company. 

The petition to modify has been served on all parties. By telegram dated 
June 16, 1955, Gas District has agreed to the petition to modify. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate to carry out 
the provisions of the Natural Gas Act to modify, as hereinafter provided, the 
order of the Commission issued May 4, 1953, modifying and affirming the initial 
decision of the Presiding Examiner issuing a certificate of public convenience 
and necessity in this proceeding. 

The Commission orders: 

(A) Paragraph (A) (5) (a) and (b) of the order issued May 4, 1953 in this 
proceeding shall read as follows: 

(5) (a) Applicant shall serve the Southeast Alabama Gas District under 
its applicable FPC Gas Tariff and form of service agreement on file with 
the Commission, presently known as Southern Natural’s FPC Gas Tariff 
Third Revised Volume No. 1, Rate Schedule CD-2. 

(B) Paragraph (C) of the Presiding Examiner’s decision issued February 18, 
1953, as affirmed and modified by the Commission’s order issued May 4, 1953, 
in this proceeding be, and the same is hereby modified to authorize Applicant 
to serve Atlanta Gas Light Company for distribution in McDonough, Georgia. 

(C) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and 
necessity issued in this proceeding, except as herein and heretofore modified 
or amended, shall remain in full force and effect. 

Chairman Kuykendall not participating. 


Order issuing new license (minor) 
Pacific American Fisheries, Inc, 
Project No. 1082 
July 12, 1955 


Application was filed November 22, 1954, by Pacific American Fisheries, Inc., 
of Bellingham, Washington, for a new license under the Federal Power Act 
(hereinafter referred to as the Act) for constructed minor Project No. 1082, 
located on Linkum Creek, a tributary to Kasaan Bay, in the First Judicial 
Division on Prince of Wales Island near the town of Kasaan, Territory of 
Alaska, and affecting lands of the United States within Tongass National 
Forest. 

The original license for the project, which was issued July 21, 19380, to Booth 
Fisheries Company for a period of 25 years, and was subsequently transferred 
to the applicant herein, expires on July 20, 1955. 

The project as presently constructed consists of: 

(a) All lands constituting the project area and enclosed by a project boundary 
or the limits of which are otherwise defined. 

(b) Project structures, comprising a reinforced concrete diversion dam 7 feet 
high and 16 feet long across Linkum Creek; a wood and steel pipeline 10 inches 
to 6 inches in diameter and 3,456 feet long; a 2,000-gallon intake tank; and a 
power plant with 3 water wheels having 15-inch, 18-inch, and 24-inch diameters, 
respectively, with an approximate aggregate capacity of 22 horsepower, installed 
in the applicant’s cannery building. 
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(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
and all rights and interests, the possession of which is necessary or appropriate 
in the maintenance and operation of the project. 


which project area and project works are more specifically shown and described 
by a certain exhibit forming part of the application for license and which is 
designated and described as: 

Echibit F: (FPC No. 1082-2) A map in one sheet, signed by Archie W. 
Shiels, President, on February 11, 1937. 

The Secretary of the Interior has reported that the issuance of a new license 
for the project as hereinafter provided would not adversely affect the interests 
of the Department of the Interior. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Tongass National Forest, has reported favorably on the 
application and recommends that the new license be granted provided it in- 
cludes the standard provisions for the protection and utilization of national 
forest land and resources as hereinafter provided. 

The Department of Fisheries and the Game Commission of the Territory of 
Alaska were invited to report on the application. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
Delaware; is authorized to do business within the Territory of Alaska; and 
has submitted satisfactory evidence of compliance with the requirements of all 
applicable Territorial laws insofar as necessary to effect the purposes of a new 
license for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the. issuance 
of a new license therefor, as hereinafter provided, affect the development of 
any water resources for public purposes which should be undertaken by the 
United States. 

(4) The issuance of a new license for the project as hereinafter provided 
will not interfere or be inconsistent with the purposes for which the Tongass 
National Forest was created or acquired. 

(5) The project occupies an approximate equivalent of 6.4 acres of lands of 
the United States. 

(6) The amount of annual charges to be paid by the licensee under the new 
license for the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act and for recompensing it for the use, occupancy, 
and enjoyment of its lands is reasonable as hereinafter fixed and specified. 

(7) The installed capacity of the project is less than 100 horsepower and the 
energy generated is used in the applicant’s cannery for both domestic and in- 
dustrial use during the fish canning season. 

(8) The exhibit described and designated in the third paragraph of this 
order conforms to the Commission’s rules and regulations. 

(9) It will be in the public interest to waive the terms and conditions con- 
tained in the following sections of Part I of the Act: 

Sections 4 (b), except the second sentence thereof; 4 (e) insofar as it 
relates to approval of plans by the Chief of Engineers and the Secretary 
of the Army and to public notice; 6, insofar as it relates to public notice and 
to the acceptance and expression in the license of terms and conditions of 
the Act which are hereinafter waived; 10 (a); 10 (c), insofar as it relates 
to depreciation reserves; 10 (d) ; 10 (f) ; 11; 12; 14, except insofar as the 
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power of condemnation is reserved; 15; 18, except insofar as it relates to 
fishways; 19; 20; 22; and 23 (a), insofar as it relates to the determination 
of fair value. 

The Commission orders: 

(A) This new license is issued to Pacific American Fisheries, Inc., of Belling- 
ham, Washington, under Sections 4 (e) and 15 of the Act for a period of 10 vears, 
effective as of July 21, 1955, for the operation and maintenance of constructed 
minor Project No. 1082 affecting lands of the United States within the Tongass 
National Forest, subject to the terms and conditions of the Act, which is hereby 
incorporated by reference as a part of this license (except that the terms and 
conditions of Part I of the Act referred to in finding (9) above are waived to 
the extent therein specified), and subject to such rules and regulations as the 
Commission has issued or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-7, December 15, 1953, entitled “Terms and Conditions of License for 
Minor Project Affecting Lands of the United States,” 17 F. P. C. 486, which 
terms and conditions are attached hereto and made a part hereof, and subject 
to the following special condition set forth herein as an additional article: 

Article 15. The Licensee shall pay to the United States the following 
annual charges: 

(i) For the purpose of reimbursing it for the costs of administration of 
Part I of the Act, $5.00; and 

(ii) For the purpose of recompensing it for the use, occupancy, and en- 
joyment of its lands, $6.40. 

(C) Exhibit F (FPC No. 1082-2) is approved as part of this new license. 

(D) This order shall become final 30 days from the date of its issuance unless 


application for rehearing shall be filed as provided by Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
for the Licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 

Chairman Kuykendall not participating. 


Order permitting amortization of charges associated with refunded bonds 
under balance sheet accounts instruction 6-E 


Jersey Central Power & Light Co. 
Docket No. E-6627 
July 14, 1955 


Jersey Central Power & Light Company (Applicant), incorporated in New 
Jersey with its principal place of business in Asbury Park, New Jersey, filed an 
application on May 26, 1955, for permission under balance sheet accounts in- 
struction 6-E of the Commission’s Uniform System of Accounts Prescribed for 
Public Utilities and Licensees to amortize charges associated with the refunding 
of $8,500,000 principal amount First Mortgage Bonds, 4% Series due April 1, 
1983, over a period subsequent to the redemption date thereof indicated to be 
May 25, 1955. 

The charges associated with the refunding, in the net amount of $327,705, are 
composed of a redemption premium of $413,100 and duplicate interest of $7,556 
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less unamortized issue premium in the amount of $92,951. Applicant proposes 
to dispose of the net amount of $327,705 by a charge to income of an amount 
equal to the reduction of Applicant’s 1955 Federal income tax, arising from the 
refunding transaction, which reduction is estimated to be $160,700, and amortiza- 
tion of the remainder over a period of 7 years and 9 months by charges to Ac- 
count 531, Amortization of Debt Discount and Expense, commencing June 1, 
1955, in annual amounts of $21,660, equal approximately to the net annual 
interest saving arising from the refunding. 

Applicant, a subsidiary of a registered holding company, states that the re- 
demption of the 1983 Series Bonds was accomplished through the use of a 
portion of the proceeds obtained from its issuance and sale on May 10, 1955, of 
$20,000,000 principal amount, of first mortgage bonds 314% series due 1985. The 
Applicant states that the issuance of these bonds was authorized by order of 
the Securities and Exchange Commission dated May 3, 1955, which provides, 
in part, that: 

* * * nothing herein contained shall be deemed to constitute approval or 
disapproval of the accounting treatment in respect of the proposed trans- 
actions. 

By letter dated June 17, 1955, the Board of Public Utility Commissioners of 
the State of New Jersey stated that it had authorized Applicant to treat the 
expenses associated with the redemption of the 1983 Series Bonds substantially 
in the manner indicated above. 

The Commission jinds: 

(1) Applicant is a public utility within the meaning of Part II of the Federal 
Power Act as set forth in prior Commission orders and is subject to the re- 
quirements of the Commission's Uniform System of Accounts. With respect to 
the accounting for the refunding transaction referred to-above, Applicant is not 
subject to any requirement of the Public Utility Holding Company Act of 
1935 or of any rule, regulation or order thereunder, and hence is not exempt 
under Section 318 of the Federal Power Act from the requirements of balance 
sheet accounts instruction 6-E of the Commission’s Uniform System of Accounts. 

(2) Good and sufficient cause has been shown for this Commission to permit 
exemption, as hereinafter provided, from the provisions of balance sheet accounts 
instruction 6-E of the Commission’s Uniform System of Accounts. 

The Commission orders: 

(A) Amortization of charges associated with Applicant’s refunded 1983 Series 
Bonds over a period subsequent to the date of redemption thereof, all as de- 
scribed above, is hereby permitted in the manner hereinafter set forth; provided, 
however, the Applicant may, if it chooses, accelerate the amortization thereof: 

(a) By a debit effective not later than July 1955 to Account 531, Amortization 
of Debt Discount and Expense, of an amount equal to the reduction in Applicant’s 
1955 Federal income taxes, resulting from the refunding transaction, estimated 
to amount to $160,700. 

(b) By equal monthly debits to Account 531, Amortization of Debt Discount 
and Expense, over a period estimated at 7 years and 9 months, commencing 
June 1, 1955, of amounts equal to the net monthly reduction in interest resulting 
from the refunding transaction, estimated by the Applicant to amount to $21,660 
per annum. 

(B) The permission granted herein is for accounting purposes only, and shall 
not be construed as a finding with respect to the reasonableness of such 
amortization charges, should such issue arise in any proceeding affecting the 
rates, charges, practices, rules, regulations, or operations or tariffs of the Ap- 
plicant. 
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Order affirming ruling of presiding examiner and denying appeal 
Tennessee Gas Transmission Co. 
Docket No. G-5259 
July 14, 1955 


On June 22, 1955, the Presiding Examiner certified to the Commission, pursuant 
to Section 1.28 of the Commission’s Rules of Practice and Procedure (18 CFR 
1.28), an appeal by counsel for Hope Natural Gas Company, The East Ohio Gas 
Company, Peoples Natural Gas Company, and New York State Natural Gas 
Company from a ruling made by the Presiding Examiner on June 16, 1955, 
during the course of hearing in this proceeding (T. 284). Numerous interveners 
joined in the appeal. In substance, the Presiding Examiner ruled that the rea- 
sonableness of the increased rates and charges of producer-suppliers for natural 
gas sold to Tennessee Gas Transmission Company (Tennessee) was not a proper 
issue in this proceeding, where such increased rates and charges (a) resulted 
from the operation of various escalation provisions in the contracts between 
Tennessee and such producer-suppliers and (b) such increases in rates were 
duly filed as rate schedule supplements and permitted to become effective 
pursuant to the provisions of the Natural Gas Act (T. 273-78). 

This proceeding concerns the lawfulness of the increased rates and charges 
proposed by Tennessee in its filing of November 3, 1954, the use of which was 
suspended until December 15, 1954, by order issued November 26, 1954, and 
until such further time as such rates and charges might become effective in the 
manner prescribed by the Natural Gas Act. By order issued December 28, 1954, 
the increased rates and charges filed by Tennessee were allowed to become ef- 
fective on December 15, 1954, subject to a satisfactory undertaking to assure 
refund of excess charges found by the Commission to be not justified. Ten- 
nessee proposed to increase its rates and charges by an amount of $8,616,000 
per year, which Tennessee claims is required to compensate it for the increase 
in purchased gas costs. Tennessee has now completed the presentation of its 
direct testimony purporting to support the rate increase sought. Currently the 
hearing is in recess until July 18, 1955. 

The ruling which has been made the subject of appeal involves the action of 
the Presiding Examiner sustaining an objection by counsel for Tennessee to 
questions propounded to a witness concerning the reasonableness of the increased 
rates and charges of the producer-suppliers. The increased rates and charges 
of such producer-suppliers were permitted to become effective, in the main, on 
November 1, 1954, pursuant to changes in rate schedules duly filed under Sec- 
tion 4 (d) of the Natural Gas Act and the Commission’s regulations thereunder. 
The interrogation which led to the objection was pursued by interveners in 
accordance with their stated position in petitions to intervene and in opening 
statements that the producer-suppliers rate increases are not just and reasonable, 
and should not be wholly allowed as part of Tennessee’s cost of service in the 
instant proceeding. 

Upon consideration of the appeal from the ruling of the Presiding Examiner, 
the arguments of counsel, and the contention of the parties set forth in the 
extensive portions of the transcript of record referred to by the Presiding Ex- 
aminer, we find and determine that the ruling of the Presiding Examiner 
sustaining the objection of counsel from Tennessee should be affirmed and the 
appeal therefrom should be denied. 
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There would seem to be no room for argument that in this proceeding we are 
concerned solely with the reasonableness of the increased rates and charges 
proposed by Tennessee, and not with the rates and charges of producer-suppliers 
to Tennessee. We fully understand and appreciate the concern the interveners 
herein express with respect to the rates and charges of the producer-suppliers 
to Tennessee. But neither the Natural Gas Act nor fundamental law provides 
interveners herein a right to test the reasonableness of such rates and charges 
which are in no way at issue in this proceeding. 

The producer-suppliers rates, the reasonableness of which interveners seek 
to probe here, are rates and charges which have become effective pursuant to 
filed rate schedules. The rates set forth in the effective rate schedules are legal 
rates. They represent the only rates which the producer-suppliers to Tennessee 
may charge, and which Tennessee may pay. Such rates being fixed and certain 
cannot now be changed except in proceedings instituted under Section 5 (a) of 
the Natural Gas Act. That section gives the Commission the power, after 
hearing, to determine by order the just and reasonable rates to be thereafter 
observed and in force. 

Clearly, interveners here cannot inquire into the justness and reasonableness 
of the producer-suppliers rates in this proceeding. If such inquiry is desired, 
interveners’ remedy lies elsewhere in the Natural Gas Act and not by a col- 
lateral attack here. For these reasons we shall deny the appeal of the interveners 
as hereindfter ordered. 

The interveners have also requested opportunity for the filing of briefs and 
oral argument before the Commission in support of their appeal. The Com- 
mission is unable to perceive the necessity for oral argument before it or for 
the filing of briefs. Accordingly, we find that oral argument and the filing of 
briefs as requested are unnecessary to a proper determination of the issues 


raised by the appeal, and the request therefore should be denied as hereinafter 
ordered. 


The Commission orders: 

(A) The ruling of the Presiding Examiner made on June 16, 1955, during 
the course of hearing in this proceeding sustaining an objection to questions 
relating to the reasonableness of the rates and charges of producer-suppliers to 
Tennessee Gas Transmission Company, be and the same is hereby affirmed, and 
the appeal from such ruling by interveners herein be and the same is hereby 
denied. 

(B) The request of interveners herein for the filing of briefs and for oral 
argument in support of their appeal be and the same is hereby denied. 

Commissioner Connole not participating. 


Order revising ruling of presiding eraminer 
Tennessee Gas Transmission Co. 
Docket No. G—5259 


July 14, 1955 


On June 22, 1955, the Presiding Examiner certified to the Commission, pur- 
suant to the provisions of Section 1.28 of the Commission’s Rules of Practice 
and Procedure (18 CFR 1.28), an appeal by counsel for Tennessee Gas Trans- 
mission Company (Tennessee) from a ruling made by the Presiding Examiner 
in this proceeding (T. 219). The Presiding Examiner ruled that the party- 
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interveners here would be permitted to make inquiries with respect to a number 
of contracts renegotiated by Tennessee with certain of its producer-suppliers 
for the purchase of natural gas at increased rates although the increased rates 
in such contracts had been duly filed with the Commission as supplements to 
rate schedules and are presently effective rates. For the purpose of his ruling, 
the Presiding Examiner distinguished the increased rates in such renegotiated 
contracts from increased rates resulting from the operation of various escalation 
provisions in other contracts between Tennessee and its producer-suppliers. 
With respect to the latter category, the Presiding Examiner refused to permit 
the party-interveners to inquire into the justness and reasonableness of the 
increased rates, which rates had been duly filed with the Commission and are 
presently effective rates. The Presiding Examiner conceived that the parties 
could inquire, for example, whether the renegotiated contracts providing for the 
purchase of natural gas at increased rates were arrived at as a result of col- 
lusion, rather than by arm’s-length bargaining. 

The ruling which has been made the subject of appeal involves the action of 
the Presiding Examiner overruling an objection by counsel for Tennessee to 
questions propounded to a witness concerning a number of contracts renegotiated 
by Tennessee with certain of its producer-suppliers at increased rates. Counsel 
for Tennessee argued that the questions were indirect inquiries into the reason- 
ableness of the rates and charges of producer-suppliers to Tennessee, which 
increased rates and charges are the duly filed and presently effective rates on 
file with the Commission. On the other hand, the proponent of the question 
urged that it was necessary to inquire whether the renegotiated contracts were 
reasonable from the standpoint of Tennessee, and whether such contracts were 
improvident or unreasonable from the standpoint of Tennessee’s customers. It 
was further contended that, if such renegotiated contracts were improvident, 
the purchased gas costs related to such contracts should be disallowed in 
Tennessee’s cost of service in this proceeding. 

Primarily, it may be noted that no party to this proceeding has suggested that 
such renegotiated contracts were the product of collusion (T. 203). 

Dpon consideration of the appeal from the ruling of the Presiding Examiner, 
arguments of counsel, and the contentions of the parties set forth in the exten- 
sive portions of the transcript of record referred to by the Presiding Examiner, 
we find that the Presiding Examiner should have sustained the objection of 
counsel for Tennessee. 

We have today denied the appeal of party-interveners in this proceeding from 
a ruling of the Presiding Examiner sustaining the objection of counsel for 
Tennessee to questions concerning the reasonableness of increased rates and 
charges of producer-suppliers to Tennessee resulting from the operation of vari- 
ous escalation provisions in the contracts between Tennessee and such producer- 
suppliers, and which increases in rates were duly filed and were the presently 
effective rates on file with the Commission. There is no valid distinction be- 
tween rates made effective under different circumstances. The basic underlying 
fact is that they are presently effective rates in either instance. Such rates may 
not be attacked collaterally. Accordingly, we shall reverse the ruling of the 
Presiding Examiner as hereinafter ordered. 

The Commission orders: 

The ruling of the Presiding Examiner made on June 16, 1955, during the 
course of hearing in this proceeding overruling the objection to questions relat- 
ing to the reasonableness of rates and charges contained in contracts renegotiated 
between Tennessee Gas Transmission Company and certain of its producer- 
suppliers, be and the same is hereby reversed. 

Commissioner Connole not participating. 





ORDERS 
Order authorizing issuance of promissory notes 
Sierra Pacific Power Co. 
Docket No. E-6630 
July 21, 1955 


Sierra Pacific Power Company (Applicant), incorporated in Maine, with its 
principal place of business in Reno, Nevada, by application filed June 13, 1955, 
requested authorization pursuant to Section 204 of the Federal Power Act for 
the issuance of unsecured promissory notes up to but not exceeding $2,200,000 
face amount at any one time outstanding. 

The notes, which will have a maturity not exceeding 12 months from the date 
of original issue or renewal thereof and maturity dates not later than Decem- 
ber 31, 1956, will be issued from time to time to such bank or banks from which 
the Applicant may borrow funds. The notes will bear interest at an annual rate 
not in excess of one-quarter of one percent above the New York prime rate at 
the time of the original issuance or renewal of the loans. No premium, discount, 
fee or expense, except minor counsel fees will be incurred. 

The proceeds from the proposed notes will be used to reimburse the company 
for construction expenditures heretofore made and, together with other cash 
from operations, to carry out the construction program now in progress and 
contemplated in 1956. 

Written notice of the application has been given to the California Public 
Utilities Commission, the Nevada Public Service Commission and to the Gov- 
ernor of each of those States. Notice has also been given by publication in the 
Federal Register on June 22, 1955 (20 F. R. 4879) stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before July 7, 1955. No protest, petition 


or request to be heard in opposition to the granting of the application has been 
received. 


The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of 
Section 204 of the Act, subject to the jurisdiction of the Commission as hereto- 
fore described and set forth in the Commission’s order issued March 26, 1952, in 
Sierra Pacific Power Company, Docket No. E-6412, 11 F. P. C. 910. 

(2) The proposed issuance of promissory notes, described above, will constitute 
an issuance of securities within the purview of Section 204 of the Act. 

(3) The proposed. issuance of promissory notes, described above, will be in 
excess of 5% of the par value of the other securities of Applicant now outstanding 
and therefore will not be exempt by virtue of Section 204 (e) from the require- 
ments of Section 204 (a). 

(4) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of Section 204 (f) of the Act, and the proposed issuance is, therefore, not 
exempt by virtue of that Section from the requirements of Section 204 of the Act. 

(5) The proposed issuance of promissory notes as hereinafter authorized will 
be for a lawful object, within the corporate purposes of Applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance of service by the Applicant as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for such 
purposes. 
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The Commission orders: 

(A) The issuance of the promissory notes as proposed by the Applicant, whether 
an original issue or renewal, in an aggregate principal amount of not in excess 
of $2,200,000 upon the terms and conditions and for the purposes specified in the 
application, hereby is authorized, subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of 
all notes to be issued pursuant thereto, being not later than December 31, 1956. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost which may come before this 
Commission or any other regulatory body. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates. 


Order authorizing transmission of electric energy to Canada 
The Netley Corp. and Niagara-Mohawk Power Corp. 
Docket No. E-6616 
July 22, 1955 


The Netley Corporation (Netley), incorporated under the laws of the Province 
of Ontario, Canada, with its head office at Netley Island, Township of Leeds, 
County of Leeds, Province of Ontario, Canada, by application filed April 14, 
1955, as amended April 21, 1955, requested authorization pursuant to the pro- 
visions of Section 202 (e) of the Federal Power Act, to export electric energy 
from the United States to Canada. Netley has designated Eugene C. Swift, a 
resident of the County of Delaware, Commonwealth of Pennsylvania, as its 
agent, by irrevocable power of attorney. The Niagara-Mohawk Power Corpora- 
tion (Niagara-Mohawk), incorporated under the laws of the State of New York 
with its principal place of business in Syracuse, New York, joined in Netley’s 
application on April 14, 1955. 

Netley seeks authorization to transmit for its own use on Netley Island, lo- 
cated in the Township of Leeds, County of Leeds, Province of Ontario, Canada, 
up to 100,000 kwh of electric energy annually at a maximum rate of trans- 
mission of 49 kw. The energy to be exported will be purchased from Niagara- 
Mohawk’s 4,800-volt transmission and distribution system located on Grindstone 
Island, an island in the St. Lawrence River, within the Town of Clayton, Jef- 
ferson County, New York. Netley proposes to transmit the energy from the 
northern part of Grindstone Island, across the international border between the 
United States and Canada to the neighboring Netley Island, which it owns, by 
means of a single phase, two-conductor armored submarine cable, operating 
nominally at 4,800 volts, 60 cycles. The energy will be purchased in accordance 
with a schedule of rates and charges set forth in the application. 

Netley was authorized in a permit signed by the Chairman of the Federal 
Power Commission on July 11, 1955, and accepted by it on July 14, 1955, Docket 
No. E-6615, to construct, operate, maintain and connect the aforementioned 
facilities at the international border between the United States and Canada. 

Written notice of the application has been given to the Pacific Service Com- 
mission of New York and to the Governor of that State. Notice of the filing 
of the application has also been given by publication in the Federal Register 
of April 26, 1955 (20 F. R. 2776), stating that any person desiring to be heard 
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or to file any protest with reference to the application should, on or before the 
9th day of May, 1955 file with the Federal Power Commission, Washington 25, 
D. C. a petition or protest in accordance with the Commission’s General Rules 
and Regulations. No protest or petition or request to be heard in opposition 
to the granting of the application has been received. 

The Commission jinds: 

The transmission of electric energy from the United States to Canada as 
limited herein and as hereinafter authorized will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction of 
the Commission. 

The Commission orders: 

(A) Netley and Niagara-Mohawk be and they hereby are authorized to trans- 
mit electric energy from the United States to Canada in accordance with the 
terms and conditions set forth in the application and subject to the provisions 
of this order. 

(B) The electric energy which Netley and Niagara-Mohawk are hereby au- 
thorized to transmit from the United States to Canada shall be in an amount 
not in excess of 100,000 kwh per year at a rate not to exceed 49 kw; the energy 
to be transmitted over the facilities specified in Permit signed by the Chairman 
of the Federal Power Commission on July 11, 1955, and accepted by Netley on 
July 14, 1955. 

(C) The authorization herein granted may be modified from time to time or 
terminated by further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Permit 
signed by the Chairman of the Federal Power Commission referred to in para- 
graph (B) above. 

(D) Netley and Niagara-Mohawk shall conduct all operations pursuant to the 
authorization herein granted in accordance with the provisions of the Federal 
Power Act and pertinent rules and regulations or orders issued by the Com- 
mission. ; 

(E) Netley, itself, or by agreement with Niagara-Mohawk, shall provide for 
the installation and maintenance of adequate metering equipment to measure the 
flow of all energy transmitted from the United States to Canada pursuant 
to the authority herein granted; shall make, keep and preserve full and com- 
plete records with respect to the movement of such energy; and shall furnish 
in triplicate with respect to such transmission of electric energy, reports, an- 
nually, on or before February 15, showing the kw hours delivered, the maximum 
kw of transmission and the consideration paid therefor during each month of 
the preceding year. 

(F) This authorization to transmit electric energy from the United States 
to Canada shall not be transferable or assignable, but in the event of the in- 
voluntary transfer by operation of law (including such transfers to receivers, 
trustees or purchasers under foreclosure or judicial sale) of facilities used for 
such transmission shall continue in effect temporarily for a reasonable time 
thereafter, pending the making of an application for permanent authorization 
and decision thereon, provided notice is promptly given in writing to the Com- 
mission accompanied by a statement that the physical facts relating to sufficiency 
of supply, rates, and nature of use remain substantially the same as before the 
transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of any lawful authority 
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vested in the State or State regulatory commission over Netley or Niagara- 
Mohawk. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(I) Concurrently with the issuance of this order, the Permit signed by the 
Chairman of the Federal Power Commission, referred to in paragraph (B) above, 
be issued and a copy thereof transmitted by the Secretary to Netley. 


Findings and order issuing certificate of public convenience and necessity 
Lone Star Gas Co. 
Docket No. G-8527 


July 22, 1955 


Lone Star Gas Company (Applicant), a Texas corporation with a principal 
office in Dallas, Texas, filed on February 28, 1955, an application for a certificate 
of public convenience and necessity, and a supplement thereto on April 4, 1955, 
pursuant to Section 7 of the Natural Gas Act, authorizing (a) the operation 
of certain natural gas facilities formerly used in the transportation of natural 


gas in intrastate commerce, and (b) the construction and operation of certain 
other facilities, all subject to the jurisdiction of the Commission, and described 
as follows: 

Evisting facilities to be operated in interstate commerce 

1. Approximately 2,115 feet of 2-inch Line E-5-1 and a measuring and reg- 
ulating station extending from a point on Line E-5 to the City of Achille, Bryan 
County, Oklahoma. 

2. Approximately 7 feet of 6-inch Line E-5-2 and a measuring and regulating 
station at the City of Durant, Bryan County, Oklahoma. 

3. Approximately 11,493 feet of 2-inch Line E-5-3 extending from a point on 
Line E-5 to Lone Star’s General Distribution Division’s measuring and regulat- 
ing station for the Excell Body Works near Durant, Bryan County, Oklahoma. 

4. Approximately 15,587 feet of 3-inch Line E-5—4 and a measuring and reg- 
ulating station extending from Line E-5 to the City of Calera, Bryan County, 
Oklahoma. 

5. Approximately 196 feet of 3-inch Line EA—1 and a measuring and regulating 
station at the City of Colbert, Bryan County, Oklahoma. 

6. Approximately 59,383 feet of 4-inch Line E-5, and a measuring and regulat- 
ing station, extending from the Durant tap (Item 2 above) to the City of 
Caddo, Bryan County, Oklahoma. 

7. Approximately 45.45 miles of 14-inch Line S-2, and a dehydration plant, 
extending from the Carthage Cycling Plant, Panola County, Texas, to the junc- 
tion with Line S2-B in Smith County, Texas. 

8. Approximately 19.93 miles of 12-inch Line S2-B from the junction in (7) 
above to the junction with Line O in Smith County, Texas. 

9. Approximately 42.7 miles of 12-inch Line O from the junction in (8) above 
to Crush Junction, Hopkins County, Texas. 
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Facilities to be constructed 


10. A permanent connection between Line O-33-10 and Line O-12 at Crush 
Junction, Texas, consisting of approximately 37 feet of 10-inch pipeline and 
10 feet of 6-inch pipeline and related facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 14, 1955, respecting the matters involved in and the issues presented by the 
application and supplement thereto. No protest to the application has been re- 
ceived. Staff counsel moved orally at the hearing that the intermediate decision 
procedure be omitted and the Commission render a decision herein pursuant to 
Section 1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 

Applicant until recently has been purchasing natural gas from the Aylesworth 
and Cumberland Gas Fields in Marshall County, Oklahoma, which it has been 
transporting southeasterly and thence into Texas. These pipelines were con- 
structed or operated under certificates of public convenience and necessity. 
However, the sales laterals and town border stations through which natural gas 
is supplied to the communities of Colbert, Achille, Calera and Durant, Oklahoma, 
an industrial sales lateral and meter station near Durant, and a branch line 
extending to Caddo, Oklahoma, together with a meter station, have not hereto- 
fore been the subject of certificate applications on the premise that the gas 
transported through such facilities did not move in interstate commerce, but was 
consumed in the state of its origin. Applicant states that the gas reserves and 
availability of gas in the Aylesworth and Cumberland Fields has declined to 
such an extent that the full market requirements of the aforementioned cus- 
tomers cannot be met from Oklahoma sources, but must be augmented with 
gas produced in Texas. In addition, Applicant has heretofore supplied natural 
gas to the communities of Paris, Texas and Hugo, Antlers, Idabel and Broken 
Bow, Oklahoma, from gas fields near Winnsboro, Wood County, Texas. The pipe- 
lines transporting this gas have been operated under certificate authorization, 
except the line connecting the Winnsboro Field to the main line, which Applicant 
states has been considered by it to be a gathering facility. In the future all of 
the Winnsboro gas will move in intrastate commerce. 

Applicant now finds it necessary to supplement the declining reserves and 
availability of gas in the Winnsboro Field with gas from the Red Springs Field 
in Smith County and the Carthage Field in Panola County, Texas. According 
to Applicant, gas from these fields has heretofore moved entirely in intrastate 
commerce. In order to supply the requirements of the communities listed above, 
Applicant made a temporary emergency connection at Crush Junction on Decem- 
ber 24, 1954 under its interpretation of Section 157.17 of the Commission’s Rules 
and Regulations and so informed the Commission on December 29, 1954. On 
January 7, 1955, Applicant notified the Commission it intended to maintain the 
interconnection and would file an application for a certificate within the 60-day 
period set forth in Section 157.17 of the Commission’s Rules and Regulations. 
The connection thus made allows gas from the Carthage and Red Springs Field 
to be transported in interstate commerce and delivered to the Oklahoma com- 
munities. 

The Commission finds: 

(1) Applicant, a Texas corporation having its principal place of business at 
Dallas, Texas, owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the States of Texas and Oklahoma, and by 
such operations Applicant is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption, subject 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas com- 
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pany” within the meaning of the Natural Gas Act as heretofore found by the 
Commission in its order of April 11, 1944, in Docket No. G—442, 4 F. P. C. 565. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of Applicant’s existing pipeline system, and the 
const: uction and operation thereof by Applicant are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act, as amended. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission there- 
under. 

(4) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.50 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

(5) The proposed operation and construction and operation of facilities by 
Applicant are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to operate, and to construct and operate 
facilities for the transportation and sale of natural gas, all as more fully de 
scribed in its application in this proceeding, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (iii), (3) (iv), and (5) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) The facilities hereby authorized to be constructed shall be constructed 
and placed in actual operation by September 1, 1955. 


Findings and order issuing certificate of public convenience and necessity 
Kansas-Nebraska Natural Gas Co. 
Docket No. G-8562 
July 22, 1955 


Kansas-Nebraska Natural Gas Company (Applicant) filed an application on 
March 9, 1955, as supplemented on May 20, 1955, for a certificate of public 
convenience and necessity authorizing Applicant to construct and operate certain 
facilities as hereinafter described, subject to the jurisdiction of the Commission. 

Applicant proposes to construct and operate the following facilities: 

(1) A town border station to serve Foster, Nebraska. 

(2) Approximately 3.6 miles of 2-inch gas pipeline and a town border station 
to serve Cairo, Nebraska. 

(3) Approximately 11.5 miles of 2-inch gas pipeline and a town border station 
to serve Upland, Nebraska. 
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(4) Approximately 5.5 miles of 2-inch gas pipeline and a town border station 
to serve Henderson, Nebraska. 

(5) Measuring equipment to serve four alfalfa dehydration plants which are 
to be located near Wisner, Orleans, Riverdale, and Kearney, Nebraska. 

(6) A measuring station to serve a new electric generating station at Ogallala, 
Nebraska, on an interruptible basis. 

(7) Install a 550 H. P. compressor together with auxiliary equipment in a 
new compressor station to be located near Albion, Nebraska. 

(8) Approximately 9.9 miles of 12-inch gas pipeline to replace approximately 
5.5 miles of existing 12-inch and 8-inch pipeline in Rooks County, Kansas. 

The total additional firm peak day demand to be added is 620 Mcf by the 
third year. 

The estimated cost of construction of the proposed facilities is $191,230, 
including $51,350 for the compressor station previously authorized in Docket 
No. G-1532. This total cost does not include the cost of item (8)—replace- 
ment of pipeline in Rooks County, Kansas. Replacement is made necessary by 
construction of the Webster Dam by the United States Department of the 
Interior, Bureau of Reclamation. Cost of replacement of the pipeline will be 
paid for by the United States. 

Temporary authority to construct and operate the proposed facilities was 
issued May 12, 1955, and July 1, 1955. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 18, 1955, respecting the matters involved and the issues presented by the 
application. No protest to the granting of the application has been filed. 

The Commission finds: 

(1) Applicant, a Kansas corporation having its principal place of business at 
Phillipsburg, Kansas, owns and operates, among other facilities, a natural-gas 
transmission pipeline system located in the States of Kansas and Nebraska, and 
by such operation is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of April 6, 1943, in Docket No. G—259, 3 F. P. C. 966. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of Applicant’s existing pipeline 
system, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the re- 
quirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant are 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) The public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (ili), (8) (iv), and (5) 
of Section 157.20 of the Commission’s General Rules and Regulations (18 CFR 
157.20) should attach to the issuance of the certificate as hereinafter ordered and 
to the exercise of the rights granted thereunder and that the time within which 
the facilities should be constructed and placed in operation should be fixed at 
six months from the date on which this order is issued. 
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(6) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 


(A) A certificate of public convenience and necessity be and is hereby issued 
authorizing Applicant to construct and operate the facilities as hereinbefore 
described, for the transportation and sale of natural gas, subject to the jurisdic- 
tion of the Commission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) of Section 157.26 
of the Commission’s Rules and Regulations shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed, as provided by paragraph (2) of Section 157.20 of the Commission’s 


Rules and Regulations, is hereby fixed at 6 months from the date on which 
this order issues. 


Findings and order issuing certificate of public convenience and necessity 
The Ohio Fuel Gas Co. 
Docket No. G-8752 
July 22, 1955 


The Ohio Fuel Gas Company (Applicant), an Ohio corporation -with its prin- 
cipal office at Columbus, Ohio, filed an application on April 11, 1955, for a certifi- 
eate of public convenience and necessity, pursuant to Section 7 of the Natural 
Gas Act, authorizing the construction and operation of additional facilities on 
its system in western Ohio, as hereinafter described, subject to the jurisdiction 
of the Commission, all as more fully represented in the application. 

Applicant proposes construction and operation of: 

(1) Approximately 18.9 miles of 16-inch natural gas transmission line in 
Hardin and Allen Counties, Ohio, partially looping its existing line D-322 and 
connecting it with a proposed metering station at Lima, Ohio, to deliver additional 
gas to West Ohio Gas Company. 

(2) A new metering station on the premises of a new petro-chemical plant 
of Standard Oil Company of Ohio at Lima, Ohio. 

(3) Approximately 20 feet of 314-inch transmission line and appurtenant facili- 
ties to connect Lines D-3822 and D-357 to proposed distribution facilities to 
initiate retail service in the community of LaRue in Marion County, Ohio. 

Applicant states that the principal purpose of the proposed facilities is to 
improve its service to West Ohio Gas Company and enable it to meet the esti- 
mated increased gas requirements in the area between Marion and Lima, Ohio. 
Applicant also proposes to sell up to 12,000 Mcf per day of interruptible gas to 
Standard Oil’s new plant at Lima for the manufacture of ammonia used in 
making fertilizer and other chemicals. West Ohio Gas Co. will transport this 
gas to Standard Oil Co. for Applicant under an agreement dated February 15, 1955. 


A summary of the peak day gas required in Mcf for the markets involved in 
this application is as follows: 
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1955-56 | 1956-57 | 1957-58 


Retail Markets , 35, 300 36, 900 
West Ohio Gas Company 34, 2 35, 200 36, 700 
Standard Oil Company 2, 12, 000 12, 000 


82, 500 | 85, 600 


Applicant’s existing facilities, at desired operating pressures, have a capacity 
of 64,500 Mcf per day. The new facilities will provide an increase in capacity 
of approximately 14,300 Mcf per day to 78,800 Mcf per day. Applicant states 
some of its industrial loads will be curtailed, if necessary. 

The Village of LaRue is located on Line D-322 but has no gas service. It is 
expected to require about 69,453 Mcf annually in the third year of operation for 
257 domestic and commercial customers. The peak day requirement is estimated 
at 600 Mcf in the third year which is included in the foregoing summary. 

The total estimated capital cost of Applicant’s proposed facilities is $792,400, 
including $77,000 for the distribution system in LaRue and $13,300 for the meter 
station at the Standard Oil plant. Applicant will finance most of this by selling 
securities to its parent, Columbia Gas System. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 12, 1955, respecting the matters involved in and the issues presented by 
the application, No petition to intervene or protest to the granting of the appli- 
eation has been received. Staff Counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 


herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 

(1) The Ohio Fuel Gas Company (Applicant) is a “natural-gas company” 
within the meaning of the Natural Gas Act as heretofore found by the Commis- 
sion in its order of August 21, 1945, in Docket No. G-371, 4 F. P. C. 1033. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as an integral part of Applicant’s existing pipeline system, 
and the construction and operation thereof by Applicant are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (iii), (3) (iv), and (5) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate referred 
to in paragraph (5) above, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this 
order should be completed and said facilities should be placed in actual opera- 
tion should be fixed at 6 months from the date on which this order issues. 

(6) West Ohio Gas Company will be transporting gas in interstate commerce 
for the account of Applicant, but has not applied for authority to transport or 
exemption of jurisdiction under Section 1 (c) of the Natural Gas Act. 

(7) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
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Rules of Practice and Procedure was unopposed by any party of record, and, not 
having been denied by the Commission, is granted pursuant to Section 1.80 (c) 
(1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding, 
for the transportation and sale of natural gas as therein set forth, upon the 
terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (8) (iii), (3) (iv), and (5) of Section 157.20 of the Com- 
mission’s General Rules and Regulations, including Rules of Practice and Proce- 
dure, shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights thereunder. 

(C) The time within which the facilities hereby authorized shall be constructed 
and said facilities shall be placed in actual operation as provided by paragraph 
(2) of said Section 157.20 of the Commission’s rules is hereby fixed at 6 months 
from the date on which this order issues. 

(D) Authority for the construction and operation of facilities to render serv- 
ice to Standard Oil Company of Ohio is conditioned on the filing by West Ohio 
Gas Co., within 60 days from the Gate of issuance of this order, of an application 
for a certificate of public convenience and necessity covering its proposed trans- 
portation-service for Ohio Fuel Gas Co. or the filing of an application for exemp- 
tion from jurisdiction under Section 1 (c) of the Natural Gas Act. 


Findings and order issuing certificate of public convenience and necessity 
Cities Service Gas Co. 
Docket No. G-8780 
July 22, 1955 


On April 21, 1955, Cities Service Gas Company (Applicant), a Delaware corpo- 
ration having its principal place of business at Oklahoma City, Oklahoma, filed 
an application for a certificate of public convenience and necessity, and supple- 
ments thereto on June 6, and June 13, 1955, pursuant to Section 7 of the Natural 
Gas Act, authorizing the construction and operation of facilities subject to the 
jurisdiction of the Commission described as follows: 

(1) 98 miles of 26-inch transmission pipeline extending from Blackwell Com- 
pressor Station in Kay County, Oklahoma, to Grabham Compressor Station in 
Montgomery County, Kansas. 

(2) 2,700-horsepower compressor station (new) to be located near Alva, Woods 
County, Oklahoma, on Cities Service’s existing 26-inch main transmission line 
extending from the Oklahoma Hugoton Field in Texas County, Oklahoma, to 
Blackwell Compressor Station. 

(3) Gas gathering and transmission system consisting of 22 miles of 20-inch 
pipeline, 15 miles of 16-inch pipeline, 65 miles of 8-inch pipeline, 14 miles of 
6-inch pipeline and 29 miles of 4-inch pipeline to be located in Woods County, 
Oklahoma, and Barber County, Kansas, connecting a new gas supply in Barber 
County with the Alva Compressor Station (Item 2, above). 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 18, 1955, respecting the matters invelved in and the issues presented by 
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the application.and supplements thereto. No protests to the application have 
been received. Staff counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and the Commission render a decision herein pur- 
suant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and Pro- 
cedure. 

The record shows that Applicant’s peak day system demand in the 1954-55 
heating season was 1,810,600 Mcf, of which quantity 1,226,000 was firm load, 
53,400 Mcf was sold to interruptible industrial customers, (or 4.3% of the firm 
load) and 531,200 Mcf was industrial curtailment. The following tabulation 
shows Cities Service’s firm demands and its ability to serve such demands plus 
portions of the interruptible industrial load with and without the proposed 
facilities : 


Peak day (Mcf) 


1955-56 | 1956-57 | 1987-88 


Estimated firm demand ! 1,299,930 | 1,366, 000 | 1, 403, 400 
Capacity—present system --- 1, 313, 800 | 1, 313, 800 | 1, 313, 800 
(a) Interruptible served . 13, 870 13, 870 13, 870 
Capacity—with proposed facilities ‘ . 1, 364, 400 | 1, 390, 250 1, 416, 550 
(a) Interruptible served | 64, 470 24, 250 | 13, 150 
Capacity—some future expansion ? 
Plus proposed facilities ___ 1, 364, 400 | 1, 469, 550 | 1, 496, 200 
(a) Interruptible served _- ; 64, 470 103, 550 92, 800 


1 Firm demand includes fuel, leakage, and not readily curtailable industrial load. 
2 Expansion of Kansas Hugoton facilities. 


The purpose of the facilities in Item (3) is to connect to the system additional 
reserves from new wells in Barber County, Kansas, to aid it in rendering service 
to its existing markets. The Alva Compressor Station is designed to compress 
up to approximately 100,000 Mcf per day of the Barber County gas for injection 
into the main transmission system, and also to compress approximately 200,000 
Mcf per day of gas from the Oklahoma Hugoton Field, thus increasing the 
throughput of the 26-inch line from the Oklahoma Hugoton Field to the Black- 
well Station to 300,000 Mcf per day. With a discharge pressure of 725 psig at 
Alva Compressor Station and the resultant pressure of 550 psig at Blackwell 
Compressor Station, no additional compression will be needed at Blackwell in 
order to transmit the gas on to Grabham Compressor Station through the pro- 
posed Blackwell-Grabham cross line. The Blackwell-Grabham cross line is re- 
quired to make the additional quantities of gas available beyond Blackwell 
Compressor Station to the eastern portion of Cities Service’s System where its 
largest markets, including the Kansas City area, are located. 

The estimated capital cost of the proposed facilities is $8,422,000. Applicant 
states it will finance this construction from funds on hand. On December 31, 
1954, the company had cash on hand of $6,515,077 and customers’ accounts receiv- 
able of $6,790,609 or a total of currently available funds of $13,305,686 which 
appears sufficient to meet the proposed construction program. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
in Oklahoma City, Oklahoma, owns and operates, among other facilities, a natu- 
ral-gas transmission pipeline system located in the States of Oklahoma, Texas, 
Kansas, Missouri, and Nebraska, and by such operations Applicant is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of the Natural 


468917—59—58 
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Gas Act, as heretofore found by the Commission in its order entered on Decem- 
ber 28, 1943, Docket No. G-298, 4 F. P. C. 471. 

(2) The facilities hereinbefore described are proposed to be used for the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as an integral part of Applicant’s existing pipeline 
system, and the construction and operation thereof by Applicant are subject to 
the requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 

(5) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (ii), (8) (iii), (3) (iv), and (5) 
of Section 157.20 of the Commission’s Rules and Regulations, including the Rules 
of Practice and Procedure (18 CFR 157.20) should attach to the issuance of the 
certificate referred to in paragraph (5) above, and to the exercise of the rights 
granted thereunder, and that the time within which construction of facilities 
authorized by this order shall be completed and said facilities placed in actual 
operation should be fixed at January 1, 1956. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant to construct and operate facilities for the trans- 
portation and sale of natural gas, all as more fully described in its application 
and supplements filed in this proceeding, subject to the jurisdiction of the Com- 
mission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of Applicant, and the general terms and conditions set forth in para- 
graphs (1), (2), (8) (ii), (3) (iii), (8) (iv), and (5) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure shall attach to the issuance of 
the certificate granted in paragraph (A) hereof, and to the exercise of rights 
granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation by January 1, 1956. 


Findings and order issuing certificate of public convenience and necessity 
Tennessee Gas Pipe Line Co. 


Docket No. G—9003 


July 22, 1955 


Tennessee Gas Pipe Line Company (Applicant), a Tennessee corporation 
having its principal place of business in Murfreesboro, Tennessee, filed an appli- 
eation on June 6, 1955, as supplemented on June 10, 1955, for a certificate of 
public convenience and necessity pursuant to Section 7 of the Natural Gas Act, 
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authorizing it to transport natural gas as hereinafter described, subject to the 
jurisdiction of the Commission. 

Applicant proposes to construct and operate approximately 8,000 feet of 4.5-inch 
0. D. transmission pipeline extending from a point on the 30-inch transmission 
pipeline of Texas Eastern Transmission Corporation to the Sewart Air Force 
Base near Murfreesboro, Tennessee. Pursuant to authorization granted in 
Docket No. G—2573,1 Texas Eastern Transmission Corporation was directed to 
deliver and sell to Tennessee Gas Pipe Line Company a maximum volume of 
3,102 Mcf per day for resale to the United States Air Force for use at the Sewart 
Air Force Base. Annual deliveries to the Air Force Base are estimated at 
220,000 Mcf. 

The estimated cost of the project is $27,000 to be financed from approximately 
$9,000 in accounts receivable and $18,000 from the proceeds of the sale of 180 
shares of common stock to Applicant’s parent, United Cities Utilities Company. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 8 and 12, 1955, respecting the matters involved in and the issues presented 


by the application. No protest to the granting of the application has been 
received. 


The Commission finds: 

(1) Applicant, a Tennessee corporation having its principal place of business 
in Murfreesboro, Tennessee, upon completion of the facilities hereinafter author- 
ized will own and operate a natural-gas transmission pipeline in the State of 
Tennessee, and by such operation will be engaged in the transportation of natural 
gas in interstate commerce subject to the jurisdiction of the Commission, and 
will be, therefore, upon commencement of the operations hereinafter authorized, 
a “natural-gas company” within the meaning of the Natural Gas Act. 

(2) The facilities to be constructed by Applicant will be used in the transpor- 
tation of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations thereunder. 

(4) The construction and operation of the facilities by Applicant are required 
by the public convenience and necessity and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure should attach 
to the certificate hereinafter issued and to the exercise of the rights granted 
thereunder, and that the time within which construction of the facilities author- 
ized by this order should be completed and placed in operation should be fixed 
at six months from the date on which this order is issued. 

(6) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) (1) of the Commissicn’s 
Rules of Practice and Procedure was unopposed by any party of record, and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) 
of said Rules. 


1The Presiding Examiner's Decision pertaining to this phase of the proceedings in 
Docket No. G—2573. was issued May 17, 1955, and became effective as the final decision 
-of the Commission on June 17, 1955, 14 F, P. C. 266. 
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The Commission orders: 

(A) A certificate of public convenience and necessity be and is hereby issued 
authorizing Applicant to construct and operate the facilities as hereinbefore 
described, for the transportation of natural gas subject to the jurisdiction of the 
Commission upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing and under oath by a responsi- 
ble official of the Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (8) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 of the 
Commission’s Rules and Regulations shall attach to the issuance of the certifi- 
eate granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in operation, as provided by paragraph (2) of Section 157.20 
of the Commission’s Rules and Regulations is hereby fixed at 6 months from the 
date on which this order issues. 


Order accepting surrender of license (minor part) and allowing credit 
for payment of annual charges 


Pacific Gas and Electric Co. 
Project No. 525 
July 22, 1955 


Pursuant to Article 7 of the license for minor-part Project No. 525, as amended 
by Amendment No. 2 issued June 26, 1947, Pacific Gas and Electric Company, 
licensee for the project, on April 26, 1954, and May 31, 1955, respectively, filed 
an application for surrender of the license for the project issued to the Company 
on February 24, 1927, for a period of 50 years. 

The license, as amended June 26, 1947, authorizes the occupancy and use of 
certain lands of the United States partly within the Eldorado National Forest 
in Amador County, California, for the maintenance and operation of the so-called 
“Upper and Lower Standard Canals.” 

The canals have since been abandoned and their right-of-way is now occupied 
by a road and control circuit between the Tiger Creek and West Point plants of 
applicant’s major Project No. 187. The road and control circuit were included 
in the license for Project No. 187 by Amendment No. 8 of that license issued 
April 19, 1955, and the charge for their occupancy of lands of the United States 
commenced on January 1, 1949. 

The annual charges under the license for Project No. 525 have been paid 
through the calendar year 1951 and the licensee’s copy of the license instrument 
has been returned. 

The Commission finds: 

Acceptance of surrender of the license for the project and allowance of a credit 
to the licensee for the annual charges paid for the calendar years 1949, 1950, and 
1951 under the license for Project No. 525 towards payment of future annual 
charges for Project No. 137 is appropriate as hereinafter provided. 

The Commission orders: 

(A) Surrender of the license for minor-part Project No. 525 is accepted, effec- 
tive as of December 31, 1948. 

(B) Pacific Gas and Electric Company is allowed a credit towards payment 
of future annual charges for Project No. 137 for the annual charges paid for the 
calendar years 1949, 1950, and 1951 under the license for Project No. 525. 
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Findings and order issuing certificates of public convenience and necessity 
Sunray Oil Corp. 
Docket Nos. G-8826 and G-8907 
July 25, 1955* 


Sunray Oil Corporation (Applicant), a Delaware corporation with its principal 
place of business in Tulsa, Oklahoma, filed applications for certificates of public 
convenience and necessity on April 28, 1955, in Docket No. G-8826, and on May 
16, 1955, in Docket No. G—8907, pursuant to Section 7 (c) of the Natural Gas 
Act, authorizing Applicant to sell natural gas as hereinafter described, subject 
to the jurisdiction of the Commission, all as more fully represented in each 
application filed in the above proceedings and open to public inspection. 

Applicant produces natural gas in the McFaddin Field, Refugio and Victoria 
Counties, Texas, and in the North Charco Field, Goliad County, Texas, which it 
proposes to sell to United Gas Pipe Line Company for transportation in inter- 
state commerce for resale. The proceeding in Docket No. G—8826 involves the 
proposed sale of gas from the McFaddin Field; the proceeding in Docket No. 
G-8907, the proposed sale of gas from the North Charco Field. 

Temporary authorization to make the sale proposed in Docket No. G-8826 was 
granted on May 20, 1955, and in Docket No. G—8907 on June 8, 1955. 

In each application Sunray Oil Corporation requests: 

That the Commission issue to it a Certificate of Public Convenience and 
Necessity authorizing the sale of gas covered by the contract described herein- 
above * * * to the extent, and only to the extent, that such gas is transported 
in interstate commerce for resale for the remainder of the term of said 
contract, and as it may be renewed or extended, and that said certificate 
provide for its own expiration on the expiration of said contract term so as 
to authorize Applicant to cease the delivery and sale of gas thereunder at 
that time * * *. 

We have consistently held that cessation of service may be authorized only in a 
proceeding initiated under Section 7 (b) of the Natural Gas Act. Section 7 (b) 
reads as follows: 

No natural-gas company shall abandon all or any portion of its facilities 
subject to the jurisdiction of the Commission, or any service rendered by 
means of such facilities, without the permission and approval of the Com- 
mission first had and obtained, after due hearing, and a finding by the Com- 
mission that the available supply of natural gas is depleted to the extent 
that the continuance of service is unwarranted, or that the present or future 
public convenience or necessity permit such abandonment. 

In face of the mandatory provisions of Section 7 (b), neither facilities nor 
service subject to the jurisdiction of the Commission may be abandoned in the 
absence of approval of the Commission, after a hearing upon request made 
therefor, and the production of requisite evidence justifying the findings pre- 
scribed by the section. The applications in the instant proceedings were filed 
pursuant to Section 7 (c) of the Natural Gas Act. No request under Section 
7 (b) has been filed by Applicant in these proceedings, nor a hearing had to 
develop a record upon which the requisite findings can be made. In the absence 
of such request or hearing, we find that it is necessary and proper that any 
certificates granted to Applicant be without time limitation. 


*Rehearing denied by order issued September 22, 1955, infra, p. 979. 
Epitor’s Note: 239 F. 2d 97 (CA 10, 1956), reversed 353 U. S. 944 (1957). 
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Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 11, 1955, respecting the matters involved in and the issues presented by the 
applications. No petition to intervene or protest to the granting of the applica- 
tions has been received. Staff counsel moved orally at the hearing that the 
intermediate decision be omitted and the Commission render a decision in these 
proceedings pursuant to Section 1.30 (c) (1) of the Commissions Rules of Prac- 
tice and Procedure. 

The Commission finds: 

(1) Applicant, an independent producer of natural gas, upon commencement 
of the sales authorized herein will be engaged in the sale of natural gas in inter- 
state commerce for resale for ultimate public consumption, subject to the juris- 
diction of the Commission, and will, therefore, be a “natural-gas company” 
within the meaning of the Natural Gas Act. 

(2) The sales of natural gas hereinbefore described, as more fully described 
in the applications will be made in interstate commerce, subject to the jurisdiction 
of the Commission, and such sales by Applicant, together with the construction 
and operation of any facilities subject to the jurisdiction of the Commission 
necessary therefor, are subject to the requirements of subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The sales of natural gas by Applicant, together with the construction and 
operation of any facilities subject to the jurisdiction of the Commission neces- 
sary therefor, are required by the public convenience and necessity, and certifi- 
cates therefor should be issued as hereinafter ordered and conditioned. 

(5) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure in these proceedings was unopposed by any party of 
record and, not having been denied by the Commission, is granted pursuant to 
Section 1.30 (c) (1) of said Rules. 

The Commission orders: 

(A) Certificates of public convenience and necessity be and are hereby issued, 
upon the terms and conditions of this order, authorizing the sales by Applicant 
of natural gas in interstate commerce for resale, together with the construction 
and operation of any facilities, subject to the jurisdiction of the Commission, 
used for the sales of natural gas in interstate commerce, as hereinbefore 
described and as more fully described in the applications and exhibits in these 
proceedings. 

(B) The requests of Applicant that the certificates issued to it expressly 
provide for their own expiration on the expiration of the contracts of sale with 
United Gas Pipe Line Company be and are hereby denied. 

(C) The certificates shall be accepted in writing and under oath by Applicant 
within 30 days from the issuance of this order. 

(D) The certificates are not transferable and shall be effective only so long 
as Applicant continues the acts or operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, and the applicable rules, regulations 
and orders of the Commission. 

(E) The grant of the certificates herein shall not be construed as a waiver of 
the requirements of Section 4 of the Natural Gas Act, or of Section 154 of the 
Commission’s Rules and Regulations thereunder requiring the filing of rate 
schedules for the service herein authorized, and is without prejudice to any 
findings or orders which have been or may hereafter be made by the Commission 
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In any proceeding now pending or hereafter instituted by or against the Appli- 
cant. Further, our action in these proceedings shall not foreclose nor prejudice 
any future proceedings or objection relating to the operation of any price or 
related provision in the gas purchase contracts herein involved. 

Commissioner Digby dissents. See p. 1251. 


Findings and order issuing certificates of public convenience and necessity* 
Montana-Dakota Utilities Co., et al. 
Docket No. G-8767, et al. 
July 25, 1955 


Montana-Dakota Utilities Co. (Montana-Dakota), a Delaware corporation with 
principal office at Minneapolis, Minnesota, on April 18, 1955, as supplemented 
May 13 and June 6, 1955; and Signal Oil and Gas Company (Signal), a Delaware 
corporation with principal office at Los Angeles, California, on May 2, 1955, filed 
applications for authorization pursuant to Section 7 of the Natural Gas Act to do 
the acts and to perform the service hereinafter described, subject to the juris- 
diction of the Commission, all as more fully represented in the applications on 
file with the Commission open for public inspection. 

Montana-Dakota proposes to remove 30.45 miles of its Black Hills 12%-inch 
transmission pipeline in Harding and Butte Counties, South Dakota, and replace 
it with 16-inch pipeline. It also proposes to remove two 160-horsepower com- 
pressor units from its Baker compressor station on its Black Hills line in Fallon 
County, Montana, and install in lieu thereof one 540-horsepower compressor unit. 
Montana-Dakota does not propose to abandon any service. 

Montana-Dakota proposes to construct and operate the following additional 
facilities: (1) 8.5 miles of 10%-inch and 0.41 miles of 12%-inch lateral trans- 
mission line to Ellsworth Air Force Base near Rapid City, South Dakota, 
together with metering and regulating facilities, all in Pennington and Meade 
Counties, South Dakota; (2) 4.47 miles of 44-inch lateral transmission line 
extending from Montana-Dakota’s 14-inch main line to the proposed Signal 
desulphurizing plant, together with metering facilities, all in Washakie County, 
Wyoming; and (3) a 550-horsepower compressor unit in Montana-Dakota’s Little 
Buffalo Basin Compressor Station on its 12-inch line in Hot Springs County, 
Wyoming. Montana-Dakota also proposes to lease and operate an additional 
880 horsepower compressor unit, together with appurtenant facilities, to be 
installed by Montana-Wyoming Gas Pipe Line Co. (Montana-Wyoming) in its 
Worland Compressor Station in Washakie County, Wyoming. 

The proposed additional facilities and replacement of existing facilities are 
required to enable Montana-Dakota to improve and increase service to its custom- 
ers, augment its gas supplies, and serve the Ellsworth Air Force Base with firm 
and interruptible gas. 

The estimated original cost of the facilities to be removed is $460,794; the 
estimated cost of removal of the facilities as proposed is $78,434; and the esti- 
mated salvage value of the facilities to be removed is $195,365, resulting in an 
estimated charge to retirement reserve of $343,863. 

The estimated cost of the facilities to be constructed by Montana-Dakota is 
$1,414,218 and those to be constructed by Montana-Wyoming is $522,697. The 
proposed construction by Montana-Dakota will be financed from funds on hand 


* Omitted portions of this order relate to the issuance of independent producer certificates. 
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and bank loans. The construction of the facilities which Montana-Dakota pro- 
poses to lease from Montana-Wyoming will be financed by means of an advance 
of funds from the lessee to the lessor. 

-* * *” * * * at 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 15, 1955, respecting the matters involved and the issues presented by the 
applications. No protest to the applications has been received. 

The Commission jinds: 

(1) Montana-Dakota Utilities Co., a Delaware corporation with its principal 
place of business at Minneapolis, Minnesota, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of March 22, 1946, 5 F. P. C. 64. 

* * * a * * - 

(3) The facilities hereinbefore described, as more fully described in the appli- 
cation in Docket No. G-8767, are proposed to be used in the transportation and 
sale of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, as integral parts of Montana-Dakota’s existing pipeline system, 
and the construction, leasing, and operation thereof by Montana-Dakota are 
subject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 


oo * * * * . * 

(5) Montana-Dakota and Signal are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(6) The proposed construction, leasing, and operation of the facilities by 
Montana-Dakota are required by the public convenience and necessity, and a 


certificate therefor should be issued as hereinafter ordered and conditioned. 
* * * * « * * 

(8) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued, upon the terms and conditions hereinafter provided authorizing Mon- 
tana-Dakota: (1) to lease and operate, from the commencement of operations 
to October 1, 1975, the aforesaid compressor unit and appurtenant facilities to 
be constructed by Montana-Wyoming in its Worland Station; and (2) to con- 
struct and operate: (a) 30.45 miles of 16-inch pipeline for the replacement of 
12%-inch pipe on the Black Hills line in Harding and Butte Counties, South 
Dakota; (b) one 540-horsepower compression unit for the replacement of two 
160-horsepower compressor units in the Baker Station on the Black Hills line in 
Fallon County, Montana; (c) 8.5 miles of 10%4-inch and 0.41 miles of 12%-inch 
lateral transmission line extending from the Black Hills line to the Ellsworth 
Air Force Base near Rapid City, South Dakota, together with metering and 
regulating facilities, all in Pennington and Meade Counties, South Dakota; 
(d) 4.47 miles of 414-inch lateral transmission line extending from Montana- 
Dakota’s 14-inch main line to the proposed Signal desulphurizing plant, together 
with metering facilities, all in Washakie County, Wyoming; and (8) a 550- 
horsepower compressor unit in Montana-Dakota’s Little Buffalo Basin Com- 
pressor Station on its 12-inch line in Hot Springs County, Wyoming; all as more 
fully described in the application in Docket No. G—8767. 
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(B) The certificate of public convenience and necessity issued to Montana- 
Dakota herein is upon the express condition that the agreement under which 
Montana-Dakota proposes to lease the aforesaid compressor unit and appurtenant 
facilities in the Worland Station from Montana-Wyoming shall conform with 
the provisions of paragraph 9 and shall contain provisions similar to those set 
forth in paragraphs 15, 16, 17, and 18 of the lease agreement dated December 1, 
1949, between Montana-Dakota and Montana-Wyoming respecting the Worland 
Station. 

(C) The certificate in Docket No. G—8767 shall be accepted in writing and 
under oath by a responsible official of Montana-Dakota, and the general terms 
and conditions set forth in paragraphs (1), (2), (3) (iii), (3) (iv), and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure shall attach 
to the issuance of the certificate granted in paragraph (A) hereof, and to the 
exercise of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized in Docket No. 
G-8767 shall be constructed and placed in actual operation as provided by para- 
graph (2) of Section 157.20 of the Commission’s Rules of Practice and Procedure 
is hereby fixed at 6 months from the date on which this order issues. 

+ * * * « * = 

(G) The certificates granted herein are not transferable and shall be effective 
only so long as the holders thereof continue the acts or operation hereby author- 
ized in accordance with the provisions of the Natural Gas Act, and the applicable 
rules, regulations and orders of the Commission. 

* « ~ *- - ad 


Order modifying order issuing certificate of public convenience and necessity 


Tennessee Gas Transmission Co. 
Docket No. G—1568 
July 28, 1955 


Tennessee Gas Transmission Company (Tennessee), as the successor in interest 
to Northeastern Gas Transmission Company,! on May 9, 1955, filed a petition 
for modification of the order issued herein on August 6, 1953, to authorize the 
construction and operation of certain facilities for and the sale and delivery 
of a maximum daily quantity of 2,040 Mcf (14.73 p. s. i. a.) of natural gas to the 
Allied New Hampshire Gas Company (Allied) for resale in and in the vicinity 
of Portsmouth and Exeter, New Hampshire. Supplements to said petition were 
filed on May 18, July 25 and 26, 1955. 

Allied presently serves the Portsmouth, New Hampshire, area with manufac- 
tured gas. The Exeter, New Hampshire, area is served by Allied with natural 
gas purchased from the Haverhill Gas Light Company (Haverhill). The gas so 
sold by Haverhill is supplied by Tennessee. This sale by Haverhill to Allied is 
made pursuant to authorization granted Haverhill by Commission order issued 
May 13, 1953, at Docket No. G—1833. Haverhill has advised the Commission 
that it will file an appropriate application for permission and approval to aban- 
don this service, and that, coincident with the commencement of direct service by 


1 By order issued July 16, 1954, at Docket Nos. G-2352 and G-2353, Tennessee was 
authorized to acquire and operate all certificated facilities of Northeastern, and the latter 


was granted permission and approval to abandon such facilities through merger with 
Tennessee. 
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Tennessee to Allied, Haverhill will abandon the service now rendered by it to 
Allied. 

Tennessee estimates that the total requirements of Allied for the Portsmouth 
and Exeter areas will be 2,040 Mcf on the maximum day and about 372,300 Mcf 
annually (14.73 p. s. i. a.). Of these totals, the maximum day and annual 
requirements of the Portsmouth area are estimated by Tennessee to be about 
1,810 Mcf and 311,000 Mcf, respectively. Tennessee also estimates that the total 
annual revenues from these sales will be about $225,000 of which about $185,000 
will be produced by sales for resale in the Portsmouth area. 

It is estimated that the facilities necessary to the performance of the service 
proposed to be rendered by Tennessee to Allied will cost approximately $42,000, 
which will be financed with funds on hand. 

The Commission finds: 

It is appropriate and in the public interest that the aforementioned order 
issued herein on August 6, 1953, be modified and amended as hereinafter ordered 
and conditioned. 

The Commission orders: 

The aforesaid order issued herein on August 6, 1953, 12 F. P. C. 209, be and 
it is hereby amended and modified to include the following paragraph (H): 

(H) The certificate of public convenience and necessity issued by para- 
graph (C) hereof be and it is hereby amended to authorize Tennessee Gas 
Transmission Company, as successor in interest to Northeastern Gas Trans- 

mission Company, to construct and operate facilities for the purpose of 
establishing a connection with the facilities of Allied New Hampshire Gas 
Company and to sell and deliver to Allied up to a maximum of 2,040 Mcf 
(14.73 p. s. i. a.) per day: Provided, however, that no such sale and delivery 
to Allied shall be made unless and until Haverhill Gas Light Company files 
an application for and is granted, pursuant to Section 7 (b) of the Natural 
Gas Act, permission and approval to abandon the service now rendered by 
Haverhill to Allied pursuant to the certificate granted by the order issued 
May 13, 1953, at Docket No. G—1833. 


Findings and order issuing certificate of public convenience and necessity 
and granting other relief 


Northern Natural Gas Co.; North Central Public Service Co. 


Docket Nos. G-2063, G-2399, G-2409, G-2458, G-2465, G-2491, 
G-4259, G-4260, G-4261; G-8654 


July 28, 1955* 





These consolidated proceedings for hearing involve applications under the 
Natural Gas Act and Executive Order 10485, by Northern Natural Gas Company 
(Northern) for authorizations relating to the rendering of natural gas service 
to existing and new customers, and a petition by North Central Public Service Co. 
requesting a reduction in its contract demand with Northern for natural gas. 
In Docket No. G—2063, Northern on November 17, 1954, applied for rehearing 
in part of the Commission’s order issued November 5, 1954, by which order the 
original certificate order in Docket No. G—2063, issued on March 11, 1954, was 


*Amended by order issued November 9, 1955, infra, p. 1088. 
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further amended to reduce the contract demand for Perry Gas Company?! by 
500 Mcf per day. The Commission by order issued December 17, 1954, granted 
the application for rehearing and conditionally stayed said order of November 5, 
1954. 

In Docket No. G—-2399, Northern by application filed March 29, 1954, requested 
a certificate of public convenience and necessity to construct and operate facil- 
ities for the transportation and sale of natural gas from its existing system near 
Farmington, Minnesota, into Duluth, Minnesota, and Superior, Wisconsin. 

In Docket No. G—2409, Northern by application filed April 19, 1954, requested 
a certificate of public convenience and necessity to construct a branch line from 
its existing system for the transportation and sale of natural gas to Black Dog 
Lake power generating station of Northern States Power Company, near St. Paul, 
Minnesota. This sale is proposed to be made on an interruptible basis. 

In Docket No. G—2458, Northern by application filed June 4, 1954, requested 
a certificate of public convenience and necessity to construct and operate facil- 
ities for the transportation and sale of natural gas to the Allied Chemical and 
Dye Corporation for use in its La Platte, Nebraska, plant. This sale is proposed 
to be made upon a firm basis. 

In Docket No. G—2465, Northern by application filed June 24, 1954, requested 
a certificate of public convenience and necessity to construct and operate facilities 
for the transportation and sale of natural gas, extending from its system near 
Sioux Falls, South Dakota, to Aberdeen, South Dakota. 

In Docket No. G—2491, Northern by application filed July 16, 1954, requested 
a certificate of public convenience and necessity to construct and operate facilities 
for the transportation and sale of natural gas to the municipal power plant at 
Grundy Center, Iowa. This sale is proposed to be made on an interruptible 
basis. 

In Docket Nos. G—4259, G-4260, and G-4261, Northern by applications filed on 
October 25, 1954, requested a certificate of public convenience and necessity under 
Section 7 of the Natural Gas Act, authorization under Section 3 of said Act, and 
a Presidential Permit under Executive Order 10485, to construct and operate 
facilities at and extending from the Canadian border near Emerson, Manitoba, 
Canada, to a point of connection with its system near St. Paul, Minnesota, for 
the transportation and sale of natural gas to be purchased from Trans-Canada 
Pipe Lines, Ltd. at said border. Also in Docket No. G-4259, Northern requested 
authorization to construct and operate certain facilities on its existing system 
for the purposes of increasing the volumes of gas to be transported from existing 
connected sources. 

In Docket No. G—8654, North Central Public Service Co. by petition filed on 
March 21, 1955, requested a reduction in its contract demand with Northern 
claiming that 5,000 Mcf of gas per day sufficient to meet the demands in Dubuque, 
Towa. 

Northern during the hearing on the certificate applications held in January 
of 1955 proposed to obtain most of its gas supply from Canadian sources. At the 
resumed hearing held on June 6, 1955, and which was concluded on June 7, 
1955, it became apparent that Northern could not obtain natural gas from 
Canada for the coming winter season of 1955-56 and, consequently, Northern 
proposed to meet only part of the demand on its system for gas during said 
coming winter season. 


1 North Central Public Service Co. is the successor to Perry Gas Company and Key City 
Gas Company. 
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The present proposal of Northern will result in (1) increasing the daily con- 
tract demand as of October 27, 1955 of the following utility customers by the 
following volumes, to wit: Central Electric & Gas Company, 1,336 Mcf; Town of 
Coon Rapids, 100 Mcf; City of Guthrie Center, 126 Mcf; Harlan Municipal 
Natural Gas, 352 Mcf; Iowa Electric Light and Power Company, 4,321 Mcf; 
Iowa-Minnesota Natural Gas Company, 477 Mcf; Iowa Public Service Company, 
2,350 Mcf; Kansas Power & Light Company, 320 Mcf; Minnesota Natural Gas 
Company, 59 Mcf; Minnesota Valley Natural Gas Company, 1,749 Mcf; Nebraska 
Natural Gas Company, 246 Mcf; Northern States Power Company, 11,500 Mcf; 
Northern States Power Company of Wisconsin, 679 Mcf; Village of Pender, 
48 Mcf; New Ulm Public Utilities Commission, 325 Mcf ; Town of Remsen, 65 Mcf; 
and Town of Sanborn, 31 Mcf; (2) A total contract demand for North Central 
Public Service Co. of 10,286 Mcf per day as of October 27, 1955, after giving 
effect to the requested reduction of 5,000 Mcf per day contract demand for 
Dubuque, Iowa, and the 348 Mcf additional requested for Perry, Iowa; (3) an 
increase of 9,536 Mcf per day in the firm direct sales made through its so called 
“Peoples Natural Gas Division” and (4) interruptible sales through said Peoples 
Natural Gas Division to the Black Dog power generating station of Northern 
States Power Co. and to the municipal power plant at Grundy Center, Iowa. 
The remaining demands for gas Northern proposes to supply during the winter 
season of 1956-57, for which service Northern will file new and amendatory or 
supplemental applications covering the service, all as proposed in Docket Nos. 
G—2399, G-2458, G-2465, G-4259, G-4260 and G—4261. 

The additional facilities proposed to be installed by Northern are as follows: 

A 2,000-horsepower compressor unit in its Sunray, Texas, station and 3 line 
loops consisting of 3.23 miles of 6-inch pipe near Jefferson, Iowa, 1 mile of 6-inch 
pipe near Perry, Iowa, and 2.29 miles of 6-inch pipe near Webster City, Iowa. 
The estimated cost of these facilities is $760,600 which will be met from current 
funds. 

These facilities will make available for resale on Northern’s system an addi- 
tional 30,513 Mcf of gas per day and, together with existing capacity, Northern 
will be able to deliver to its customers at least 1,130,569 Mcf per day. 

None of the parties to these proceedings opposed Northern’s present proposal 
except as to Docket No. G—2409, and at the conclusion of the hearing Northern 
moved to amend its application in Docket No. G—4259 to conform to the evidence 
offered relating to the transportation and sale of gas as above referred to. This 
motion was granted by the Presiding Examiner. Northern further requested 
waiver of the intermediate decision procedure in the above dockets with the 
exception of Docket No. G-—2409, certain interveners representing coal and 
railroad interests opposed the granting of the application. 

The Commission finds: 

(1) Due and timely execution of its functions imperatively and unavoidably 
requires that the motion of Northern for omission of the intermediate decision 
procedure should be granted, and Docket No. G-2409 severed from these con- 
solidated proceedings for an initial decision by the Presiding Examiner. 

(2) Northern, a Delaware corporation having its principal place of business 
at Omaha, Nebraska, is engaged in the transportation of natural gas in inter- 
state commerce and in the sale in interstate commerce of natural gas for resale 
for ultimate public consumption and therefore is a natural gas company within 
the meaning of the Natural Gas Act. 

(3) The sales to be made for resale and the facilities hereinbefore described 
are to be made and used in the transportation of natural gas in interstate com- 
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merce, subject to the jurisdiction of the Commission, as an integral part of 
Northern’s existing pipeline system, and such sales together with the construction 
and operation of the said facilities are subject to the requirements of sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(4) The public convenience and necessity requires that a certificate issue 
covering that part of Northern’s application in Docket No. G-4259, as amended, 
relating to the above referred to sales for the 1955-56 winter season, and the 
construction and operation of the facilities relating thereto, including those 
in Docket No. G—2491. 

(5) Northern is able and willing properly to do the acts proposed in said 
application and to conform to the requirements, rules and regulations of the 
Commission thereunder. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv) and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure 
(18 CFR 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which con- 
struction of facilities authorized by this order shall be completed and in actual 
operation should be fixed at four months from the date on which this order 
issues. 


(7) The contract demand of North Central Public Service Company should 
be reduced to an amount of 10,286 Mcf per day beginning on October 27, 1955, 
as proposed by Northern and concurred in by North Central. 

The Commission orders: 

(A) The aforesaid Docket No. G-2409 be and the same hereby is severed from 
the remaining aforesaid dockets and the said Docket No. G—2409 be the subject 


of an initial decision by the Presiding Examiner. 

(B) In accordance with the provisions of Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, the intermediate decision procedure in the 
aforesaid proceedings, except as to Docket No. G—2409, be and the same is hereby 
omitted. 

(C) A certificate of public convenience and necessity be and the same hereby 
is issued upon the terms and conditions of this order, authorizing that part of 
Docket No. G—4259 covering the aforesaid sales proposed to be made by Northern 
of natural gas in interstate commerce for resale for the 1955-56 winter season 
and the construction and operation of the aforesaid related facilities, including 
the facilities requested in Docket No. G—2491. 

(D) The contract demand of North Central Public Service Co. shall not exceed 
10,286 Mcf per day on and after October 27, 1955, and the aforesaid proceedings 
in Docket Nos. G-—2063 and G-—8654 be and the same hereby are terminated. 

(E) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the is- 
suance of the certificate granted in paragraph (C) hereof, and to the exercise of 
the rights granted thereunder. 

(F) The time within which the facilities hereby authorized shall be con- 
structed and placed in operation, as provided by paragraph (2) of Section 157.20 
of the Commission’s Rules of Practice and Procedure is hereby fixed at 4 months 
from the date on which this order issues. 
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Findings and order issuing certificate of public convenience and necessity 
Washington Gas Light Co. 
Docket No. G—8882 
July 28, 1955 


Washington Gas Light Company (Applicant), a corporation with its principal 
place of business in Washington, D. C., filed on May 10, 1955, an application for 
a certificate of public convenience and necessity pursuant to Section 7 of the 
Natural Gas Act, authorizing Applicant to construct and operate approximately 
11 miles of 24-inch lines and a river-crossing across the Anacostia River in the 
District of Columbia and in Prince Georges County, Maryland, as hereinafter 
described, subject to the jurisdiction of the Commission, all as more fully repre- 
sented in the application, which is on file with the Commission and open to 
public inspection. 

Applicant states that the proposed facilities will extend from its Chillum 
Station in Maryland via its East Station in the District of Columbia to a point 
called Gordon’s Corner in Maryland. 

Applicant states that the proposed facilities are required to meet the require- 
ments of the rapidly expanding metropolitan Washington area served by it and 
particularly the area to be reached by the proposed line, which is southeast 
Washington and adjacent parts of the Maryland fringe area. The new facilities 
will reinforce Applicant’s entire system operations including those in Virginia. 

The estimated overall cost of the proposed construction is $2,000,000 to be 
financed from cash and/or the sale of securities to the public. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 21, 1955, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the application 
has been received. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 


herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Applicant, Washington Gas Light Company, a corporation of the United 
States, with its principal place of business at Washington, District of Columbia, 
is a “natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order of August 31, 1948, in Docket No. 
G-249, 3 F. P. C. 1077. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as an integral part of Applicant’s existing pipeline 
system, and the construction and operation thereof by Applicant are subject to 
the requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts proposed in said 
application and to conform to the requirements, rules and regulations of the 
Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
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157.20) should attach to the certificate hereinafter issued, and to the exercise 
of the rights granted thereunder, and that the time within which construction 
of facilities authorized by this order shall be completed and in actual operation 
should be fixed at 18 months from the date on which this order issued. 

(6) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Washington Gas Light Company to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application and exhibits appended thereto in this proceeding for the purposes 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1) (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (a) hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in operation, as provided by paragraph (2) of Section 157.20 
of the Commission’s Rules of Practice and Procedure, is hereby fixed at 18 months 
from the date on which this order issues. 


Findings and order issuing certificate of public convenience and necessity and 
permitting and approving abandonment of facilities 


United Fuel Gas Co. 
Docket No. G—8922 
July 29, 1955 


United Fuel Gas Company (Applicant), a West Virginia corporation with its 
principal place of business in Charleston, West Virginia, filed an application on 
May 18, 1955, pursuant to Section 7 of the Natural Gas Act, for a certificate of 
public convenience and necessity authorizing Applicant to abandon certain of 
its existing facilities and to construct and operate certain other additional facili- 
ties as hereinafter described, subject to the jurisdiction of the Commission, all 
as more fully represented in the application, which is on file with the Commission 
and open to public inspection. 

Applicant proposes (1) to abandon four existing compressor stations in West 
Virginia with an aggregate installed rating of 5,655 horsepower, and (2) to 
construct and operate two 500-horsepower compressor units in its existing Hubball 
Compressor Station in West Virginia, together with necessary appurtenant 
facilities. 

Applicant states that the present level of operations in four of its production 
areas, which level is not expected to increase, can be maintained without the 
utilization of four existing compressor stations, namely, Branchland, Goad, 
Trace Fork, and Turkey Creek. Applicant further states that, in connection 
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with the abandonment of the Branchland Station, reinforcement of the nearby 
Hubball Station is required, including an additional field line on the suction side 
of the Hubball Station. An additional field line is also required on the suction 
side of the existing Rock Camp Station. The two field lines aggregate approxi- 
mately 0.7 mile of 8-inch line. 

Applicant states that the 1,000 horsepower to be installed at its Hubball 
Station will consist of two 500-horsepower units to be moved from its Branchland 
Station, and that no abandonment of service will result from its proposals herein. 

Applicant estimates it will save $187,773 annually in direct operating cost at 
the four compressor stations to be abandoned, exclusive of fixed charges, which 
amount would be partially offset by an expected increase of $37,000 annually in 
operating cost at the Hubball Station. 

The estimated total cash outlay for the proposals herein is $247,500, to be 
provided for by Applicant’s parent, Columbia Gas Systems. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 21, 1955, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the application 
has been received. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 

The Commission finds: 

(1) Applicant, United Fuel Gas Company, a West Virginia corporation with 
its principal place of business at Charleston, West Virginia, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of March 1, 1944, in Docket No. G-341, 4 F. P. C. 534. 

(2) The facilities proposed to be abandoned and removed, as heretofore 
described, are used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, and the abandonment 
thereof by Applicant is subject to the requirements of subsection (b) of Section 7 
of the Natural Gas Act. 

(3) Such abandonment by Applicant, as heretofore described, is permitted by 
the public convenience and necessity, and an order authorizing and approving 
the same should be issued as hereinafter ordered. 

(4) The facilities proposed to be constructed, as hereinbefore described, are 
proposed to be used in the transportation.and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, as an integral part of 
Applicant’s existing pipeline system, and the construction and operation thereof 
by Applicant, are subject to the requirements of subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(5) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission, thereunder. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued, and to the exercise 
of the rights granted thereunder, and that the time within which construction 
of facilities authorized by this order shall be completed and in actual operation 
should be fixed at 5 months from the date on which this order issues, 

(7) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 130 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, not 
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having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 


The Commission orders: 

(A) Applicant be and it is hereby granted permission and approval for the 
abandonment of the natural-gas facilities hereinbefore described, upon the terms 
and conditions of this order. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application for the transporta- 
tion and sale of natural gas as therein set forth, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order. 

(C) This certificate shall be accepted in writing, and under oath by a respon- 
sible official of Applicant and the general terms and conditions set forth in para- 
graphs (1), (2), (3) (iii), (3) (iv), and (5) of Section 157.20 of the Commission’s 
Rules of Practice and Procedure shall attach to the issuance of the certificate 
granted in paragraph (B) hereof, and to the exercise of the rights granted 
thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 
5 months from the date on which this order issues. 

(E) Applicant shall report to the Commission in writing the date or dates 
of the abandonment of the facilities authorized herein. 


Order approving revised exhibit 
The Washington Water Power Co. 
Project No. 621 
July 29, 1955 


The Washington Water Power Company, licensee for major Project No. 621, 
filed with the Commission on May 31, 1955, a letter dated May 31, 1955, and two 
copies of a map in three sheets designated Exhibit B and showing the location 
of certain project lands which it desires to convey to the State of Idaho for 
highway improvement purposes, together with two copies of the deed of such 
conveyance dated March 25, 1955. 

By the deed’s terms the Grantee, State of Idaho, indemnifies and saves harmless 
the Grantor, The Washington Water Power Company, and its successors and 
assigns, from all loss, damage or injury to the rights or property granted, which 
the Grantee, its employees or agents, may directly or indirectly suffer from the 
proper operation of the project properties by the Grantor. 

The Licensee’s letter requests Commission approval of the change in status 
of the project lands and authorizes the Commission staff to revise Exhibit J-K 
(FPC No. 621-9) to show and describe thereon the minor changes indicated on 
Exhibit B and in the copy of the deed. 

The effect of approving revised Exhibit J-K will be to approve the conveyance 
of portions of the project area with the right reserved to continue the use of the 
lands for project purposes. 

The Commission jfinds: 

Exhibit J-K (FPC No. 621-9) as revised conforms to the Commission’s rules 
and regulations and should be approved as part of the license for the project. 


468917—59—__59 
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The Commission orders: 

(A) Revised Exhibit J-K (FPC No. 621-9) is approved as part of the license 
for the project. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Order issuing preliminary permit 
Ronald D. Taft 
Project No. 2158 
July 29, 1955 


Application was filed May 28, 1954, and later supplemented, by Ronald D. Taft, 
of Granite Falls, Washington, for a preliminary permit under the Federal Power 
Act (hereinafter referred to as the Act) for proposed Project No. 2158, to be 
located on South Fork Stillaguamish River, Elliott Creek, South Fork Sauk 
River, and Canyon Creek in Snohomish County, Washington, and affecting lands 
of the United States within the Mount Baker National Forest. 

As described in the application, the proposed project will consist of four 
separate developments on South Fork Stillaguamish River, each described as 
follows: 

(1) Silverton Development to consist of a dam, located downstream from 
Deer Creek in the SE14 of sec. 18, T. 30 N., R. 10 E., W. M., creating a reservoir 
with a storage capacity of about 80,000 acre-feet ; a tunnel about 9,500 feet long; 
a powerhouse with an installed capacity of about 23,000 kilowatts; diversion 
works located on Elliott Creek and South Fork Sauk River and a tunnel to 
divert water therefrom into Palmer Creek upstream from Silverton reservoir ; 
and appurtenant facilities. 

(2) Tyree Development to consist of an earth-fill dam, located about one-half 
mile upstream from Wisconsin Creek in the NE% of sec. 24, T. 30 N., R. 9 E., 
creating a reservoir with usable storage of about 40,000 acre-feet ; a tunnel about 
10,800 feet long; a powerhouse with an installed capacity of about 15,000 kilo- 
watts; and appurtenant facilities. 

(3) Robe Development to consist of a concrete dam, located in the SE%4 of 
sec. 11, T. 30 N., R. 7 E., creating a reservoir with usable storage of about 58,500 
acre-feet; a tunnel about 7,000 feet long; a diversion dam located on Canyon 
Creek and a canal and tunnel to divert water to the Robe reservoir ; a powerhouse 
with an installed capacity of about 30,000 kilowatts; and appurtenant facilities. 

(4) Granite Falls Development to consist of a concrete dam located in the 
SE of sec. 8, T. 30 N., R. 7 E., creating a reservoir with pondage only; a pipe- 
line about 4,800 feet long; a tunnel about 3,250 feet long; a powerhouse with an 
installed capacity of about 17,500 kilowatts; and appurtenant facilities. 

The applicant proposes to use the energy generated to meet the future demand 
for additional energy by Snohomish County Public Utility District, Bonneville 
Administration, and large industrial users. 

The permit issued herein does not authorize construction of the proposed 
project—being for the sole purpose of maintaining priority of application for a 
license for the project under the terms of the Federal Power Act. 

The Chief of Engineers, Department of the Army, in commenting on the appli- 
cation, offers no objection to issuance of the permit. 
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The Chief; Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Mount Baker National Forest, has reported favorably on 
the application and has recommended inclusion in the preliminary permit of 
stipulations for the protection and utilization of national forest land and 
resources substantially as hereinafter provided. 

An Assistant Secretary of the Interior, acting for the Secretary of the Interior, 
has reported favorably on the application and has requested inclusion in the 
preliminary permit of a stipulation in the interest of fish and wildlife resources 
substantially as hereinafter provided. 

The petition to intervene in the matter which was filed by the Department of 
Fisheries and the Department of Game of the State of Washington is being dis- 
missed by the Commission by separate order. 

The Commission jinds: 

(1) The applicant is a citizen of the United States. 

(2) The project will occupy lands of the United States within the Mount 
Baker National Forest. 

(3) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 

(4) The project does not affect any Government dam and no reason is apparent 
at this time for its development by the United States. 

The Commission orders: 

(A) This preliminary permit is issued to Ronald D. Taft (hereinafter referred 
to as the Permittee) for a period of 3 years, effective as of July 1, 1955, for the 
sole purpose of maintaining priority of application for a license for proposed 
Project No. 2158, affecting lands of the United States within the Mount Baker 


National Forest, subject to the terms and conditions of the Act which is hereby 
incorporated by reference as a part of this permit, and subject to such rules 
and regulations as the Commission has issued or prescribed under provisions 
of the Act. 


(B) This permit is also subject to the terms and conditions set forth in 
Form P-1, entitled “Terms and Conditions of Preliminary Permit,” 16 F. P. C. 
1303, which terms and conditions (described as Articles 1 through 8) are attached 
hereto and made a part hereof; and subject to the following special conditions 
set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each 6-month period 
from the effective date of the preliminary permit to the Commission’s Regional 
Engineer, San Francisco, California, having supervision over the project, or to 
such other officer as the Commission may designate, accurate statements of the 
work accomplished during the period and of the work contemplated under the 
permit for the ensuing period. 

Article 10. The Permittee shall during the period of project planning cooper- 
ate with the Departments of Fisheries and Game of the State of Washington 
and the United States Fish and Wildlife Service in order that adequate provision 
may be made for the protection of the fish and wildlife resources of the affected 
areas. 

Article 11. The Permittee shall, prior to undertaking any investigation work 
under this preliminary permit on national forest lands, consult with the Regional 
Forester, United States Forest Service, as to reasonable requirements relative 
to operations, field surveys and explorations, and shall abide by such require- 
ments; and shall cooperate with the United States Forest Service during the 
period of this permit to develop a plan for alleviation of damage to and achieving 
maximum utilization of national forest resources insofar as affected by the 
proposed project. 
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(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
preliminary permit. In acknowledgment of the acceptance of this preliminary 
permit, it shall be signed by the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Order further modifying order prescribing rate zones and rate differentials 
Northern Natural Gas Co. 
Docket No. G-2217 
August 2, 1955 


Upon further consideration of the order issued herein on May 20, 1955, 14 
F. P. C. 11, accompanying Opinion No. 281, as modified by order issued May 26, 
1955, 14 F. P. C. 761, the Commission orders: 

Paragraph (E) of said order issued on May 20, 1955, be and it is hereby 
amended to read as follows: 

(E) The revised tariff sheets filed pursuant to paragraphs (A), (B), and 
(C) above shall be substituted as of June 27, 1955, for First Revised Sheets 5, 
6, and 9 to Northern’s FPC Gas Tariff, Original Volume No. 1, which became 
effective as of December 27, 1954, subject to such refunds as may be hereafter 
ordered by the Commission in the aforesaid proceedings at Docket No. G—2505. 

Commissioner Connole not participating. 


Order amending order directing sale and delivery of natural gas 
The Dayton Power and Light Co. 
Docket No. G-8573 
August 4, 1955 


The Commission, by order issued May 31, 1955, 14 F. P. C. 771, in the above 
docket, pursuant to Section 7 (a) of the Natural Gas Act, directed The Ohio 
Fuel Gas Company (Ohio Fuel) to establish physical connection with the pro- 
posed facilities of The Dayton Power and Light Company (Dayton), for the sale 
and delivery of natural gas to the latter company for resale in the Village of 
Gordon, Ohio. 

Paragraph (A) of that order contains the following limitation, “providing 
Applicant [Dayton] enters into a service agreement with and commences the 
purchase of natural gas from Ohio Fuel prior to January 1, 1956.” The fore- 
going condition, similar to that usually contained in orders under Section 7 (a) 
of the Act, was included to protect the selling company from making provisions 
for the Commission directed sale for an indefinite period in case of delays by 
the buyer in taking the gas. 

Dayton has indicated that it has completed the installation of the distribution 
system in the Village of Gordon. However, a difference of opinion has arisen 
between Ohio Fuel and Dayton respecting the applicability of the proviso in the 
aforementioned order. Ohio Fuel believes that the proviso requires Dayton to 
sign a service agreement under Ohio Fuel’s contingent contract demand rate 
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schedule for Dayton’s full requirements of 272,000 Mcf per day as a condition 
precedent to the additional supply of 165 Mcf per day for the Village of Gordon. 

Dayton, which is vigorously contesting the contract demand form of rate 
sought by Ohio Fuel in Docket No. G—2281, urges that signing of a service agree- 
ment for all its requirements under Ohio Fuel’s interpretation of the proviso 
would prejudice its position in that proceeding. 

Inasmuch as both parties are ready to provide service for the Village of 
Gordon, and since the requirements for that service are de minimus insofar as 
Dayton’s total requirements are concerned, it appears that the current difference 
between the parties can be resolved most expeditiously by amendment of the 
order issued May 31, 1955, to provide reasonably for the service there involved 
and separated from other major issues which may be pending in other pro- 
ceedings. 

The Commission finds: 

It is reasonable and good cause exists to amend the order directing sale and 
delivery of natural gas issued herein on May 31, 1955, to delete that portion of 
the proviso relating to the signing of a service agreement and without prejudice 
to either party’s contentions in the current rate proceeding at Docket No. G-2281. 

The Commission orders: 

(A) Paragraph (A) of the order issued May 31, 1955, in this docket, be and the 
same hereby is amended so that the proviso clause therein shall read: 

providing Applicant commences the purchase of natural gas from Ohio 
Fuel prior to January 1, 1956. 

(B) The amendment of the order issued May 31, 1955, as herein provided is 
without prejudice to the contentions of Ohio Fuel and Dayton in the current rate 
proceeding at Docket No. G—2281. 

(C) Except as herein provided, the order issued May 31, 1955, in this docket, 
shall remain in full force and effect. 

Commissioner Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 


Wilcox Trend Gathering System, Inc. 
Docket No. G—8903 
August 5, 1955 


Wilcox Trend Gathering System, Inc. (Applicant), a Delaware corporation 
with its principal place of business in Dallas, Texas, filed an application on 
May 16, 1955, for a certificate of public convenience and necessity pursuant to 
Section 7 of the Natural Gas Act, authorizing Applicant to construct and operate 
facilities, as hereinafter described, subject to the jurisdiction of the Commission, 
all as more fully represented in the application. 

Applicant requests authority to construct and operate the following facilities: 

(1) A main line tap and approximately 2.05 miles of 3” pipeline extending 
southeasterly from the Kirkwood No. 1 Koenig well in the Barre and Koenig 
Fields in the Arneckeville Area, DeWitt County, Texas, to Applicant’s 16” O. D. 
main transmission line at Mile Post 41.4. 

(2) A main line tap and three 3” pipe lines having a total length of 0.83 mile 
connecting Kirkwood No. 1 Barre, Kirkwood No. 2-A Atkinson, and Kirkwood 
No. 3-A Atkinson wells in Barre and Koenig Fields. Arneckeville Area, DeWitt 
County, Texas, to Applicant’s 16” O. D. main transmission line at Mile Post 40.5. 
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Applicant is a transporter of natural gas for Texas Eastern Transmission 
Corporation to.whom all gas purchase contracts between applicant and various 
suppliers, have been assigned. 

Authorization to sell gas from the aforementioned wells of Kirkwood & Com- 
pany to Texas Eastern Transmission Corporation has been granted in Docket No. 
G-8797. 

Applicant states that the purpose of the facilities proposed herein is to connect 
these new sources of gas supply to its existing pipeline system. 

The total cost of the proposed facilities is estimated to be $47,000 and Appli- 
cant proposes to finance the project from funds on hand. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 29, 1955, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the application 
has been received. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 

The Commission finds: 

(1) Wilcox Trend Gathering System, Inc., a Delaware corporation having its 
principal place of business at Dallas, Texas, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order issued December 15, 1952, in Docket No. G—1959, 11 F. P. C. 435. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as an integral part of Applicant’s existing pipeline system, and 
the construction and operation thereof by Applicant are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts proposed in said 
application and to conform to the requirements, rules and regulations of the 
Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued, and to the exercise 
of the rights granted thereunder, and that the time within which construction 
of facilities authorized by this order shall be completed and in actual operation 
should be fixed at 4 months from the date on which this order issues. 

(6) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Wilcox Trend Gathering System, Inc. to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application and exhibits appended thereto in this proceeding for the purposes 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 
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(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (a) hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in operation, as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure, is hereby fixed at 
4 months from the date on which this order issues. 

Commissioner Draper not participating. 


Order confirming and approving rates and charges 


United States Department of the Interior, Southwestern Power Administration, 
Blakely Mountain Project 


Docket No. E-6600 
August 8, 1955 


Pursuant to the Flood Control Act of 1944 (58 Stat. 877), the Assistant Secre- 
tary of the Interior on behalf of Southwestern Power Administration (SPA) on 
December 29, 1954, submitted for confirmation and approval proposed rates and 
charges contained in an agreement dated August 20, 1954, as amended by agree- 
ment dated April 19, 1955, between the United States of America and the 
Arkansas Power and Light Company (Arkansas) providing for the disposition, 
sale and exchange of the power produced at the Blakely Mountain Project 
located on the Ouachita River in the State of Arkansas. 

The Blakely Mountain Project has an installed capacity of 75,000 kw and the 
average annual generation is estimated at 150,000,000 kwh. The project is iso- 
lated from SPA’s transmission system. The agreement provides for the delivery 
of the entire output of the project to Arkansas as scheduled by the company. 
In return Arkansas will deliver to SPA at points of delivery to SPA’s transmis- 
sion system and to other points of delivery at the direction of SPA, up to 
75,000 kw and 136,000,000 khw per year as scheduled by SPA. The 136,000,000 
kwh is equal to the sum of 100% of the estimated firm energy output and 50% 
of the estimated average secondary energy output of the project. It is also 
provided in the agreement that if, on review, the estimated average output of 
the project is changed, the 136,000,000 kwh commitment by Arkansas will be 
correspondingly changed. 

No money is paid in this transaction. SPA disposes of the entire output of 
the project to Arkansas and is paid in kind with power received. The money 
needed to pay off the project costs as required by the Flood Control Act of 1944 
can only come from the sale by SPA, under rates confirmed and approved by 
the Commission, of the power returned by Arkansas. 

It is anticipated that commercial operation of the project will begin by 
October 1, 1955. 

Notice of the proposed rates and charges was sent to interested State officials 
and published in the Federal Register on February 4, 1955 (20 FR 779), stating 
that any person desiring to make comments or suggestions for the Commission’s 
consideration with respect thereto should submit the same on or before February 
21, 1955. No comments or suggestions have been received. 
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The Commission finds: 

It is appropriate for the purposes of the Flood Control Act of 1944 that the 
disposition, sale and exchange of power upon the terms and conditions embodied 
in the agreement with the Arkansas Power and Light Company, referred to 
above, be confirmed and approved. 

The Commission orders: 

The proposed rates and charges for the disposition, sale and exchange of power 
of the Blakely Mountain Project, embodied in the agreement with Arkansas 
Power and Light Company dated August 20, 1954, as amended by agreement 
dated April 19, 1955, hereby are confirmed and approved. 

Commissioner Draper not participating. 


Order authorizing and approving acquisition of securities 
St. Joseph Light & Power Co. 
Docket No. E-6633 
August 8, 1955 


St. Joseph Light & Power Company (Applicant), incorporated in Missouri, 
having its principal business office at St. Joseph, Missouri, filed an application 
on June 29, 1955, with amendments thereto on July 8, 1955, for an order author- 
izing the acquisition of the entire outstanding capital stock of Missouri Service 
Company (Missouri Service). 

Missouri Service, incorporated in Missouri, with its principal business office 
at Tarkio, Missouri, is engaged in the generation, purchase, transmission, distri- 
bution and sale of electric energy at wholesale and retail in an area including 
three counties in northwestern Missouri and a small community in Iowa. 

After acquisition of Missouri Service’s capital stock, Applicant proposes to 
cause Missouri Service to be dissolved and liquidated and to acquire all of its 
property and assets and for this purpose Applicant will amend its application 
to request a supplemental order authorizing the acquisition of such property 
and assets. Applicant in its present application now seeks authority to acquire 
the outstanding 40,000 shares of Missouri Service’s common stock, par value $10 
per share, in exchange for 30,000 shares of common stock, no par value, of 
Applicant. As indicated in the purchase agreement between Applicant and the 
common stockholders of Missouri Service dated January 17, 1955, 25,500 of 
Applicant’s shares will be delivered to such stockholders, while the remaining 
4,500 shares will be held in escrow and delivered only if the rate of service 
growth of 13 incorporated towns in Missouri Service’s area approaches “normal” 
within the meaning of the agreement. 

Applicant states that the basis of exchange used in the purchase agreement 
was arrived at through arm’s-length negotiations taking into consideration the 
market value of Applicant’s common stock on the one hand, and on the other 
hand such factors as Missouri Service’s common stock equity, its net plant plus 
net current assets less long term debt, and the relationship of earnings per share 
of each company. 

The application indicates that Missouri Service’s plant is recorded at original 
cost and that Applicant’s investment in its stock is to be recorded at the book 
value. On this basis, the merger of Missouri Service’s facilities with those of 
Applicant will not result in the creation of an acquisition adjustment. 
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According to the application, Applicant and Missouri Service operate in 
adjacent areas; their electric facilities have been interconnected for many 
years; Missouri Service purchases over 98% of its electric energy requirements 
from Applicant; and the integration of the properties and facilities of Missouri 
Service into Applicant’s system will result in savings in cost of electric power 
and in general administrative and commercial expenses and will enable Applicant 
to more economically operate Missouri Service’s properties with resulting advan- 
tages to the public and the communities now served by Missouri Service, through 
assurance of continued service, betterment and extension of service and reduced 
electric rates. 

Written notice of the application has been given to the Missouri Public Service 
Commission, the Iowa State Commerce Commission and to the Governor of each 
of those States. Notice was also published in the Federal Register on July 13, 
1955 (20 FR 5002), stating that any person desiring to be heard or to make any 
protest with reference to the application should file a petition or protest on or 
before July 25, 1955. No protest or petition or request to be heard in opposition 
to the granting of such application has been received. By order dated July 1, 
1955 the Public Service Commission of Missouri approved the transfer of Mis- 
souri Service’s common stock to Applicant, the subsequent dissolution of Missouri 
Service and the acquisition of its assets by Applicant. 

The Commission finds; 

(1) Applicant owns and operates facilities, among others, for the transmission 
and sale at wholesale of electric energy which is generated in the States of 
Missouri and Iowa and consumed outside the state in which it is generated, all 
of which facilities are in addition to and do not include facilities used in local 
distribution or only for the transmission of electric energy in intrastate com- 
merce, or facilities for the transmission of electric energy consumed wholly by 
the transmitter, and such company is, therefore, a public utility within the 
meaning of the term as used in Section 203 of the Federal Power Act. 

(2) Missouri Service owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy which is generated in the State 
of Iowa and consumed in the State of Missouri, all of which facilities are in 
addition to and do not include facilities used in local distribution or only for 
the transmission of electric energy in intrastate commerce, or facilities for the 
transmission of electric energy consumed wholly by the transmitter, and such 
company is, therefore, a public utility within the meaning of that term as used 
in Section 203 of the Federal Power Act. 

(3) By the proposed transaction Applicant will acquire the securities of 
another public utility within the purview of and subject to the requirements of 
Section 203 of the Act. 

(4) The Applicant is organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of Section 204 (f) of the Federal Power Act, and the proposed issuance of 
common stock by Applicant, therefore, is exempt by virtue of that section from 
the requirements of Section 204 of the Federal Power Act. 

(5) The acquisition by Applicant of all of the outstanding capital stock of 
Missouri Service upon the terms and conditions proposed as hereinafter author- 
ized will be consistent with the public interest. 

(6) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The acquisition by Applicant of all of the outstanding shares of capital 
stock of Missouri Service upon the terms and conditions set forth in the appli- 
cation is hereby authorized and approved subject to the provisions of this order. 
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(B) This authorization shall expire unless acted upon within 60 days after 
the entry of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of costs which may come before this 
Commission or any other regulatory body. 

Commissioner Draper not participating. 


Order amending order directing physical connection of facilities and sale of 
natural gas by directing sale of additional volume of natural gas 


Town of Byhalia, Miss. 
Docket No. G-7181 
August 8, 1955 


The Town of Byhalia, Mississippi (Applicant), a municipal corporation, filed, 
on January 11, 1955, a motion to increase the maximum volume of natural gas 
which Trunkline Gas Company (Trunkline), pursuant to the provisions of 
Section 7 (a) of the Natural Gas Act, is required to deliver to Applicant from 
867 to 717 Mcf a day. 

The Presiding Examiner, by a decision issued August 16, 1954, In the Matters 
of Town of Flora, Illinois, et al., Docket Nos. G-2180 et al., a consolidated pro- 
ceeding involving 5 applications in addition to that of Byhalia, ordered Trunk- 
line, in Docket No. G-2373, to establish physical connection of its transmission 
main with the facilities proposed to be constructed by Applicant, and to sell and 
deliver a maximum of 367 Mcf of natural gas a day. This decision became 
effective on September 17, 1954, as the final decision and order of the Com- 
mission. 

Applicant states that the additional volume of natural gas is needed to supply 
the requirements of a factory manufacturing ceramic products which will be 
constructed in or near the Town of Byhalia if a sufficient supply of natural gas 
is available. 

Trunkline filed a letter on January 31, 1955, stating that it has no objection to 
increasing its maximum daily deliveries to Applicant to 717 Mcf. 

Due notice of the filing of the application, including publication in the Federal 
Register on May 20, 1955 (20 F. R. 3549), has been given. No protest to the 
request for the increased volume of natural gas or petition to intervene has 
been filed. 

The Commission finds: 

(1) Applicant is legally authorized to engage in the local distribution of 
natural gas. 

(2) Trunkline is a “natural-gas company” within the meaning of the Act 
and is subject to the jurisdiction of the Commission thereunder. 

(3) The order, as set forth above, in which Trunkline was directed to deliver 
and sell Applicant a maximum daily volume of 367 Mcf, should be amended to 
increase such maximum daily volume to 717 Mcf. 

(4) The requirement that Trunkline serve Applicant such increased maxi- 
mum daily volume, as hereinafter ordered, will not place an undue burden upon 
Trunkline, will not require it to enlarge its transportation facilities, or impair 
its ability to render adequate service to its customers. 
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The Commission orders: 

The examiner’s decision issued August 16, 1954, in inter alia, Docket No. 
G-2373, which became effective on September 17, 1954, as the final decision and 
order of the Commission, be and is hereby amended by substituting, in para- 
graph (3) on page 6, the figure 717 in place of the figure 367 under the heading 
“Maximum Demand Mef Per Day” and opposite the words “Byhalia, Mississippi.” 

Commissioner Draper not participating. 


Order directing physical connection of facilities and sale of natural gas 
The Cincinnati Gas & Electric Co. 
Docket No. G-8760 
August 8, 1955 


The Cincinnati Gas & Electric Company (Applicant), an Ohio corporation with 
its principal place of business in Cincinnati, Ohio, filed on April 13, 1955, an 
application, as amended May 3 and June 13, 1955, pursuant to Section 7 (a) 
of the Natural Gas Act for an order directing Texas Gas Transmission Company 
(Texas Gas) to establish physical connection of its transportation facilities 
with the facilities of Applicant’s proposed natural gas distribution system, and 
to sell natural gas to Applicant for local distribution to the public in the Village 
of Harrison, Ohio, and in the area adjacent thereto. 

Applicant proposes to interconnect its facilities with those of Texas Gas at a 
point 1.6 miles from the corporate limits of Harrison, Ohio. Applicant proposes 
to construct a natural gas distribution system in Harrison and a 4-inch trans- 
mission line connecting this distribution system with the facilities of Texas Gas. 
The overall cost of Applicant’s proposed facilities is estimated to be $231,350, 
which is proposed to be financed by funds on hand. 

Applicant estimates that the first year peak-day requirement will be 312 Mcf, 
and the third year peak-day is estimated to be 442 Mcf with an annual require- 
ment of 49,900 Mcf in 1958. 

Texas Gas, on May 12, 1955, filed an answer to the application, offering no 
objection to the requested orders, provided the daily delivery requirements be 
limited to 442 Mcf on a peak day, and provided Texas Gas shall not be obli- 
gated to render service until facilities authorized in Docket No. G-6854 are 
completed and the Applicant is ready to take service by June 1, 1956. 

Due notice of the filing of the application, including publication in the Federal 
Register on June 29, 1955 (20 FR 4601), has been given. No protest or petition 
to intervene in this proceeding has been filed, with the exception of a petition 
filed by The Ohio Fuel Gas Company for leave to intervene in the event a formal 
hearing were to be held on Applicant’s requested order under 7 (a) of the 
Natural Gas Act. 

The Commission finds: 

(1) Texas Gas Transmission Company, a Delaware corporation having its 
principal offices at Owensboro, Kentucky, is a “natural-gas company” within the 
meaning of the Natural Gas Act and subject to the jurisdiction of the Commis- 
sion, as heretofore found by the Commission in its opinion and order of March 
30, 1949, in Docket Nos. G-859, et al, 8 F. P. C. 190. 

(2) The Cincinnati Gas & Electric Company (Applicant), an Ohio corporation, 


is legally authorized to engage in the distribution of natural gas in the Village 
of Harrison, Ohio. 
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(3) It is necessary and desirable in the public interest to direct Texas Gas to 
establish physical connection of its transmission facilities with the facilities 
proposed to be constructed and operated by Applicant, and to sell and deliver to 
Applicant up to 442 Mcf of natural gas per day, subject to the completion of the 
facilities authorized in Docket No. G-6854. 

(4) The requirement that Texas Gas serve Applicant as proposed will not 
place an undue burden upon Texas Gas nor require Texas Gas to enlarge its 
transportation facilities for such purpose, nor impair its ability to render ade- 
quate service to its customers. 

The Commission orders: 

(A) Texas Gas Transmission Company be and it is hereby directed to estab- 
lish physical connection of its transmission facilities at a point approximately 
1.6 miles from the corporate limits of Harrison, Ohio, with the proposed pipeline 
facilities of Applicant, together with such metering, regulating and appurtenant 
facilities as may be necessary to render the service applied for herein, and to 
sell and deliver to Applicant up to 442 Mef of natural gas per day, upon com- 
pletion of the facilities authorized in Docket No. G—6854. 

(B) Applicant shall be prepared to receive the natural gas service ordered 
herein not later than June 1, 1956. 

(C) Texas Gas shall report to the Commission in writing, under oath the date 
of commencement of service to Applicant. 

(D) The issuance of the order herein is not and shall not be construed as 
approval by the Commission of the estimates and fees contained in the appli- 
cation. 

Commissioner Draper not participating. 


Order directing physical connection of facilities and sale of natural gas 
City of Clarendon, Ark.; Town of Holly Grove, Ark.; City of Marvell, Ark. 
Docket Nos. 772, G-8773, G-8774 
August 8, 1955 


The City of Clarendon, Arkansas, Town of Holly Grove, Arkansas, and City of 
Marvell, Arkansas (Applicants), municipalities organized under the laws of 
Arkansas, each filed on April 19, 1955, an application pursuant to Section 7 (a) 
of the Natural Gas Act for an order directing Texas Gas Transmission Company 
(Texas Gas) to establish physical connection of its transportation facilities with 
the facilities proposed to be constructed by the City of Marvell, and to sell 
natural gas to Applicants for local distribution to the public in the municipalities 
of Clarendon, Holly Grove, and Marvell, respectively, and in the areas adjacent 
thereto. 

The City of Marvell proposes to interconnect its facilities with those of Texas 
Gas at a point just south of Helena, Arkansas. Delivery of gas is to be made 
to the above-named communities through 52.8 miles of 6-inch, 5-inch, and 4-inch 
pipelines which the Cities of Marvell and Clarendon propose to construct extend- 
ing to Marvell and then on to Clarendon. The three natural gas distribution 
systems proposed to be constructed by each of the Applicants herein will be con- 
nected to these lines to receive the gas transported from Texas Gas’ system. 

The cost of the facilities to be constructed by the Applicants is estimated 
to be $476,000 for the City of Clarendon, $72,000 for the Town of Holly Grove and 
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$435,000 for the City of Marvell. The Applicants propose to finance their 
respective facilities by bond issues in the foregoing amounts at an interest rate 
of approximately 5 per cent to be amortized over a 30-year period. 

The estimated peak day requirements of the Applicants for the third year of 
operations at 15.025 psia are 684 Mcf for the City of Clarendon, 230 Mcf for 
the Town of Holly Grove and 641 Mcf for the City of Marvell. 

Texas Gas, on May 12, 1955, filed an answer to the applications, offering no 
objection to the requested orders, provided the daily delivery requirements be 
limited to third-year requirements on a peak day, and provided Texas Gas shall 
not be obligated to render service until facilities authorized in Docket No. G-6854 
are completed, and the Applicants are ready to take service by June 1, 1956. 

Due notice of the filing of the applications, including publication in the Federal 
Register on June 30, 1955 (20 FR 4668), has been given. No protest or petition 
to intervene in this proceeding has been filed. 

The Commission finds: 

(1) Texas Gas Transmission Company, a Delaware corporation having its 
principal offices at Owensboro, Kentucky, is a “natural-gas company” within the 
Natural Gas Act and subject to the jurisdiction of the Commission, as hereto- 
fore found by the Commission in its opinion and order of March 30, 1949, in 
Docket Nos. G—859, et al., 8 F. P. C. 190. 

(2) The City of Clarendon, Arkansas, the Town of Holly Grove, Arkansas, 
and the City of Marvell, Arkansas (Applicants), municipalities organized under 
the laws of Arkansas, are legally authorized to engage in the local distribution 
of natural gas. 

(3) It is necessary and desirable in the public interest to direct Texas Gas 
to establish physical connection of its transmission facilities with the facilities 
proposed to be constructed and operated by Applicants, and to sell and deliver 
to Applicants natural gas up to the estimated quantities for their third-year 
requirements on a peak day, subject to the completion of the facilities authorized 
in Docket No. G-6854. 

(4) The requirement that Texas Gas serve Applicants as proposed will not 
place an undue burden upon Texas Gas nor require Texas Gas to enlarge its 


transportation facilities for such purpose, nor impair its ability to render ade- 
quate service to its customers. 


The Commission orders: 

(A) Texas Gas Transmission Company be and it is hereby directed to estab- 
lish physical connection of its transmission facilities at a point just south of 
Helena, Arkansas, with the proposed pipeline facilities of the City of Marvell, 
together with such metering, regulating and appurtenant facilities as may be 
necessary to render the service applied for herein, and to sell and deliver to 
Applicants maximum daily obligations of natural gas up to 684 Mcf for Claren- 
don, 230 Mcf for Holly Grove and 641 Mcf for Marvell, upon completion of the 
facilities authorized in Docket No. G—6854. 


(B) Applicants shall be prepared to receive the natural gas service ordered 
herein not later than June 1, 1956. 


(C) Texas Gas shall report to the Commission in writing, under oath, the 
date of commencement of service to Applicants. 


(D) The issuance of the order herein is not and shall not be construed as 


approval by the Commission of the estimates and fees contained in the appli- 
cation. 


Commissioner Draper not participating. 
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Order directing physical connection of facilities and sale of natural gas 
Missouri Utilities Co. 
Docket No. G-8850 
August 8, 1955 


Missouri Utilities Company (Applicant), a Missouri corporation, address Cape 
Girardeau, Missouri, filed an application on May 3, 1955, pursuant to Section 
7 (a) of the Natural Gas Act, for an order directing Panhandle Eastern Pipe 
Line Company (Panhandle) to establish physical connection of its Jefferson 
City lateral with the facilities of Applicant at a point 4.2 miles northeast of the 
City of California, Missouri, and to sell natural gas to Applicant for local distri- 
bution and sale to the inhabitants of the City of California and its environs, 

It is estimated that 260 Mcf of natural gas per day will be required for service 
to the City of California during the winter months of 1955-56. This volume of 
natural gas is to be included in the amount of gas presently allocated to Appli- 
cant for resale in the City of Columbia, Missouri, and no additional allocation 
of natural gas is contemplated to be immediately required by Applicant in order 
to serve the City of California. 

Applicant proposes to interconnect its facilities with those of Panhan*le 
through 4.2 miles of lateral line for which it has obtained authorization to 
construct, maintain and operate from the Missouri I’ublic Service Commission. 

By letter dated May 17, 1955, Panhandle stated that it has no objection to the 
granting of the application since there will be no increase in the natural gas 
demand upon Panhandle in excess of the quantities presently authorized. Due 
notice of the application was published in the Federal Register on June 24, 1955 


(20 FR 4458). No petition to intervene or protest to the granting of the appli- 
cation has been received. 


The Commission finds; 


(1) Panhandle, a Delaware corporation having its principal place of business 
at Kansas City, Missouri, is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption, subject 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission, 3 F. P. C. 273. 

(2) Applicant is a person legally authorized to engage in the local distribution 
of natural gas to the public in the City of California, Missouri, within the mean- 
ing of the Natural Gas Act. 

(3) It is necessary and desirable in the public interest to direct Panhandle to 
establish physical connection of its transmission system with the facilities pro- 
posed to be constructed and operated by Applicant and to sell and deliver to 
Applicant natural gas to be resold in the City of California, Missouri, such 
natural gas to be provided from Applicant's presently existing contract demand. 

(4) The requirement that Panhandle serve Applicant, as proposed, will not 
require it to enlarge its transportation facilities for such purpose, nor impair 
its ability to render adequate service to its existing customers. 

The Commission orders: 

Panhandle be and it is hereby directed to establish physical connection with 
the facilities of Applicant and to sell and deliver to Applicant natural gas to be 
resold in the City of California, Missouri: Provided, however, That such natural 
gas is to be provided from Applicant’s presently existing contract demand: and, 
Provided, further, That if Applicant shall not have commenced the purchase of 
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natural gas from Panhandle by April 1, 1956, as herein directed, Panhandle shall 
be relieved of the duty to render the service herein ordered. 
Commissioner Draper not participating. 


Order issuing preliminary permit 
Merced Irrigation District 
Project No. 2179 
August 10, 1955 


Application was filed February 28, 1955, by Merced Irrigation District, of 
Merced, California, for a preliminary permit under the Federal Power Act (here- 
inafter referred to as the Act) for proposed Project No. 2179, to be located on the 
Merced River in the vicinity of Coulterville, Bagby, and Briceburg in Mariposa 
County, California, and affecting public lands of the United States. 

As described in the application, the proposed project, tentatively known as 
Horseshoe Bend Reservoir and Project, will consist of Horseshoe Bend Dam, 
about 460 feet high, across Merced River; a reservoir formed by the dam, with 
a capacity of about 900,000 acre-feet; Horseshoe Bend Powerhouse with a pro- 
posed installed capacity of about 64,000 kilowatts; and appurtenant hydraulic, 
mechanical, and electrical facilities and miscellaneous project works. 

The applicant proposes to use the power to be developed by the proposed 
project in the operation and maintenance of its subject project works and to 
make it available to public agencies, persons, firms, and corporations using or 
supplying power within the District or in the area of the Northern California 
power market; and it also proposes to use the project for irrigation, power, and 
flood control purposes in conjunction with its Exchequer Project under license 
as Project No. 88. 

The Chief of Engineers, Department of the Army, in commenting on the appli- 
cation, informed the Commission that the Corps of Engineers has no objection 
to the granting of a preliminary permit to the applicant, but recommends that 
further consideration be given to provisions for flood control storage in the 
applicant's plan of improvement so as to insure optimum development of the 
site and stated that the Corps of Engineers will cooperate in furnishing engineer- 
ing data and advice with respect to flood control. 

An Assistant Secretary of the Interior, acting for the Secretary of the Interior, 
has reported favorably on the application and has requested inclusion in the 
preliminary permit of a stipulation in the interest of fish and wildlife conserva- 
tion as hereinafter provided. 

The permit issued herein does not authorize construction of the proposed 
project—being for the sole purpose of maintaining priority of application for a 
license for the project under the terms of the Federal Power Act. 

The Commission finds: 

(1) The applicant is a public corporation organized under the laws of the 
state of California and is a municipality within the meaning of Section 3 (7) 
of the Act. 

(2) The project will occupy lands of the United States. 

(3) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 

(4) The project does not affect any Government dam and no reason is apparent 
at this time for its development by the United States. 
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The Commission orders: 

(A) This preliminary permit is issued to Merced Irrigation District (herein- 
after referred to as the Permittee) for a period of three years, effective as of 
August 1, 1955, for the sole purpose of maintaining priority of application for a 
license for Project No. 2179, affecting public lands of the United States, subject 
to the terms and conditions of the Act which is hereby incorporated by reference 
as a part of this permit, and subject to such rules and regulations as the Com- 
mission has issued or prescribed under the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in 
Form P-1, entitled “Terms and Conditions of Preliminary Permit,” 16 F. P. C. 
1303, which terms and conditions (described as Articles 1 through 8) are attached 
hereto and made a part hereof; and subject to the following special conditions 
set forth hereiu as additional articles: 

Article 9. The Permittee shall submit at the close of each six-month period 
from the effective date of the preliminary permit to the Commission’s Regional 
Engineer in San Francisco, California, having supervision over the project, or to 
such other officer as the Commission may designate, accurate statements of the 
work accomplished during the period and of the work contemplated under the 
permit for the ensuing period. 

Article 10. The Permittee shall during the period of project planning consult 
with the Division and District Engineers, Corps of Engineers, at San Francisco 
and Sacramento, California, with respect to flood control requirements. 

Article 11. The Permittee shall during the period of project planning co- 
operate with the California Department of Fish and Game and the United States 
Fish and Wildlife Service in an effort to develop a plan which is compatible with 
fish and wildlife conservation. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the Act, 
and failure to file such an application shall constitute acceptance of this prelimi- 
nary permit. In acknowledgment of the acceptance of this preliminary permit, 
it shall be signed for the Permittee and returned to the Commission within 60 
days from the date of issuance of this order. 

Commissioner Draper not participating. 


Order confirming and approving amendment to rate schedule 
United States Department of the Interior, Southwestern Power Administration 
Docket No. E-6337 
August 10, 1955 


On April 8, 1955, Southwestern Power Administration (SWPA) filed for this 
Commission’s confirmation and approval under the Flood Control Act of 1944 
(58 Stat. 887), an amendment dated March 11, 1955, to the basic long-term 
contract dated July 18, 1950, between SWPA, Public Service Company of Okla- 
homa and Oklahoma Gas and Electric Company. 

The basic contract was filed January 9, 1951, and confirmed and approved as 
to rates for a limited period by the Commission’s order issued February 7, 1951, 10 
F. P. C. 716, in the above docket. Such confirmation and approval was extended 
several times, the latest being by order issued January 5, 1955, 14 F. P. C. 506, 
which provided for an extension until the Commission approved new rate sched- 
ules. The contract provides for the delivery by SWPA of power to the Oklahoma 
companies and for power and transmission services by those companies necessary 
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to serve “preference” customers for SWPA’s account. The capacity that SWPA 
is obligated to provide for the companies in any month (which in turn estab- 
lishes the amount of energy it is obligated to deliver) is equal to 1.65 times the 
sum of the contract demands of the customers served by the companies for the 
account of SWPA, or the sum of their actual demands during the previous 
month, whichever is the greater. 

In its letter transmitting the proposed amendment, the Department of the 
Interior states that, due to SWPA’s limited power supply, it is unable to supply 
the entire future power requirements of these “preference” customers, and that 
this necessitates the customers purchasing their added requirements from the 
Oklahoma companies. The proposed amendment provides a method for com- 
puting the amount of power and energy delivered by the Oklahoma companies to 
SWPA’s customers for SWPA’s account when such customers also purchase their 
additional power and energy from one of the companies at a common point of 
delivery. In such event, deliveries attributed to SWPA shall be a pro rata share 
of the total demand and energy delivered each month based upon the customer's 
contract demands with the respective suppliers. 

The Commission finds: 

(1) The proposed amendment, filed April 8, 1955, to SWPA’s basic agreement 
with the Oklahoma companies, filed January 9, 1951, requires approval of the 
Commission as to rates and charges, in accordance with the Flood Control Act 
of 1944. 

(2) The proposed amendment to SWPA’s basic agreement with the Oklahoma 
companies, referred to above, is not inconsistent with the purposes of the Flood 
Control Act of 1944, and should be confirmed and approved as to rates and 
charges, beginning with the date of issuance of this order, until the approval of 
the basic agreement, granted by order issued February 7, 1951, as extended by 
order issued January 5, 1955, in Docket No. E-6337, is terminated or superseded. 

The Commission orders: 

The proposed amendment to SWPA’s basic agreement with the Oklahoma com- 
panies, as referred to above, is confirmed and approved, beginning with the date 
of issuance of this order, until the approval of the basic agreement, granted by 
order issued February 7, 1951, as extended by order issued January 5, 1955, in 
Docket No. E-6337, is terminated or superseded. 

Commissioners Draper and Connole not participating. 


Order granting rehearing in part and denying rehearing in part 
and denying motions to stay 


Texas Eastern Transmission Corp. 
Docket No. G-2503 
August 12, 1955 


Interveners, City of Pittsburgh (Pittsburgh), River Company, Inc., et ai. 
(River Company), and American Pipeline Corporation (American), each filed 
timely petitions for rehearing of our Opinion No. 282 and accompanying order 
issued herein on June 24, 1955, 14 F. P. C._—granting permission to abandon and 
issuing a certificate of public convenience and necessity to Texas Eastern Trans- 
mission Corporation (Texas Eastern). Each of said petitions for rehearing 
alleged, among other things, error in that by our amendatory order issued 
July 1, 1955, Texas Eastern was authorized to substitute certain facilities in 
lieu of those authorized by our original order issued June 24, 1955. without 
hearing. 

468917—59——60 
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The petitions for rehearing do not set forth in what manner Petitioners might 
be adversely affected by the construction of the substitute facilities as authorized 
by the amendatory order rather than the construction of the facilities originally 
authorized. However, in the circumstances, in order that the evidence with 
respect to such change or substitution of facilities be of record and that these 
interveners may have an opportunity to be present and to participate in develop- 
ment of such record, we shall grant a rehearing herein for that specific purpose. 
Such rehearing shall be limited to the issue of whether the substitute facilities 
authorized by our order issued July 1, 1955, will better serve the public interest 
than the facilities originally authorized by our order issued June 24, 1955. 

All matters presented by petitions for rehearing which heretofore have been 
before this Commission have been fully considered prior to the adoption and 
issuance of Opinion No. 282 and accompanying order. We are of opinion that 
such matters have been determined properly. Matters now having been pre- 
sented for the first time have been considered and found to be without merit. 
A rehearing with respect to such matters should be denied. 

American and River Company, Inc., et ‘al., have also requested a stay of the 
effectiveness of our orders pending rehearing. The evidence of record does not 
establish that these interveners have been or could be aggrieved as a result of 


the orders issued herein. Therefore, the requests for stay above referred to 
should be denied. 

The Commission orders: 

(A) The petitions for rehearing filed by the City of Pittsburgh, River Com- 
pany, Inc., et al., and American Pipeline Corporation be and they are hereby 
granted to the extent that they request rehearing with respect to the Commis- 
sion’s amendatory order issued July 1, 1955, herein. More specifically, such 
rehearing shall be limited to the issue of whether the substitute facilities author- 
ized by the aforementioned order will better serve the public interest than the 
facilities originally authorized by the order issued June 24, 1955, accompanying 
Opinion No, 282. In all other respects said petitions for rehearing be and the 
same are hereby denied. 

(B) The petitions by American Pipeline Corporation and River Company, 
Inc., et al. for a stay of the orders issued June 24, 1955, and July 1, 1955, herein, 
be and the same are hereby denied. 

(C) A public hearing be held, pursuant to the authority contained in and 
subject to the jurisdiction conferred upon the Federal Power Commission by 
Sections 15 and 19 (a) of the Natural Gas Act, and the Commission’s Rules of 
Practice and Procedure, commencing on September 14, 1955, at 10:00 a.m. 
(EDST), in a hearing room of the Federal Power Commission, 441 G Street, 
N. W., Washington, D. C., concerning the issues set forth in paragraph (A) of 
this Order. 

Chairman Kuykendall and Commissioner Draper not participating. 





























Order amending opinion and order issuing certificate of public convenience 
and necessity 


Transcontinental Gas Pipe Line Corp. 
Docket Nos. G-4185 and G-2367 


August 12, 1955 





-On June 28, 1955, South Jersey Gas Company (South Jersey) filed a petition 
to amend the Commission’s order issued March 7, 1955, accompanying Opinion 
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No. 280, 14 F. P. C. 1, issuing a certificate of public convenience and necessity 
to Transcontinental Gas Pipe Line Corporation (Transcontinental). On July 7, 
1955, Transcontinental filed a response in support of and joining in the said 
petition. 

The Commission by its order issued March 7, 1955, authorized Transcontinental 
to sell and deliver up to 1,045 Mcf of natural gas per day to Salem Gas Company 
(Salem Gas) in New Jersey and 9,000 Mcf of natural gas per day to South 
Jersey. 

South Jersey has entered into an agreement to purchase the capital stock of 
Salem Gas. Said agreement provides for settlement and for the acquisition of 
Salem Gas’ capital stock by South Jersey on August 1, 1955, or 10 days after all 
necessary governmental approvals are secured, whichever date occurs later. Upon 
acquisition of the capital stock of Salem Gas, South Jersey proposes to dissolve 
Salem Gas and merge its properties with those of South Jersey. One of the condi- 
tions of South Jersey's agreement to purchase the stock of Salem Gas provides 
that prior to the time of settlement Salem Gas’ allocation of 1,045 Mcf per day be 
transferred to South Jersey. 

Both Salem Gas and South Jersey have made formal application to the New 
Jersey Board of Public Utility Commissioners for authority to proceed with the 
proposed sale, purchase and merger described therein. 

South Jersey and Transcontinental request that paragraph (B) of the Com- 
mission’s order issued March 7, 1955, be amended by substituting the figure 
“10,045” opposite the name of “South Jersey Gas Co.” in column 4 of Table A 
(which is incorporated by reference in ordering paragraph (B)); that ordering 
paragraph (D) be amended by striking out the name “Salem Gas Company” and 
the figure “1,045.” 

South Jersey and Transcontinental further request that the Commission's 
order authorizing the amendments set forth in the preceding paragraph be con- 
ditioned upon approval by the New Jersey Board of Public Utility Commissioners 
of the merger of Salem Gas and South Jersey. 

The Commission finds: 

It is appropriate, to carry out the provisions of the Natural Gas Act, that the 
order issued on March 7, 1955, accompanying Opinion No. 280 in Dockets Nos. 
G-4185, G-2367, be amended in the manner and subject to the conditions set 
forth above. 

The Commission orders: 

Paragraphs (B) and (D) of the Commission's order issued March 7, 1955, ‘in 
Docket Nos. G-—4185, G-—2367, be and the same are hereby amended to read, 
respectively, as follows: 

(B) Transcontinental is hereby authorized and directed to sell and deliver 
additional volumes of natural gas to its existing customers, in the maximum 
volumes set forth in column 4 of table A, supra, provided that before the addi- 
tional service to Toccoa authorized herein is commenced, Transcontinental shall 
file with the Commission notice of the cancellation of its service agreement with 
Lavonia, together with satisfactory evidence of Lavonia’s agreement thereto, 
and provided further that if the New Jersey Board of Public Utility Commis- 
sioners approves the merger of South Jersey Gas Company and Salem Gas Com- 
pany prior to the commencement of the additional service authorized herein, 
then in that event the additional allocation to South Jersey shall be “10,045 Mcf 
per day” in lieu of the figure of “9,000 Mcf per day” appearing opposite “South 
Jersey Gas Co.” in column 4 of table A. 

(D) Transcontinental is hereby authorized and directed to sell and deliver 
volumes of natural gas to the following new customers, in the maximum volumes 
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set forth below, provided that if the New Jersey Board of Public Utility Com- 
missioners approves the merger of South Jersey Gas Company and Salem Gas 
Company prior to the commencement of the new service authorized herein then 
in that event the allocation to Salem Gas Company shall be considered as deleted 
from this paragraph and the allocation to South Jersey Gas Company shall be 
increased by a corresponding volume as provided in paragraph (B), supra: 


Mef at 14.7 
psia 


Salem Gas Company 

OE OU, MI I NOR sci acag coestonennnscerasvsarcesdtetesionregepceeirematthince-p-emotaenpia Metarteeenratiineicdine 4,338 
City Gas Co. of New Jersey 820 
Re Or I es crecirsices coeosntcectsnvepcancnnrecseques Die engletmecenncetetmnccmanes tte 3,568 
SE EE I CT TOR icici ecieuacncwusctsanpnmesenoees 1,000 
Natural Gas Co. of Western Carolina (Belton, Abbeville and Due West)_ 2,394 


Chairman Kuykendall and Commissioner Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 
Texas Gas Transmission Corp. 
Docket No. G-8827 
August 12, 1955 


Texas Gas Transmission Corporation (Applicant), a Delaware corporation: 
with its principal place of business in Owensboro, Kentucky, filed an application 
on April 29, 1955, for a certificate of public convenience and necessity, pursuant 
to Section 7 of the Natural Gas Act, authorizing Applicant to increase its sales 
of natural gas to two existing customers subject to the jurisdiction of the Com- 
mission, as hereinafter described, all as more fully represented in the Application. 

Applicant proposes to increase its natural gas sales to Southern Indiana Gas 
and Electric Company (Southern Indiana) and Gibson County Utility District 
(Gibson County), each serving communities in western Tennessee. No addi- 
tional facilities are needed by Applicant to make the proposed increased deliveries. 

Southern Indiana has requested that its contract demand from Applicant be 
increased by 4,253 Mcf per day} which will give it a new contract demand of 
44,8801 Mcf per day. It appears that Southern Indiana expects to take less gas 
from its storage field next winter and accordingly will require.more gas from 
Applicant. 

Gibson County received gas for the first time in November 1953. The estimate 
on which its allocation in Docket No. G-6854 was based was prepared in August 
1954, after less than one year of operation. Now that another heating season 
has passed, it finds that it needs an additional 664 Mcf per day which will raise 
its allocation to 8,875 Mcf at 14.73 psia. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
August 5, 1955, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the appli- 
cation has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision. 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


1 At 14.73 psia. 
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The Commission finds: 

(1) Applicant, Texas Gas Transmission Corporation, having its principal 
place of business in Owensboro, Kentucky, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order issued March 30, 1949, in Docket No. G—859, 8 F. P. C. 228. 

(2) The sales of natural gas hereinbefore described, as more fully described 
in the application are made in interstate commerce subject to the jurisdiction 
of the Commission, and such sales by Applicant, together with the operation of 
any facilities subject to the jurisdiction of the Commission necessary therefor, 
are subject to the requirements of subsections (c) and (e) ef Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The sales of natural gas by Applicant, together with the operation of any 
facilities subject to the jurisdiction of the Commission necessary therefor, are 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and is hereby issued, 
upon the terms and conditions of this order, authorizing the increased sales and 
deliveries by Applicant of natural gas in interstate commerce, subject to the 


jurisdiction of the Commission, as hereinbefore described and as more fully 
described in the application and exhibits in this proceeding. 

(B) The certificate shall be accepted in writing and under oath by Applicant 
within 30 days from the issuance of this order. 

Chairman Kuykendall and Commissioner Draper not participating. 


Order terminating proceedings 


Consolidated Gas, Electric Light and Power Company of Baltimore v. 
Pennsylvania Water & Power Co. 


Docket No. E-6441 
August 15, 1955 


By joint motions filed July 1, 1955, to which the staff of this Commissivu von- 
sented, Baltimore Gas and Electric Company (Baltimore Co.) (formerly Con- 
solidated Gas, Electric Light and Power Company of Baltimore), the Maryland 
Public Service Commission and the Pennsylvania Power & Light Company 
(P. P. & L.), successor to the Pennsylvania Water & Power Company (Penn 
Water), requested that the proceedings herein be dismissed. 

These proceedings commenced when Baltimore Co. filed its complaint on July 
23, 1952, to determine whether certain amounts billed to it by Penn Water in 
the years 1946-1952 were properly chargeable under Penn Water’s applicable 
rate schedules. The items unpaid and in dispute were principally expenses ef 
litigation, expenditures for legal and advisory services, payments for FPC 
license fees and return on certain investments, amounting in all to $2,197,776.42, 
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and income taxes applicable in the amount of $1,092,671.67. After a number of 
postponements, granted because of the possibility of the settlement of the con- 
troversy, the hearings in the proceedings were completed July 8, 1954, and the 
filing of briefs was completed in September 1954. However, before the Presiding 
Examiner’s opinion was rendered, Baltimore Co. and P. P. & L., as successor to 
Penn Water, entered into a letter-settlement agreement, dated December 22, 
1954, contingent upon the merger of Penn Water into P. P. & L. Upon applica- 
tion by Penn Water and P. P. & L. by order issued May 5, 1955, in Docket Nos. 
E-6597 and E-6598, this Commission approved the merger of Penn Water into 
P. P. & L., and such merger took place on June 1, 1955. 

The settlement agreement covered numerous disputes existing between Balti- 
more Co. and Penn Water. Pursuant to this settlement agreement, Baltimore Co. 
has paid P. P. & L. $2,846,747! in full settlement of all disputed bills and the 
rate base case, Pennsylvania Water & Power Company, Docket No. E-6540. Of 
the above amount, $1,904,724.22 is applicable to the settlement of Docket No. 
E-6441, comprising $934,940.22, representing items of disputed bills exclusive of 
taxes, and corresponding to the exact amount recommended for allowance by 
the staff in its brief, and comprising $969,784.00 2? representing reimbursement to 
Penn Water of taxes paid by it, also in accordance with the recommendations 
of the staff’s brief. 

In accordance with undertakings made in the merger dockets, Baltimore Co., 
the Public Service Commission of Maryland and P. P. & L. filed their motion to 
dismiss the proceedings in Docket No. E-6441, reciting that the settlement, de- 
scribed in the Commission’s order in the merger dockets, had been consummated. 

The Commission jinds: 

It is appropriate, to carry out the provisions of the Federal Power Act, and in 
the public interest, to terminate the proceedings in the above-entitled matter. 

The Commission orders: 

The proceedings in Docket No. E-6441 be and they are hereby terminated. 

Chairman Kuykendall and Commissioner Draper not participating. 


Order terminating proceedings 


Consolidated Gas, Electric Light and Power Co. of Baltimore, v. Pennsylvania 
Water & Power Co., Respondent, Public Service Commission of Maryland, Inter- 
vener; Public Service Commission of Maryland v. Pennsylvania Water & Power 
Co., Susquehanna Transmission Co. of Maryland, Safe Harbor Water Power 
Corp., Consolidated Gas, Electric Light and Power Co. of Baltimore, Metropolitan 
Edison Co., Pennsylvania Power & Light Co., and Philadelphia Electric Co., 
Respondents, Pennsylvania Public Utility Commission, Intervener 


Docket Nos. E-6445, E-6350 
August 15, 1955 


On July 1, 1955, Baltimore Gas & Electric Company (Baltimore Co.) (formerly 
Consolidated Gas, Electric Light and Power Company of Baltimore), the Public 
Service Commission of Maryland (P. S. C.), Pennsylvania Power & Light Com- 
pany (P. P. & L.) and Philadelphia Electric Company (P. E.) filed a joint motion 
for dismissal, to which Metropolitan Edison Company (M. E.) stated it had no 


1 This amount also includes certain tax adjustments resulting from the settlement of 
Docket No. B-6441, described in the Commission's merger order. 

2 This amount also includes certain tax adjustments resulting from the settlement of 
Docket No. E-6441, described in the Commission’s merger order. 
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objections and to which the Pennsylvania Public Utility Commission, Safe 
Harbor Power Corporation (Safe Harbor) and the staff of this Commission 
consented. 

These proceedings commenced with the filing of the complaint of P. S. C. on 
April 10, 1951, in Docket No. E-6350, with respect to the electric service of Penn 
Water and Safe Harbor, and the complaint of Baltimore Co. on July 23, 1952, 
in Docket No. E-6445, with respect to Penn Water’s rates. Both dockets were 
consolidated by the Commission’s order issued September 3, 1953, which defined 
and limited the issues. After postponements because of the possibility of settle- 
ment, hearings were held in 1954, but have not been completed because Baltimore 
Co. and P. P. & L. as successor to Penn Water, entered into a letter settlement 
agreement dated December 22, 1954, contingent upon the merger of Penn Water 
into P. P. & L. Upon application by Penn Water and P. P. & L. by order issued 
May 5, 1955, in Docket Nos. E-6597 and E-6598, this Commission approved the 
merger of Penn Water into P. P. & L. and such merger took place on June 1, 1955. 

The settlement agreement covered numerous disputes existing between Balti- 
more Co. and Penn Water, of which the allocation of Safe Harbor’s output, and 
the operation of the Safe Harbor plant and Penn Water’s Holtwood plant were 
particularly at issue in this proceeding. 

In accordance with the settlement agreement and in connection with the 
merger, Penn Water on May 18, 1955, filed a new rate schedule for electric 
service to Baltimore Co. (FPC No. 19) and a new rate schedule for transmission 
service to Baltimore Co. (FPC No. 20), which were allowed to take effect as of 
June 1, 1955, by the Commission’s order issued May 26, 1955. On June 6, 1955, 
P. P. & L. filed a new agreement (Rate Schedule FPC No. 17) for interchange 
with Baltimore Co., P. E. and M. E. to which concurrences have been filed subse- 
quently by all the parties, the last being July 13, 1955. On June 9, 1955, Safe 
Harbor filed a new rate schedule (FPC No. 6) continuing the sale of two-thirds 
of its output to Baltimore Co., but substituting P. P. & L. for Penn Water with 
respect to the remaining one-third. In other respects rate schedule filings made 
necessary as a result of the merger have been completed, including the assump- 
tion of Penn Water’s rate schedules by P. P. & L. where such rate schedules 
continue in effect. 

The joint motion to dismiss was filed in accordance with undertakings filed 
by the parties to this proceeding in the merger docket. 

The Commission finds: 

It is appropriate to carry out the provisions of the Federal Power Act and in 
the public interest, to terminate the proceedings in the above-entitled matter. 

The Commission orders: 

The proceedings in Docket Nos. E-6350 and E-6445 be and they are hereby 
terminated. 

Chairman Kuykendall and Commissioner Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 


Algonquin Gas Transmission Co. and Tennessee Gas Transmission Co. 
Docket No. G—8872 
August 15, 1955 


Algonquin Gas Transmission Company (Algonquin) and Tennessee Gas Trans- 
mission Company (Tennessee) filed, on May 9, 1955, a joint application, as 
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supplemented on June 7, 1955, pursuant to Section 7 of the Natural Gas Act, 
for a certificate of public convenience and necessity authorizing the exchange 
of natural gas between them and the construction and operation of the facilities 
required to effect the change. 

Tennessee proposes to establish a delivery point on its 16-inch transmission 
pipeline connecting with the facilities of Hartford Gas Company (Hartford), 
a customer of Algonquin. Tennessee will deliver natural gas to Hartford for 
the account of Algonquin. Concurrently, Algonquin will return equivalent vol- 
umes of gas to Tennessee at established interconnections of their facilities at 
Southington, Connecticut, or at Ashland, Massachusetts, or another mutually 
acceptable point. The proposed exchange will not increase the maximum daily 
quantity of natural gas which Algonquin is now obligated to make available to 
Hartford under previous Commission authorization. 

The estimated cost of construction of the Tennessee-Hartford interconnection 
with a metering station is $41,587. This money will be reimbursed to Tennessee 
by Hartford. Tennessee will operate the station under lease from Hartford and 
Algonquin will pay to Tennessee $167 per month for expenses of operation and 
maintenance of the station. 

Maximum deliveries by Tennessee to Hartford for the account of Algonquin 
are estimated at 204 Mcf per hour (at 14.73 psia). 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
August 2, 1955, respecting the matters involved in and the issues presented by 
the applications. No protest to the granting of the applications has been received. 
Staff counsel moved orally at the hearing that the intermediate decision proce- 
dure be omitted and the Commission render a decision herein pursuant to Sec- 
tion 1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 

The Commission finds: 

(1) Algonquin Gas Transmission Company is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its Opinion No, 206 and accompanying order issued February 27, 1951, in Docket 
No. G-1319, 10 FPC 35. 

(2) Algonquin is able and willing properly to do the acts and to perform the 
service proposed by it, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(3) The exchange of natural gas as hereinbefore described and the facilities 
proposed to be constructed and operated therefor by Tennessee and Algonquin 
are subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act and are required by the public convenience and necessity, and 
a certificate therefor should be issued as hereinafter ordered and conditioned. 

(4) Tennessee Gas Transmission Company is a “natural-gas company” within 
the meaning of the Natural Gas Act as heretofore found by the Commission in 
its order issued August 1, 1947, in Docket No. G-808, 6 F. P. C. 122. 

(5) The facilities to be constructed and operated by Tennessee as heretofore 
described are proposed to be used for the transportation and sale of natural gas 
for resale in interstate commerce, subject to the jurisdiction of the Commission 
as an integral part of Tennessee’s pipeline system. The construction and opera- 
tion of the facilities by Tennessee are subject to the requirements of subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(6) Tennessee is able and willing properly to do the acts and to perform the 
service proposed by it, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 
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(7) The facilities proposed to be constructed and operated by Tennessee as 
hereinbefore described are required by the public convenience and necessity, and 
a certificate therefor should be issued as hereinafter ordered and conditioned. 

(8) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, not 


having been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) 
of said Rules. 


The Commission orders: 

(A) A certificate of public convenience and necessity is hereby issued, upon 
the terms and conditions of this order, authorizing the exchange of natural gas 
between Algonquin and Tennessee, together with the construction and operation 
of the proposed facilities, subject to the jurisdiction of the Commission, used in 
the exchange of natural gas as hereinbefore described. 

(B) The certificate authorized in paragraph (A) herein shall be accepted in 
writing and under oath by a responsible official of Tennessee and the general 
terms and conditions set forth in paragraphs (1), (2), (3) (iii), (83) (iv), and 
(5) o€ Section 157.20 of the Commission’s Rules of Practice and Procedure shall 
attach to the issuance of the certificate granted in paragraph (A) hereof, and 
to the exercise of the rights granted thereunder. The time within which the 
facilities authorized in paragraph (A) shall be constructed and placed in actual 
operation is fixed at 4 months from the date on which this order issues. 

Chairman Kuykendall and Commissioner Draper not participating. 


Order authorizing transmission of electric energy to Mezico 
and superseding previous authorization 


Arizona Public Service Co. 
Docket No. IT-5331 
August 15, 1955 


On July 13, 1955, Arizona Public Service Company (Applicant), incorporated 
in Arizona with its principal business office at Phoenix, Arizona, filed its appli- 
eation under Section 202 (e) of the Federal Power Act requesting authorization 
to export to Mexico electric energy in an amount up to 4,000,000 kwh per year 
at a rate not to exceed 900 kw, to supersede the authorization to export 3,000,000 
kwh per year at a rate not to exceed 600 kw granted by the Commission’s order 
issued January 28, 1953, 12 F. P. C. 816 in the above docket. 

The application states that the energy will be sold to Compania de Servicios 
Publicos de Agua Prieta, S. A., a corporation organized under the laws of the 
Republic of Mexico, in accordance with a contract dated December 1, 1945, 
between Applicant’s predecessor, Arizona Edison Company, Inc., and the Mexican 
company. The energy will be delivered over facilities located on the interna- 
tional boundary line adjacent to Agua Prieta, Sonora, Mexico, and authorized 
by Presidential Permit dated July 30, 1941, and released pursuant to Commission 
order entered December 9, 1941, and Amendatory Presidential Permit dated 
August 28, 1952, both in Docket No. IT-5331. The additional energy, according 
to the application, will be used to enable the Mexican company to meet the 
demand for additional electric energy made upon it for electric service in the 
community of Agua Prieta and environs. 
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Applicant states that it has sufficient energy available to take care of the 
increased export to Mexico to meet the standards of Section 202 (e). 

Notice of the filing of the application was published in the Federal Register 
on June 22, 1955 (20 FR 4382), and given to interested State officials. No pro- 
test or request to be heard thereon has been received. 

The Commission finds: 

(1) As hereinafter limited and authorized the proposed transmission of elec- 
tric energy from the United States to Mexico by the Applicant will not impair 
the sufficiency of electric supply within the United States and will not impede or 
tend to impede the coordination in the public interest of facilities subject to the 
jurisdiction of the Commission. 

(2) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) Applicant be and it hereby is authorized to transmit electric energy from 
the United States to Mexico, subject to the provisions of this order. 

(B) The electric energy which Applicant hereby is authorized to transmit 
from the United States to Mexico shall be in an amount not to exceed 4,000,000 
kwh per year at a maximum transmission rate of 900 kw over facilities covered 
by the Presidential Permit referred to above. 

(C) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential Permit referred to above. 

(D) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 

(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted; shall make, keep and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish in triplicate reports annually, on or before February 15, showing the 
kilowatt-hours delivered, the maximum kw of transmission and the consideration 
therefor during each month of the preceding year. 

(F) This authorization to transmit electric energy from the United States to 
Mexico shall not be transferable or assignable, but shall continue in effect tem- 
porarily for a reasonable time thereafter in the event of the involuntary transfer 
of facilities used thereunder by operation of law (including such transfers to 
receivers, trustees or purchasers under foreclosure or judicial sale) pending the 
making of an application for permanent authorization and decision thereon, 
provided notice is promptly given in writing to the Commission accompanied 
by a statement that the physical facts relating to sufficiency of supply, rates, 
and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over Applicant. 

(H) This authorization shall be without prejudice to any authority of this 
Commission, or any other regulatory body, with respect to rates, service, 
accounts, valuation, estimates or determinations of cost which may come before 
this Commission or any other regulatory body. 

(I) This order shall supersede the authorization granted by the aforemen- 
tioned order of this Commission issued January 28, 1953, in the above docket. 
Chairman Kuykendall and Commissioner Draper not participating. 





ORDERS 
Order authorizing issuance of securities 
California Electric Power Co. 
Docket No. E-6634 


August 15, 1955* 


California Electric Power Company (Applicant), incorporated under the laws 
of the State of Delaware, and qualified to do business as a foreign corporation 
in the States of California and Nevada, with its principal place of business in 
Riverside, California, filed an application on July 5, 1955, and amendments 
July 15, 22, and August 1, 1955, requesting authorization, pursuant to Section 
204 of the Federal Power Act, for the issuance of 230,000 shares of common 
stock (par value $1 per share) and $6,000,000, principal amount, of first mort- 
gage bonds, series due 1985. 

Applicant proposes to invite separate bids for the purchase of the proposed 
issuances by newspaper publication and through distribution of separate forms 
of bids together with separate statements of terms and conditions relating there- 
to. The invitation for the purchase of the common stock will be made on or about 
August 16, 1955, and the invitation for the purchase of the bonds will be made 
on or about August 23, 1955. 

All bids, whether from a single bidder or group of bidders, must be for the 
purchase of the entire issuance of either the common stock or bonds as the case 
may be. Every bid for the purchase of proposed issuance of common stock must 
specify the price per share of the stock to be paid to Applicant. Every bid for 
the purchase of the proposed issuance of bonds must specify: (1) the coupon 
rate of the bonds which shall be a multiple of 4%; (2) the price (exclusive of 
accrued interest), to be paid to Applicant for the bonds which shall not be less 
than the principal amount thereof; and (3) that the accrued interest on the 
bonds from September 1, 1955, to the date of payment therefor and delivery 
thereof, will be paid to Applicant by the purchaser. In addition, each bid for 
the purchase of the common stock must be accompanied by a certified or bank 
cashier’s check or checks in the aggregate amount of $115,000 and each bond 
bid must be accompanied by such check or checks in the aggregate amount of 
$300,000. 

Unless postponed, all bids for the purchase of the proposed issuance of com- 
mon stock must be presented to Applicant at or before 9:00 a. m. (PDST), 
August 23, 1955, and those for the purchase of the bonds must be presented at 
or before 9:00 a.m. (PDST), August 30, 1955. 

Applicant states that it will accept the bid for the purchase of the common 
stock which offers the highest price therefor and that it will accept the bid ror 
the purchase of the bonds which results in the lowest cost of money to it. How- 
ever, Applicant expressly reserves the right to reject all bids for the purchase 
of either of the proposed issuances or to exclude any bid or bids for either the 
common stock or bonds for reasons specified in the respective statements of terms 
and conditions relating to bids therefor. 

The bonds will be issued under Applicant’s Indenture of Mortgage dated as 
October 1, 1943, to The International Trust Company and Leo A. Steinhardt, 
Trustees (Elmer W. Johnson, successor, Individual Trustee), as heretofore sup- 
plemented and as to be further supplemented by a Seventh Supplemental Inden- 
ture to be dated as of September 1, 1955. 


*Supplemental orders issued August 23, 1955, and August 31, 1955, infra, pp. 928 
and 936. 
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Applicant states that the proceeds to be obtained will approximate $9,000,000 
in aggregate amount and will be used to discharge a like amount of short-term 
promissory notes which Applicant has presently issued or will have issued by 
September 1, 1955, pursuant to Commission authorization granted in Decket 
Nos. E-6510, E-6620. The notes to be discharged are payable to the Bank of 
America National Trust and Savings Association, and were issued to provide 
interim financing of Applicant’s current construction program. 

Written notice of the application has been given to the Public Utilities Com- 
mission of California, and to the Public Service Commission of Nevada and to 
the Governor of each of those States. Notice has also been given by publication 
in the Federal Register on July 16, 1955 (20 F. R. 5108), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before July 27, 1955. No protest, petition 


or request to be heard in opposition to the granting of the application has been 
received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued January 16, 
1952, In the Matter of California Electric Power Company, Docket No. E-6397, 
11 F. P. C. 725. 

(2) The proposed issuances and sales of common stock and first mortgage 
bonds, described above, will constitute issuances of securities within the purview 
of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of Section 204 (f) of the Act, and the proposed issuances of common stock 
and first mortgage bonds are, therefore, not exempt by virtue of that section 
from the requirements of Section 204 of the Act. 

(4) The proposed issuances and sales of common stock and first mortgage 
bonds as hereinafter authorized will be for a lawful object, within the corporate 
purposes of Applicant and compatible with the public interest, which is appro- 
priate for and consistent with the proper performance by Applicant of service as 
a public utility and which will not impair its ability to perform that service, 
and is reasonably appropriate for such purposes. 

(5) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of common stock and the proposed issu- 
ance and sale of bonds, as described above, upon the terms and conditions and 
for the purposes specified in the application, be and the same hereby are author- 
ized, subject to the provisions of this order. 

(B) The proposed issuance and sale of common stock at competitive bidding 
shall not be consummated until: 

(i) Applicant shall have amended the application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s General Rules and Regulations 
relating to compliance with competitive bidding requirements and Section 34.2 
(k) (4) of those Rules relating to affiliation, and shall have either filed such 
amendments or shall have mailed them and advised the Commission by telephone 
and telegraph as contemplated by Section 34.9 of the Rules. 

(ii) The Commission shall, by further order, have approved the price to be 
received by the Applicant for the common stock. 


(C) The proposed issuance and sale of first mortgage bonds at competitive 
bidding shall not be consummated until: 
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(i) Applicant shall have amended its application pursuant to the requirements 
of Section 342 (k) (3) of the Commission’s Geréral Rules and Regulations 
relating’ to compliance with competitive bidding requirements and Section 34.2 
(k) (4) of those Rules relating to affiliation, and shall have either filed such 
amendments or shall have mailed them and advised the Commission by telephone 
and telegraph as contemplated by Section 34.9 of the Rules. 

(ii) The Commission shall, by further order, have approved the price to be 
received by the Applicant for the first mortgage bonds and the interest rate 
thereof. 

(D) These authorizations shall expire unless the transactions hereby author- 
ized are consummated within 60 days from the date of issuance of this order. 

(E) The foregoing authorizations are without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of costs, or any other matter 
whatsoever which may come before this Commission, or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(F) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which 
this order relates. 

Chairman Kuykendall and Commissioner Draper not participating. 


Findings and order issuing certificates of public convenience and necessity 


Natural Gas Storage Co. of Illinois, Texas Illinois Natural Gas Pipeline Co., 
Natural Gas Pipeline Co. of America 


Docket Nos. G-6674, G-6675, G-8672 
August 15, 1955 


Natural Gas Storage Company of Illinois (Storage Company) filed an applica- 
tion in Docket No. G-6674 on December 30, 1954, for a certificate of public 
convenience and necessity, pursuant to Section 7 of the Natural Gas Act, author- 
izing Storage Company to construct and operate certain facilities as hereinafter 
described, subject to the jurisdiction of the Commission. 

Storage Company proposes to construct and operate the following facilities 
to increase the maximum day deliverability from its Herscher storage reservoir 
from 150,000 Mcf to 430,000 Mcf: 

(a) Approximately 31 miles of 36-inch pipeline extending from Storage Com- 
pany’s existing compressor station and connecting with the main transmission 
pipeline of Texas Illinois Natural Gas Pipeline Company at a point at which 
such pipeline crosses the Illinois River. 

(b) Additional dehydration facilities to accomplish the dehydration of the 
increased flow of gas from the storage reservoir ; and compressor station changes 
required by the increase of input and ejection from storage, but not increasing 
the total horsepower now installed. 

(c) One meter station to measure gas delivered through the pipeline mentioned 
in (a) above into the main transmission line of Texas Illinois Natural Gas 
Pipeline Company; such meter station to be located at the point of connection 
with the main transmission pipeline of Texas Illinois Natural Gas Pipeline 
Company. 
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(d) Special valves, fittings,;and appurtenant facilities as may be necessary or 
convenient for the proper operation of the aforementioned installations. 

Storage Company also proposes to install the following facilities for the 
re-injection of gas now being vented in the storage area: 

(a) Approximately 3.75 miles of pipeline, varying in size from 4 to 24 inches 
in diameter and other necessary and appurtenant facilities, including drilling 
of wells as may be required. 

(b) Changes in two existing compressor units at Storage Company’s authorized 
Herscher Compressor Station No. 201 to permit 3-stage compression of gas 
gathered through the proposed gathering system. 

The proposed construction and operation of the facilities by Storage Company 
will increase the maximum day deliverability from storage from 150,000 Mcf 
to 430,000 Mcf. Storage Company proposes to increase the quantity of gas in 
storage to a total of at least 25,000,000 Mcf. 

The total estimated cost of the proposed facilities of Storage Company as 
described above is $7,458,000, to be financed by the issuance and sale of common 
stock in equal amounts to the present owners of its capital stock, namely, Natural 
Gas Pipeline Company of America and Texas Illinois Natural Gas Pipeline 
Company. 

Texas Illinois Natural Gas Pipeline Company (Texas Illinois) filed an appli- 
cation in Docket No. G-6675 on December 30, 1954, for a certificate of public 
convenience and necessity, pursuant to Section 7 of the Natural Gas Act, author- 
izing Texas Illinois to construct and operate a side tap connection on its main 
transmission line, subject to the jurisdiction of the Commission, in order to 
interconnect with the proposed 36-inch pipeline of Storage Company. The esti- 
mated cost of construction of the proposed facilities to be constructed by Texas 
Illinois is $24,500, to be financed from funds on hand. 

Natural Gas Pipeline Company of America (Pipeline Company) ‘filed an appli- 
eation in Docket No. G-8672 on March 28, 1955, for a certificate of public con- 
venience and necessity, pursuant to Section 7 of the Natural Gas Act, authorizing 
Pipeline Company to construct and operate certain facilities as hereinafter 
described, subject to the jurisdiction of the Commission. 

Pipeline Company proposes to construct and operate approximately 14 miles 
of 4-inch pipeline, 17 miles of 6-inch pipeline, 9 miles of 12-inch pipeline, and 
7 miles of 16-inch pipeline. By means of these facilities Pipeline Company will 
loop existing sales laterals serving the communities of Washington, Iowa, and 
Mendota, Sycamore, Rockford and Grays Lake, Illinois, to enable Pipeline Com- 
pany to deliver larger volumes from storage to these customers. 

The estimated cost of the proposed facilities of Pipeline Company is $1,572,200, 
to be financed from funds on hand. 

The Commission jinds: 

(1) Natural Gas Storage Company of Illinois, an Illinois corporation, with 
its principal place of business at 20 North Wacker Drive, Chicago 6, Illinois, 
owns and operates a natural-gas transmission pipeline system located in the 
State of Illinois, and by such operation is engaged in the transportation of 
natural gas in interstate commerce for ultimate public consumption, subject to 
the jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its Opinion No. 236, and accompanying order issued September 11, 
1952, In the Matter of Natural Gas Storage Company of Illinois, Docket No. 
G-1757, 11 F. P. C. 366. 

(2) Storage Company is able and willing to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 
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(8) The facilities hereinbefore: described, to be constructed by Storage Com- 
pany, are proposed to be used in the transportation of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, as integral parts of 
Storage Company’s existing pipeline system, and the construction and operation 
thereof by Storage Company are subject to the requirements of subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(4) The proposed construction and operation of the facilities by Storage 
Company’ are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter conditioned. 

(5) It is necessary and desirable in the public interest that Storage Company 
continue to file with the Commission the information outlined in Finding No. (5) 
of the Commission’s Opinion No. 236 and accompanying Order issued Septem- 
ber 11, 1952, In the Matter of Natural Gas Storage Company of IWinois, Docket 
No. G-1757, and required by paragraph (E) of that order. 

(6) Texas Illinois, a Delaware corporation having its principal place of busi- 
ness in Chicago, Illinois, owns and operates, among other facilities, a natural-gas 
transmission pipeline system in the States of Texas, Arkansas, Missouri, and 
Illinois, and by such operations is engaged in the transportation and sale of 
natural gas in.interstate commerce for resale-for. ultimate public consumption, 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its orders issued June 14, 1950, in Docket No. G—1246, 9 F. P. C. 
122, and September 10, 1951, in Docket No. G—1669, 10 F. P. C. 1356. 

(7) Texas Illinois is able and willing to do the acts and to perform the service 
proposed, and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(8) The facilities of Texas Illinois hereinbefore described are proposed to be- 
used in the transportation of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Texas Illinois’ existing 
pipeline system, and the construction and operation thereof by Texas Illinois 
are subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(9) The proposed construction and operation of the facilities by Texas Illinois 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(10) Pipeline Company, a Delaware corporation having its principal place of 
business at 20 North Wacker Drive, Chicago, Illinois, owns and operates, among 
other facilities, a natural-gas transmission pipeline system in the States of 
Oklahoma, Kansas, Nebraska, Iowa, and Illinois, and by such operation is 
engaged in the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of October 13, 1942, in Docket No. G—235, 3 F. P. C. 830. 

(11) Pipeline Company is able and willing to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(12) The facilities of Pipeline Company hereinbefore described are proposed 
to be used in the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as integral parts of Pipeline Com- 
pany’s existing pipeline system, and the construction and operation thereof by 
Pipeline Company are subject to the requirements of subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 
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(13) The proposed»construction and operation of the facilities by Pipeline 
Company are required by the public convenience and necessity, and a certificate 
therefor should be issued, as hereinafter ordered and conditioned. 

(14) The public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (ili), (8) (iv), and 
(5) of Section 157.20 of the Commission’s General Rules and Regulations (18 CFR 
157.20) should attach to the issuance of certificates granted to Storage Company, 
Texas Illinois and Pipeline Company herein and to the exercise of the rights 
granted thereunder, and that the time within which the facilities should be 
constructed and placed in operation should be fixed at eight months from the 
date the certificates are issued. 

(15) A request during the public hearing by counsel for the three Applicants 
herein, for omission of the intermediate decision procedure under Section 1.80 (c) 
of the Commission’s Rules of Practice and Procedure, was concurred in by Staff 
Counsel, and, not having been denied by the Commission, is granted pursuant 
to Section 1.30 (c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity is hereby issued, upon 
the terms and conditions of this order, authorizing Storage Company to construct 
and operate facilities, hereinbefore described, to increase the maximum day 
deliverability from its Herscher storage reservoir from 150,000 Mcf to 430,000 
Mcf. This authorization includes facilities for the gathering-reinjection system 
hereinbefore described. 

(B) A certificate of public convenience and necessity is hereby issued, upon 
the terms and conditions of this order, authorizing Texas [Illinois to construct 
and operate the side tap connection on its main transmission line, as herein- 
before described, in order to interconnect with the proposed facilities of Storage 
Company. 

(C) A certificate of public convenience and necessity is hereby issued, upon 
the terms and conditions of this order, authorizing Pipeline Company to con- 
struct and operate facilities as hereinbefore described to loop existing sales 
laterals serving the communities of Washington, Iowa, and Mendota, Sycamore, 
Rockford, and Grays Lake, Illinois. 

(D) The certificates mentioned in paragraphs (A), (B), and (C) herein shall 
be accepted in writing and under oath by a responsible official of the applicants, 
and the general terms and conditions set forth in paragraphs (1), (2), (8) (i), 

(3) (iii), (8) (iv), and (5) of Section 157.20 of the Commission’s General Rules 
and Regulations shall attach to the issuance of the certificates granted in para- 
graphs (A), (B), and (C) hereof and to the exercise of the rights granted 
thereunder. The time within which the facilities authorized in paragraphs (A), 
(B), and (C) shall be constructed and placed in actual operation is fixed at 
8 months from the date on which this order issues. 

(E) Storage Company shall continue to submit the following information to 
the Commission: 

(a) Revisions of the structure map of the Herscher Field as may be required 
by the drilling of additional wells. 

(b) Statement of the volume of water produced with gas during withdrawal 
operations. 

(c) Back pressure tests of all wells, together with data sheets and comments 
relating to the validity of the tests. 

(d) Reports on the corrosion of wells and equipment, if investigated. 

(e) Any other reports or analyses by which the physical and operating char- 
acteristics of the project may be evaluated, including those relative to the 
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character and volume of the leakage from the Galesville storage reservoir and 
the physical means and results of remedial efforts toward elimination of such 
leakage. 

(f) A copy of all information to be supplied by Storage Company to the 
Illinois Commerce Commission (Docket No. 39940) as required by its order of 
May 21, 1952 (Items 8, 9, and 10 on pages 41 and 42). 

Chairman Kuykendall and Commissioner Draper not participating. 


Order further amending license (major) 
Southern California Edison Co. 
Project No. 2017 
August 16, 1955 


Application was filed December 29, 1952, and later supplemented, by Southern 
California Edison Company, licensee for major Project No. 2017, located on the 
San Joaquin River in Fresno and Madera Counties, with transmission line also 
in Tulare and Kern Counties, California, and affecting lands of the United States 
within the Sierra National Forest, for amendment of the license for the project 
as hereinafter specified. 

The application seeks amendment of the license to provide for certain changes 
made in the course of construction or desired to be made, and consisting of: 

(a) Minor revisions in the length and location of sections of pole line carrying 
telephone, control and project power circuits. 

(b) Minor revision in the length of the 220,000-volt transmission line extend- 
ing from the switchrack at Big Creek Powerhouse No. 4 to the switchrack at 
Big Greek Powerhouse No. 3. 

(c) Exclusion from the license of the through-road which extends from a 
junction with the county road in Section 18 to a junction with the U. S. Forest 
Service “Italian Bar” Road in Section 11, T. 9 S., R. 23 E., M. D. B. M. 

(d) Adjustment of the project boundary. 

(e) Inclusion under the license of a 350-kilowatt turbine generator unit in- 
stalled in the dam. 

(f) Minor changes in design, location, and elevation of the spillway gates, 
intake structure, conduit, penstock, and surge chamber. 

(g) Revision in the powerhouse design from outdoor to indoor type. 

(h) Addition of nine disconnect switches and one oil circuit breaker in the 
switchyard. 

The effects of the amendment, among others, will be to increase the authorized 
installed capacity of the project from 115,000 horsepower to 115,500 horsepower ; 
increase the area of lands of the United States occupied by the project, exclusive 
of transmission-line right-of-way, from 1,248 acres to 1,281 acres and increase 
the annual charge for the use, occupancy, and enjoyment of such lands from 
$2,496.00 to $2,562.00; and decrease the length of equivalent 100-foot trans- 
mission-line right-of-way on lands of the United States from 13.31 miles to 
6.52 miles and decrease the annual charge for the use, occupancy, and enjoy- 
ment of such lands from $106.48 to $52.16. 

The Secretary of the Army and the Acting Chief of Engineers have approved 
the plans of the project structures insofar as the interests of navigation are 
concerned. 


468917—59——_61 
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The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Sierra National Forest, has reported favorably on the 
application. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes for which the Sierra National Forest was 
created or acquired and will not alter any of the basic facts upon which the 
license was issued. 

(2) Public notice has been given as required by the Federal Power Act. 

(3) The amount of the annual charges to be paid under the license as further 
amended for the purposes of reimbursing the United States for the costs of 
administration of Part I of the Act, and for recompensing it for the use, oc- 
cupancy, and enjoyment of its lands is reasonable as hereinafter fixed and 
specified. 

(4) The following exhibits—showing the design and location of the project 
works and the project boundary—which were filed as part of the application 
and supersede all exhibits now part of the license, conform to the Commission’s 
rules and regulations, and should be approved as part of the license for the 
project: 

Exhibit J, Sheets 4032-1 and 4051-1 (FPC Nos. 2017-93 and -—114) ; 

Exhibit K, Sheets 4033-1 through 4036-1, 4037-3, 4038-1 through 4043-1, and 
4052-1 through 4102-1 (FPC Nos. 2017-94 through -—104 and -115 through —165) ; 

Exhibit L (Revised), Sheets 4044-1 through 4050-1 (FPC Nos. 2017-105 
through —111) ; 

Oxhibit L, Sheets 4103 and 4104 (FPC Nos. 2017-112 and —113); and 

Exhibit M (Second Revision) signed December 19, 1952 
and superseded Exhibits J (Revised), J, K (Revised), K, and L (FPC Nes. 
2017-20, -39, -21 through —24, -92, -26 through -31, -40 through -90, and -32 
through -38), Exhibit M (Revised), and Exhibit M (Supplemental), now part 
of the license for the project, should be eliminated from the license. 

The Commission orders: 

(A) The above-specified exhibits filed as part of the application are approved 
as part of the license for the project. 

(B) The above-specified superseded exhibits are eliminated from the license. 

(C) The license for Project 2017—which was issued December 23, 1949, 
effective as of March 1, 1949, to Southern California Edison Company and sub- 
sequently amended—is further amended effective as of January 1, 1953, to pro- 
vide for the aforesaid changes in the project ; to increase the authorized installed 
eapacity of the project; to increase the area of lands of the United States oc- 
cupied by the project and decrease the length of equivalent 100-foot transmission- 
line right-of-way on lands of the United States and consequently adjust the 
annual charges to reflect such changes; to incorporate in the license certain 
exhibits showing the project works and project boundary; and to eliminate 
from the license the superseded exhibits; said amendment being: 

Paragraph I. Article 2 of the license as amended is further amended to change 
the description of the project works by including a 350-kilowatt turbine generator 
installed in the dam; changing the lengths of the pressure tunnel and of the 
Big Creek 4-Big Creek 3 transmission line; and indicating that the Big Creek 
4-Magunden transmission line is now constructed and no longer proposed; and 
to exclude from the said article all the exhibits listed in paragraphs (a) and 
(b) thereof and to include therein exhibits showing the project works and 
project boundary, so that the article shall read as follows: 
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Article 2. The project covered by the subject to this license, known as the 
Big Creek No. 4, is located in Fresno, Madera, Tulare, and Kern Counties, 
California, and consists of: 

(a) All lands constituting the project area and enclosed by the project 
boundary, and/or interest in such lands necessary or appropriate for the purposes 
of the project whether such lands or interests therein are owned or held by the 
Licensee or by the United States, such project area and project boundary being 
more specifically shown and described by certain exhibits which formed part 
of the application for amendment of the license and which are designated and 
described as follows: 


EXHIBIT J 


FPC No. Showing 





| 
| Project (Key Map). 
| Magunden Transmission 
| Line (Key Map). 


EXHIBIT K 


4033-1 through 4036-1, 4037-3, and | 2017-94 through -104 Project other than Magun- 
4038-1 through 4043-1. den Trartsmisston' Line: 
2-1 through 4102-1 2017-115 through -165 Magunden ‘Transmission 
Line. 





(b) All project works consisting of a gravity type concrete dam, known as 
Dam No. 7 with a 350-kilowatt turbine generator installed therein, creating a 
reservoir about 544 miles long with approximately 35,000 acre-feet of gross 
storage; an intake structure; a pressure tunnel approximately 2.1 miles long; 
a penstock and surge tank; a powerhouse, known as Big Creek Powerhouse 
No. 4, housing two 57,500-horsepower hydraulic turbines each direct-connected 
to a 42,000-kilowatt-ampere generator ; a substation; a 220-kilovolt transmission 
line approximately 5.8 miles long extending from the switchrack of Big Creek 
Powerhouse No. 4 to the switchrack at Licensee’s Big Creek Powerhouse No. 3; 
a 220-kilovolt transmission line approximately 132.6 miles long extending from 
Big Creek Powerhouse No. 4 to Magunden Substation near Bakersfield, Cali- 
fornia; and appurtenant facilities; the location, nature, and character of which 
are more specifically shown and described by the exhibits hereinbefore cited 
and by certain other exhibits which also formed part of the apptication for 
amendment of the license and which are designated and described as follows: 


EXHIBIT L (REVISED) 





Sheet | FPC No. | Showing 


| anT-08 es |Dam and Intake Struc 
Meee ee ee "If tures. 
2T-NS..--------- |} Flowline. 


2017-110 _..---------------|| Powerhouse and Switch” 








\ Powerhouse and Switch- 
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Exhibit M 
(Second Revision) 


Manuscript in 5 pages—General Description and Specifications of Mechanical, 
Electrical, and Transmission Equipment—received in the office of the Com- 
mission on January 6, 1953. 

(c) All other structures, fixtures, equipment, or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used and useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as a part of the project 
works is approved or acquiesced in by the Commission; also, all riparian and 
other rights, the use and occupancy of which are necessary or appropriate in 
the operation of the project. 

(d) The authorized installed capacity of the project is 115,500 horsepower. 

Paragraph II. Article 34 of the license as amended is further amended to 
read as follows: E 

Article 34. The Licensee shall pay to the United States the following annual 
charges : 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, one (1) cent per horsepower on the authorized 
installed capacity (115,500 horsepower), plus two and one-half (244) cents per 
1,000 kilowatt-hours of gross energy generated by the project during the calendar 
year for which the charge is made; 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, exclusive of transmission-line right-of-way, $2,562.00; 
and 

(iii) For the purpose of recompensing the United States for the use, oc- 
cupancy, and enjoyment of its lands for transmission-line right-of-way, $52.16. 

Paragraph III. This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect, and shall not in any way 
constitute a waiver of any other part, provision or condition of the license as 
heretofore amended. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 318 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned 
to the Commission within 60 days from the date of issuance of this order. 
Chairman Kuykendall and Commissioner Draper not participating. 


Order issuing license (major) 
National Container Corporation of Wisconsin 
Project No. 2180 
August 16, 1955 


Application was filed March 7, 1955, by National Container Corporation of 
Wisconsin, of Bradley, Wisconsin, for a license under the Federal Power Act 
(hereinafter referred to as the Act) for constructed major Project No. 2180, 
known as Grandmother Falls Project and located on the Wisconsin River, a 
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navigable water of the United States, near the City of Tomahawk, in Lincoln 
County, Wisconsin. 

The project consists of: 

(a) All lands constituting the project area and enclosed by the project 
boundary or the limits of which are otherwise defined, and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the applicant or by the United 
States; such project area and project boundary being more specifically shown 
and described by certain exhibits which formed part of the application for license 
and which are designated and described as follows: 

Echibit J: (FPC No. 2180-1) General location map; and 

Echibit K: (FPC No. 2180-2 to -5, inclusive) Detail map of project boundary 
and project lands including location of transmission line. 

(b) Principal structures, comprising a concrete gravity dam about 450 feet 
long composed of a spillway section equipped with Tainter gates and a power- 
house intake section, and an earthfill embankment section about 250 feet long; 
a reservoir with an area of 758 acres at an elevation of 1419.26 feet (U.S. C. & 
G. S. datum) ; a powerhouse with three 1,500-horsepower turbines connected to 
three 1,000-kilowatt generators installed therein; a step-up substation at the 
powerhouse; a 44-kv transmission line extending about 514 miles to a pulp and 
paper mill in Bradley; and appurtenant mechanical and electrical facilities; 
the location, nature, and character of which are more specifically shown and 
described by the exhibits hereinbefore cited and by certain other exhibits 
which also formed part of the application for license and which are designated 
and described as follows: 

Echibit L: (FPC No. 2180-6) General plan of powerhouse and dam; (FPC 
No. 2180-7) Plan and rear elevation of powerhouse; (FPC No. 2180-8) Plan and 
rear elevation of spillway; (FPC No. 2180-9) Elevations of powerhouse; and 
(FPC No. 2180-10) Sections of powerhouse. 

Erhibit M: “General Description and General Specifications of Mechanical, 
Electrical and Transmission Equipment and Their Appurtenances” in three pages, 
filed March 7, 1955. 

(c) All other structures, fixtures, equipment or facilities used or useful In the 
maintenance and operation of the project and located in the project area, in- 
cluding such portable property as may be used or useful in connection with the 
project or any part thereof, whether located on or off the project area, if and 
to the extent that the inclusion of such property as part of the project is ap- 
proved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
or operation of the project. 

The Secretary of the Army and the Chief of Engineers have approved the 
plans of the existing project structures insofar as the interests of navigation 
are concerned. 

An Assistant Secretary of the Interior, acting for the Secretary of the Interior, 
has reported favorably on the application. 

Applicant states that the project was constructed in 1923-1924 and placed 
in operation in July 1924. 

On December 23, 1937, the Commission ordered an investigation, under Docket 
No. IT-5501, of the maintenance and operation of hydroelectric power develop- 
ments (including this project) not under license from the Federal Power 
Commission and located on streams over which Congress has jurisdiction under 


its authority to regulate commerce with foreign nations and among the several 
States. 
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The Wisconsin River is a navigable water of the United States from its source 
in Lac Vieux Desert (located partly in Michigan and partly in Wisconsin) to 
its junction with the Mississippi River near the City of Prairie du Chien, 
Wisconsin (Wisconsin Public Service Corp. v. Federal Power Commission, 147 F. 
2d 743 (CCA 7), certiorari denied, 325 U. S. 880). 

The Commission jinds: 

(1) The applicant is a corporation organized under the laws of the State of 
Wisconsin and has submitted satisfactory evidence of compliance with the re- 
quirements of all applicable State laws insofar as necessary to effect the 
purposes of a license for the project. 

(2) No conflicting application is before the Commission. Public notice has 
been given as required by the Act. 

(3) The project does not affect any Government dam, nor will the issuance 
of a license therefor as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. d 

(4) Under present circumstances and conditions and upon the terms and 
conditions hereinafter imposed, the project is best adapted to a comprehensive 
plan for improving and developing the Wisconsin River for the use and benefit 
of interstate or foreign commerce, for the improvement and utilization of water- 
power development, and for other beneficial public uses, including recreational 
purposes. 

(5) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative 
annual charge is 4,500 horsepower, and the energy generated thereby is used 
by the applicant at its pulp and paper mill. 

(6) The amount of the annual charge to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Act is reasonable as hereinafter fixed and specified. 

(7) The step-up substation located at the powerhouse and the 44-kv trans- 
mission line connecting the plant with the applicant’s mill in Bradley are part 
of the project within the meaning of Section 3 (11) of the Act, and should be 
included in the license for the project. 

(8) In accordance with Section 10 (d) of the Act, the rate of return upon 
the net investment in the project, and the proportion of surplus earnings to be 
paid into and held in amortization reserves, are reasonable as hereinafter 
specified. 

(9) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

(10) The Wisconsin River is a navigable water of the United States. 

The Commission orders: 

(A) This license is issued to National Container Corporation of Wisconsin 
under Section 4 (e) of the Act for a period effective January 1, 1938, and 
terminating June 30, 1973, for the operation and maintenance of Project No. 
2180 upon the Wisconsin River, a navigable water of the United States, subject 
to the terms and conditions of the Act which is incorporated by reference as 
a part of this license, and subject to such rules and regulations as the Com- 
mission has issued or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-3, December 15, 1953, entitled “Terms and Conditions of License for 
Constructed Major Project Affecting Navigable Waters of the United States,” 
17 F. P. C. 385, which terms and conditions are attached hereto and made a 
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part hereof; and subject to the following special condition set forth herein as 
an additional article: 

Article 18. The Licensee shall pay to the United States the following annual 
charge, effective as of January 1, 1938: 

For the purpose of reimbursing the United States for the costs of administra- 
tion of Part I of the Act, 1 cent per horsepower on the authorized installed 
eapacity (4,500 horsepower), plus 2% cents per 1,000 kilowatt-hours of gross 
energy generated by the project during the calendar year for which the charge 
is made. 

(C) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
for the Licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 

Chairman Kuykendall and Commissioner Draper not participating. 


Order approving revised exhibits 


Puget Sound Power & Light Company and 
Public Utility District No. 1 of Chelan County, Wash. 


Project No. 943 
August 22, 1955 


Puget Sound Power & Light Company and Public Utility District No. 1 of 
Chelan County, Washington, licensees for major Project No. 943, filed with the 
Commission on June 22, 1955, Exhibit K, Sheet 1 of 2 (FPC No. 943-87), entitled 
“Detail Map, Transmission Line—Rock Island to Skykomish,” signed June 18, 
1955; and Sheet 2 of 2 (FPC No. 943-88) entitled “Property Detail Map—Rock 
Island Project,” signed June 18, 1955, showing a portion of the transmission 
line as relocated to permit construction of another transmission line between 
the right-of-way of the Great Northern Railway Company and the licensed lirie, 
and eliminating a tract of private land from the project area with a consequent 
change in the project boundary. 

The Commission finds: 

(1) The exhibit drawings above-described conform to the Commission’s rules 
and regulations and should be approved and made a part of the license for 
major Project No. 943. 

(2) The following-described exhibits which have been superseded should be 
eliminated from the license: 

Exhibit K: Sheet 1 of 18 (FPC No. 943-29) Detail Map. 

Exhibit K: Revised Sheet 1 of 18 (FPC No. 943-84) Detail Map. 

Exhibit A: Sheet 1 of 12 (FPC No. 943-52) Property Detail Map. 

Exhibit A: Sheet 1 of 4 (FPC No. 943-24) Property Detail Map. 

The Commission orders: 

(A) The exhibits described in finding (1) above are hereby approved as 
part of the license for Project No. 943, and the exhibits described in finding (2) 
above are excluded from the license. 
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(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this order. 

Chairman Kuykendall and Commissioner Draper not participating. 


Supplemental order authorizing issuance of securities 
California Electric Power Co. 
Docket No. E-6634 
August 23, 1955 


By order issued August 15, 1955, 14 F. P. C. 915, in the above entitled matter, 
the Commission authorized California Electric Power Company (Applicant) to 
issue and sell through competitive bidding 230,000 shares of its common stock 
(par value $1.00 per share), subject to the provisions, among others, as set 
forth in paragraph (B) of that order,* reading as follows: 

The proposed issuance and sale of common stock at competitive bidding 
shall not be consummated until: (i) Applicant shall have amended the ap- 
plication pursuant to the requirements of § 34.2 (k) (3) of the Commission’s 
General Rules and Regulations relating to compliance with competitive 
bidding requirements and § 34.2 (k) (4) of those Rules relating to affilia- 
tion, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegraph as contemplated 
by § 34.9 of the Rules; (ii) The Commission shall, by further order, have 
approved the price to the-received by the Applicant for the common stock. 

Applicant on August 23, 1955, filed an amendment pursuant to the require- 
ments of the aforementioned Commission order issued August 15, 1955, setting 
forth that it proposes to accept as providing the highest price to it, the joint 
bid of Carl M. Loeb, Rhoades & Co. and Bear Stearns & Co. to purchase the 
230,000 shares of common stock (par value $1.00 per share) for the price of $14.13 
per share. 

The Commission finds: 

(1) Applicant has satisfactorily complied with the requirements of para- 
graph (B) of the Commission’s order issued August 15, 1955, referred to above, 
and under the bid it proposes to accept for the purchase of the common stock 
the price to be received by the Applicant therefor is reasonable. 

(2) The proposed issuance and sale of common stock as hereinafter author- 
ized and approved will be for a lawful object, within the corporate purposes of 
Applicant and compatible with the public interest, which is appropriate for 
and consistent with the proper performance by Applicant of service as a public 
utility and which will not impair its ability to perform that service and is 
reasonably appropriate for such purposes. 

The Commission orders: 

(A) The price per share of common stock to be received by Applicant under 
the bid referred to above is approved as reasonable. 

(B) The proposed issuance and sale of common stock, referred to above, upon 
the terms and conditions and for the purposes specified in the application, ‘as 


* By that order the Applicant was also, conditionally, authorized to issue and sell 
through competitive bidding in the near future $6,000,000, principal amount, of first 
mortgage bonds, series due 1985. 
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supplemented by the amendment referred to above, be and the same hereby are 
authorized subject only to provisions of paragraphs (D), (E) and (F) of the 
Commission’s order issued August 15, 1955, in this matter. 

Chairman Kuykendall and Commissioner Draper not participating. 


Order reversing ruling of presiding examiner excluding testimony 
offered upon behalf of Georgia Public Service Commission, Intervener 


South Carolina Generating Co. 
Docket No. E-6585 
August 23, 1955 


The Georgia Public Service Commission, Intervener, on August 1, 1955, after 
the conclusion of the hearing on July 20, 1955, filed an appeal from ruling of 
Presiding Examiner. By that appeal it requests that the Commission reverse 
the ruling of the Presiding Examiner, sustaining the objection by Counsel for 
South Carolina Generating Company to the admission as evidence of prepared 
testimony of Mr. N. Knowles Davis submitted in form identified as Exhibit 
No. 43, and that the Commission reopen the record and incorporate that exhibit 
in the record. 

The objection, the position of the Commission’s staff, and the Examiner’s 
ruling appear in the following portion of the transcript of the hearing (Tr. 
1039-1040; subject to correction for any reporter’s errors) : 

Mr. Rostnson. Mr. Examiner, on behalf of South Carolina Generating 
Company, we object to the introduction of Exhibit 43, Mr. Davis’ testimony, 
on these grounds: 

First, Exhibit 9 shows that Mr. Davis is not qualified to express the 
opinions contained in Exhibit 43 as to the proper method to be used in the 
determination of the issues here as to proper rate base or proper rate of 
return or whether the cost of service approach is appropriate in this case. 

Second, upon the ground that the opinions expressed in Exhibit 43 are 
not based on any underlying facts sufficient to support the opinions. 

Third, upon the ground that the witness’ opinion as to the orthodox 
method used by regulatory commissions in the determination of rates and 
his proposed departure from that method in this case involves the interpre- 
tation of the Federal Power Act, and is not an appropriate subject for 
testimony from this witness. 

Four, upon the ground that the proposed exhibit is, in reality, a lawyer’s 
brief, which should be presented as such, and not reduced to question and 
answer form, and submitted as evidence. 

And, five, upon the ground that the witness, having been prepared as a 
lawyer in this case, has disqualified himself as also appearing as an expert 
witness, 

PRESIDING EXAMINER. What does the Staff have to say? 

Mr. WAHRENBROCK. We have no objection to the testimony. 

PRESIDING EXAMINER. The Examiner agrees with the objection and sus- 
tains it, for the reasons stated. 

The Commission has examined the testimony so proffered by the Georgia 
Commission through the testimony of its Chief Engineer, who is also a member 
of the Georgia Bar, and is of the opinion that it is relevant and material upon 
the Georgia Commission’s theory of the case. It believes that the Examiner and 
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the Commission in their consideration of the case, should have the testimony be- 
fore them in order properly to evaluate and to pass upon the contentions of 
the Georgia Commission. Without at this time deciding any technical questions 
of evidence raised by the objection the Commission believes the proffered testi- 
mony is properly admissable under the provision of Section 308 (b) of the 
Federal Power Act that in the conduct of hearings and proceedings under that 
Act “the technical rules of evidence need not be applied.” 

Wherefore the Commission finds: 

(1) The exclusion of the proffered testimony was error. 

(2) It is appropriate to carry out the provisions of the Act to reverse the 
ruling of the Examiner excluding the proffered Exhibit, and to incorporate 
the same in the record. 

The Commission orders: 

The ruling of the Presiding Examiner, as set forth above, be and same is 
hereby reversed; the record is reopened for the purpose of incorporating Ex- 
hibit 43 and Exhibit is made a part of the record. 

Chairman Kuykendall and Commissioner Digby not participating. 


Order granting permission and approval to abandon service 
Haverhill Gas Co. 
Docket No. G—9044 


August 25, 1955 





On June 16, 1955, Haverhill Gas Company (Haverhill) filed an application, 
pursuant to Section 7 (b) of the Natural Gas Act, for permission and approval 
to abandon natural gas service to Allied New Hampshire Gas Company (Allied) 
for resale in Allied’s Exeter (New Hampshire) Division. Allied requests that 
the abandonment be made effective upon commencement of the service to Allied 
by Tennessee Gas Transmission Company. 

By order issued July 28, 1955, 14 F. P. C. 881, in Docket No. G—1568, the 
Commission modified and amended its order in that docket issued August 6, 
1953, to include the following paragraph (H): 

(H) The certificate of public convenience and necessity issued by paragraph 
(C) hereof be and it is hereby amended to authorize Tennessee Gas Trans- 
mission Company, as successor in interest to Northeastern Gas Transmission 
Company, to construct and operate facilities for the purpose of establishing 
a connection with the facilities of Allied New Hampshire Gas Company and to 
sell and deliver to Allied up to a maximum of 2,040 Mcf (14.73 psia) per day: 
Provided, however, that no such sale and delivery to Allied shall be made 
unless and until Haverhill Gas Light Company [now Haverhill Gas Company] 
files an application for and is granted, pursuant to Section 7 (b) of the Natural 
Gas Act, permission and approval to abandon the service now rendered by 
Haverhill to Allied pursuant to the certificate granted by order issued May 13, 
1953, at Docket No. G—1833. 

Pursuant to due notice, public hearing was held in Washington, D. C. on 
August 19, 1955. No protest to the granting of the application has been received. 

The Commission finds: 

(1) The service proposed to be abandoned, as heretofore described, constitutes 
a sale of natural gas for resale in interstate commerce, subject to the jurisdiction 
of the Commission, and abandonment thereof by Haverhill is subject to the 
requirements of subsection (b) of Section 7 of the Natural Gas Act. 
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(2) The public convenience and necessity permits the abandonment of service 
by Haverhill as heretofore described, and an order permitting and approving 
the same should be issued as hereinafter ordered. 

(3) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and, not having 
been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) of 
said Rules. 

The Commission orders: 

Haverhill Gas Company is hereby granted permission and approval to abandon 
natural gas service to Allied coincident with commencement of service by Ten- 
nessee as authorized by the Commission in its order issued July 28, 1955, in 
Docket No. G—1568. 

Chairman Kuykendall and Commissioner Digby not participating. 


Order confirming and approving rate schedule 
United States Department of the Interior, Bonneville Power Administration 
Docket No. E-6611 
August 26, 1955 


The Secretary of the Interior, acting for the Bonneville Power Administration 
(Bonneville) and the Administrator thereof, filed service contracts between 
Bonneville and eight industrial companies! for confirmation and approval by 
the Federal Power Commission under the Bonneville Act,? as amended, of the 
rate or charge embodied in each for a new class of non-firm energy service 
(“provisional energy”), to be rendered thereunder by Bonneville. The approval 
requested is for an initial period terminating December 20, 1959, which latter 
date is the terminal date of the Commission’s approval of Bonneville’s general 
rate scheduies. 

“Provisional energy” as identified in the contracts is energy, subject to recall, 
which will be generated by extra releases of water at the Hungry Horse project 
in excess of amounts to which Bonneville would otherwise limit releases in 
order to protect its other obligations, as specified, against the possible occurrence 
of the most adverse water year which might reasonably be expected. 

Bonneville will furnish such “provisional energy” to the named industrial 
customers who have agreed to return at least equivalent amounts of energy 
in the future if Bonneville subsequently determines that it will be unable to 
meet certain specified energy obligations because of insufficient water reserves. 
Under the filed contracts this “provisional energy” may be returned by those 
receiving it eifher by purchases from sources other than Bonneville or through 
curtailment of the firm power entitlements which each has pursuant to existing 
basic contracts. 

Under the filed contracts Bonneville’s obligation to deliver “provisional energy” 
is limited to a cumulative net total of 500 million kwh for all purchasers and 


1 Contracts between Bonneville and the following companies were filed March 18, 1955: 
Aluminum Company of America, Electro Metallurgical Company, Kaiser Aluminum and 
Chemical Corporation, Pacific Carbide and Alloys Company, Pacific Northwest Alloys 
Company, Pennsylvania Salt Manufacturing Company of Washington, Reynolds Metals 
Company. On July 27, 1955, a contract with the Victor Chemical Works was filed. 

250 Stat. 731. 
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limited as to individual customers to the ability of each to return deliveries 
through curtailment of its individual firm energy entitlements from Bonneville. 

The proposed contracts for “provisional energy” are, in effect, supplemental 
to existing basic contracts with the named industrial customers for the sale of 
firm and interruptible power under properly approved standard rates. Such 
proposed contracts provide that when Bonneville advises the purchasers that 
deliveries of interruptible power under the basic contracts will be curtailed, 
the purchaser may request “provisional energy” from Bonneville up to the amount 
otherwise to be curtailed. 

The “provisional energy” will be presently billed as interruptible energy 
under Bonneville’s standard rate schedules and general rate schedule provi- 
sions for service under the basic contracts subject to refund as hereinafter 
explained. The revenues resulting from any “provisional energy” sales will be 
segregated and separately accounted for by Bonneville. In the event of any 
subsequent energy returns by any customer, a refund will be made from the 
appropriate segregated fund equal in amount to the cost to such customer of 
the energy returned. If this replacement cost exceeds revenues derived from 
that particular customer for “provisional energy,” Bonneville may carry the 
resulting deficiency over for reimbursement in subsequent years. However, in 
no event will Bonneville refund any greater amounts than those deri from 
the sale of “provisional energy.” 

The sale of “provisional energy” will enable Bonneville to utilize water during 
other than the most adverse water years which it would otherwise retain in 
storage to protect other loads. The buyer’s obligation to return energy, if needed, 
therefore assures the necessary protection for other loads while Bonneville will 
receive revenues which it otherwise probably would not have realized. More- 
over, the industrial customers will benefit because they can continue to take 
interruptible service from Bonneville most of the time and thus avoid alternate 
higher-cost sources of supply or curtailment of industrial operations. 

Bonneville proposes to make the new service available to any interruptible 
customer purchasing firm and industrial energy from it. The service would be 
rendered under the terms and conditions as contained in the subject eight 
contracts. 

Written notice of the aforesaid filing was given to the Public Utilities Com- 
mission of Idaho, the Board of Railroad Commissioners of Montana, the Public 
Utilities Commissioner of Oregon and the Public Service Commission of Wash- 
ington and to the Governor of each of those States. Notice was also given by 
publication in the Federal Register on April 5, 1955 (20 FR 2140-1), stating 
that any person desiring to be heard or to make any representation with respect 
thereto should submit the same on or before the 2nd day of May 1955 to the 
Federal Power Commission, Washington 25, D.C. No representations or requests 
to be heard have been received. 

The Commission finds: 

It is appropriate for the purposes of the Bonneville Act that the proposed 
rate for the disposition of “provisional energy,” all as set forth in the several 
contracts referred to above, be confirmed and approved as hereinafter provided 
for the interim period ending December 20, 1959. 

The Commission orders: 

The rate for the sale of “provisional energy,” all as referred to in the finding 
above, be and it hereby is confirmed and approved, for the interim period ending 
December 20, 1959, as a rate for that service in any industrial customer of Bonne- 
ville purchasing both firm and interruptible energy. 

Chairman Kuykendall and Commissioner Draper not participating. 
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Findings and order issuing certificate of public convenience and necessity 
and authorizing abandonment of facilities 


Lone Star Gas Co. 
Docket No. G—8870 
August 29, 1955 


Lone Star Gas Company (Applicant), a Texas corporation with a principal 
office in Dallas, Texas, filed on May 9, 1955, an application pursuant to Section 7 
of the Natural Gas Act for (a) a certificate of public convenience and necessity, 
and (b) permission and approval to abandon facilities, all subject to the juris- 
diction of the Commission, and described as follows: 

(1) To be constructed: 

Line 71-23-2 extended approximately 350 feet from Station 619 + 87 in a 
westerly direction to Line A-20 in Wichita County, Texas. 

(2) To be abandoned: 

(a) Approximately 6,380 feet of 6-inch line in Line 71-23-2 from Station 
619 — 67 (the end of said pipeline near Wichita Falls, Texas. 

(b) Approximately 4,088 feet of 6-inch Line 71-23-2 between Station 89 ~ 84 
to Station 80 — 72 near Burkburnett, Texas. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
August 16, 1955, respecting the matters involved in and the issues presented by 
the application and supplement thereto. No protest to the application has been 
received. Staff counsel moved orally at the hearing that the intermediate de- 
cision procedure be omitted and the Commission render a decision herein pur- 
suant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and Pro- 
cedure. 

The evidence of record shows Applicant is rearranging a minor portion of its 
facilities in the Wichita Falls, Texas, area, and that the proposed abandonment 
of facilities will not result in the abandonment of service to any customer or 
consumer. 

The Commission jinds: 

(1) Applicant, a Texas corporation having its principal place of business at 
Dallas, Texas, owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the States of Texas and Oklahoma, and by 
such operations Applicant is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption, subject 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act as heretofore found by the Com- 
mission in its order of April 11, 1944, in Docket No. G-442, 4 FPC 565. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of Applicant’s existing pipeline system, and 
the construction and operation thereof by Applicant are subject to the re- 
quirements of subsections (c) and (e) of Section 7 of the Natural Gas Act, 
as amended. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission there- 
under. 

(4) The facilities proposed to be abandoned are used for the transportation 
in interstate commerce of natural gas as integral parts of Applicant’s existing 
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system, and are subject to the requirements of Section 7 (b) of the Natural 
Gas Act. 

(5) The proposed construction and operation of facilities by Applicant is re- 
quired by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity permit the abandonment of the facilities 
as proposed by Applicant. 

(7) A request during the public hearing by Staff Counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

(8) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and 
(5) of Section 157.20 of the Commission’s Rules and Regulations, including the 
Rules of Practice and Procedure (18 CFR 157.20) should attach to the cer- 
tificate hereinafter issued, and to the exercise of the rights granted thereunder, 
and that the construction of facilities authorized by this order shall be com- 
pleted and such facilities placed in actual operation on or before January 1, 1956. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Lone Star Gas Company to construct and operate the facilities 
hereinbefore described, all as more fully described in the application in this 
proceeding, for the transportation of natural gas as therein set forth, subject 
to the jurisdiction of the Commission, upon the terms and conditions of this 
order. 

(B) Applicant be and it is hereby authorized to abandon the facilities as 
proposed in the application and upon the terms and conditions of this order. 

(C) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (83) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(D) The proposed new facilities shall be completed and placed in operation 
on or before January 1, 1956. 

Chairman Kuykendall and Commissioner Draper not participating. 


Order further amending license (major) 
Winter Electric Light & Power Co. 
Project No. 2064 
August 29, 1955 


Application was filed on January 6, 1954, by Winter Electric Light & Power 
Co., licensee for major Project No. 2064, located on East Fork of the Chippewa 
River, in Sawyer County, Wisconsin, and affecting lands of the United States 
within the Chequamagon National Forest, for further amendment of the license 
for the project as hereinafter specified; and on May 31, 1955, in compliance 
with Article 29 of the license, the licensee filed application for Commission 
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approval of project Exhibits F and K for the project transmission line, which 
superseded exhibits filed June 21, 1954. 

The application for amendment seeks to include in the license a 506-horsepower 
turbine and a 500-kilovolt-ampere generator and plans showing the reinforced 
concrete pressure chamber; and to exclude therefrom a 270-horsepower turbine 
and a 215-kilovolt-ampere generator (referred to in the application as a 220- 
kilovolt-ampere generator) and plans showing steel turbine cases. 

ixhibit L (FPC No. 2064-4) filed as part of the application for amendment 
shows the reinforced concrete pressure chambers as constructed and supersedes 
Exhibit L (FPC No. 2064-3); Exhibit M, a statement in three sheets entitled 
“Description of mechanical, electrical and transmission equipment” and signed 
Winter Electric Light and Power Company by Frank N. Dahlberg on Decem- 
ber 23, 1953, and superseding Exhibit M of the same description signed on 
November 9, 1950; Exhibit K (FPC No. 2064-6), a detail map showir<z location 
of Project Transmission Line, prepared by Herman T. Hagestad, January 1955, 
and signed by Frank N. Dahlberg, together with supplemental Exhibit F, filed 
in compliance with Article 29 of the license as amended. This exhibit is not 
usually approved by the Commission. 

The effects of the amendment and of the approval of the exhibits, among 
others, will be to increase the installed capacity of the project from 610 horse- 
power to 846 horsepower and increase the annual charge for the purpose of 
reimbursing the United States for the costs of administration of Part I of the 
Federal Power Act. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes for which the Chequamagon National 
Forest was created or acquired and will not alter any of the basic facts upon 
which the license was issued. 

(2) The authorized installed capacity of the project as increased under this 
amendment is 846 horsepower and the annual charge for reimbursing the United 
States for the costs of administration of Part I of the Act, based on such capacity, 
is reasonable as hereinafter fixed. 

(3) Exhibit L (FPC No. 2064-4) and Exhibit M, filed as part of the ap- 
plication for amendment of license and superseding Exhibit L (FPC No. 2064-3) 
and Exhibit M now part of the license for the project, and Exhibit K filed for 
Commission approval, conform to the Commission’s rules and regulations and 
should be approved as part of the license for the project and the superseded 
exhibits should be eliminated from the license. It is not the Commission’s 
present practice to incorporate Exhibit F as part of licenses. 

The Commission orders: 

(A) The above-mentioned Exhibits L (FPC No. 20644), M, and K are ap- 
proved as part of the license for the project. 

(B) Superseded Exhibits L and M are eliminated from the license. 

(C) The license for Project No. 2064 is further amended, effective as of Jan- 
uary 1, 1955 as follows: 

Paragraph I. Paragraph (a) of the license is amended by including therein: 

Ecrhibit K: (FPC No. 2064-6) a detail map prepared by Herman T. Hagestad 
in January 1955, and showing location of project transmission line. 

Paragraph IT. Paragraph (b) of the license is amended to read as follows: 

(b) Principal structures, comprising a low diversion dam of steel sheet piling, 
rock and concrete with 2-foot flash-boards; a canal about 0.4 mile long; a forebay 
structure; penstocks; a powerhouse containing two turbines with capacities of 
506 and 340 horsepower, respectively, connected to two generators with capacities 
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of 500 to 285 kilovolt-amperes, respectively, and appurtenant equipment; a tail- 
race about 700 feet long; a substation ; transmission line extending in a southerly 
direction from the substation to a point of connection with the applicant’s exist- 
ing system ; and associated facilities ; the location, nature, and character of which 
are more specifically shown by the exhibits hereinbefore cited and by certain 
other exhibits which also formed part of the application for license and amend- 
ment thereof and which are designated and described as follows: 

Echibit L: (FPC No. 2064-4) plans of project structures prepared by Herman 
T. Hagestad in October 1953; and 

Erhibit M: A statement in three sheets entitled “Description of mechanical, 
electrical and transmission equipment” and signed Winter Electric Light & 
Power Company by Frank N. Dahlberg on December 23, 1953. 

Paragraph III. Article 34 of the license as amended is further amended to 
read as follows: 

Article 34: The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, 1 cent pér horsepower on the authorized in- 
stalled capacity (846 horsepower), plus 244 cents per 1,000 kilowatt-hours of the 
gross energy generated by the project during the calendar year for which the 
charge is made; and 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands $22.00. 

Paragraph IV. This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect, and shall not in any way 
constitute waiver of any other fact, provision or condition of thé license as 
heretofore amended. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned 
to the Commission within 60 days from the date of issuance of this order. 
Chairman Kuykendall and Commissioner Draper not participating. 


—_ ~~ mr 


Supplemental order authorizing issuance of securities 
California Electric Power Co. 
Docket No. E-6634 


August 31, 1955 





By order issued August 15, 1955, 14 F. P. C. 915, in the above entitled matter, 
the Commission authorized California Electric Power Company (Applicant) to 
issue and sell through competitive bidding $6,000,000 principal amount of first 
mortgage bonds, series due 1985, subject to the provisions, among others, as set 
forth in paragraph (C) of that order, as follows :* 

The proposed issuance and sale of first mortgage bonds at competitive bidding 
shall not be consummated until: 







* By that order Applicant was also, conditionally, authorized to issue and sell through 
competitive bidding 230,000 shares of Common Stock (par value $1 per share). By Com- 
mission order issued August 23, 1955, in the above docket, Applicant was authorized to 
consummate the issuance and sale of said Common Stock. 
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(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s General Rules and Regulations re- 
lating to compliance with competitive bidding requirements and Section 34.2 (k) 
(4) of those Rules relating to affiliation, and shall have either filed such amend- 
ments or shall have mailed them and advised the Commission by telephone 
and telegraph as contemplated by § 34.9 of the Rules. 

(ii) The Commission shall, by further order, have approved the price to be 
received by the Applicant for the first mortgage bonds and the iuterest rate 
thereof. 

Applicant on August 30, 1955, filed an amendment pursuant to the require- 
ments of the aforementioned Commission order issued August 15, 1955, setting 
forth that it proposes to accept as providing the lowest annual cost to it, the bid 
of White, Weld & Co. to purchase the proposed issuance of first mortgage bonds 
for the price of 100.217 with a coupon rate of 3%%. 

The Commission finds: 

(1) The Applicant has satisfactorily complied with the requirements of para- 
graph (C) of the Commission’s order issued August 15, 1955, referred to above, 
and under the bid it proposes to accept the price to be received by the Applicant 
for the first mortgage bonds and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of first mortgage bonds as hereinafter 
authorized and approved will be for a lawful object within the corporate pur- 
poses of the Applicant and compatible with the public interest, which is ap- 
propriate for and consistent with the proper performance by the Applicant of 
service as a public utility and which will not impair its ability to perform 
that service, and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The price to be received by the Applicant for the first mortgage bonds 
and the interest rate thereof, all as described above, are approved as reasonable. 

(B) The proposed issuance and sale of first mortgage bonds, referred to above, 
upon the terms and conditions and for the purposes specified in the application, 
as supplemented by the amendment referred to above, be and the same hereby 
are authorized, subject only to the provisions of paragraphs (D), (E) and (F) 
of the Commission’s order issued August 15, 1955, in this matter. 

Commissioner Draper not participating. 


Order authorizing transmission of electric energy to Mexico 
and superseding previous authorization 


Luz Y Fuerza de Reynosa, S. A. and Central Power and Light Co. 
Docket No. E-6191 
September 1, 1955 


Luz Y Fuerza de Reynosa, S. A. (Reynosa Company) of Reynosa, Tamaulipas, 
Mexico, in an application filed May 16, 1955, requested authorization, pursuant 
to the provisions of Section 202 (e) of the Federal Power Act, to export from the 
United States to Mexico up to 20,000,000 kwh of electric energy per year at a 
maximum transmission rate of 4,000 kw. The requested authorization would 
supersede that previously granted by the Commission’s order issued May 4, 
1950, 9 F. P. C. 714, in the above docket. Central Power and Light Company 
(Central), incorporated under the laws of the State of Texas, with its principal 
place of business at Corpus Christi, Texas, filed a joinder in the subject applica- 
tion on May 16, 1955. 
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According to the application the amounts of electric energy to be exported 
will be used in and around Reynosa, Tamaulipas, Mexico, to meet the needs 
of Reynosa Company and for resale to the general public. : 

3y the previously mentioned order the applicants were authorized to transmit 
from the United States to Mexico up to 15,000,000 kwh of electric energy per 
year at a maximum transmission rate of 3,500 kw over facilities cov. ed by the 
Presidential Permit signed by the President of the United States on May 16, 
1949, and accepted by the Reynosa Company on June 15, 1949 (Docket No. 
E-6190). The facilities, without any modification thereof, as described in that 
Permit, will be used to transmit the increased amount of electric energy which 
the applicants presently seek to export. 

As in the case of the smaller amount of electric energy exported pursuant to 
the authorization granted by the previously mentioned Commission order, 
Reynosa Company will purchase the entire amount of the energy which it pres- 
ently seeks to export from Central with delivery of the energy being made from 
Central’s facilities located on the United States side of the Rio Grande near the 
International Bridge connecting Hidalgo, Texas, and Reynosa, Mexico. The 
energy will be purchased in accordance with a schedule of rates and charges 
embodied in an electric service contract with Central dated April 29, 1955, which 
was filed as an exhibit to the application. 

Written notice of the application has been given to the Railroad Commission 
of Texas and to the Governor of that State. Notice of the filing of the applica- 
tion has also been given by publication in the Federal Register on May 27, 1955 
(20 FR 3780), stating that any person desiring to be heard or to file any pro- 
test with. reference to the. application should on or before the 13th.day of 
June 1955 file with the Federal Power Commission, Washington 25, D. C., a 
petition or protest in accordance with the Commission’s General Rules and 
Regulations. No protest or petition or request to be heard in opposition to the 
granting of the application has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Mexico as 
limited herein and as hereinafter authorized will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction 
of the Commission. 

The Commission orders: 

(A) The applicants be and they hereby are authorized to transmit electric 
energy from the United States to Mexico in accordance with the terms and 
conditions set forth in the application and subject to the provisions of this 
order. 

(B) The electric energy which the applicants are hereby authorized to trans- 
mit from the United States to Mexico shall be in an amount not in excess of 
20,000,000 kwh per year at a transmission rate not to exceed 4,000 kw; the 
energy to be transmitted over the facilities specified in the Presidential Permit 
signed by the President of the United States on May 16, 1949, and referred 
to above. 

(C) The authorization herein granted may be modified from time to time or 
terminated by further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential Permit referred to in Paragraph (3) above. 

(D) Applicants shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules and regulations or orders issued by the Commission. 
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(E) Applicants shall provide for the installation and maintenance of adequate 
metering equipment to measure the flow of all energy transmitted from the 
United States to Mexico pursuant to the authority herein granted; shall make, 
keep and preserve full and complete records with respect to the movement of 
such energy. Reynosa Company shall furnish in triplicate with respect to such 
transmission of electric energy reports annually on or before February 15, show- 
ing the kilowatt-hours delivered, the maximum kilowatts of transmission and 
the consideration paid therefor during each month of the preceding year. 

(F) This authorization to transmit electric energy from the United States to 
Mexico shall not be transferable or assignable but in the event of the involuntary 
transfer of the facilities used for such transmission by operation of law (in- 
cluding such transfers to receivers, trustees, or purchasers under foreclosure 
or judicial sale) said authorization shall continue in effect temporarily for a 
reasonable time thereafter, pending the making of an application for permanent 
authorization and decision thereon, providing notice is promptly given in writing 
to the Commission, accompanied by the statement that the physical facts relating 
to the sufficiency of supply, rates and nature of use remain substantially the 
same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of any lawful authority 
vested in the State or State regulatory commission over applicants. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(1) The authorization herein granted shall supersede that heretofore granted 
by the aforementioned order of the Commission issued May 4, 1950, in the 
above docket. 

Commissioner Draper not participating. 


Order authorizing transmission of electric energy to Mexico 
= and superseding previous authorization 


Luz Y Fuerza de Reynosa, S. A. and Central Power and Light Co. 
Docket No. E-6295 
September 1, 1955 


Luz Y Fuerza de Reynosa, S. A. (Reynosa Company) of Reynosa, Tamaulipas, 
Mexico, in an application filed May 16, 1955, requested authorization, pursuant 
to the provisions of Section 202 (e) of the Federal Power Act, to export from 
the United States to Mexico up to 25,000,000 kwh of electric energy per year at 
a maximum transmission rate of 5,000 kw. The requested authorization would 
supersede that previously granted by the Commission’s order issued December 19, 
1950, 9 F. P. ©. 1329, in the above docket. The Central Power and Light Com- 
pany (Central), incorporated under the laws of the State of Texas, with its 
principal place of business at Corpus Christi, Texas, filed a joinder in the 
subject application on May 16, 1955. 
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According to the application the amounts of electric energy to be exported will 
be used in and around Rio Bravo, Tamaulipas, Mexico, to meet the needs of 
Reynosa Company and for resale to the general public. 

By the previously mentioned order the applicants were authorized to transmit 
. from the United States to Mexico up to 10,000,000 kwh of electric energy per 
year at a maximum transmission rate of 2500 kw over facilities covered by the 
Presidential Permit signed by the President of the United States on October 9, 
1950 and accepted by the Reynosa Company on October 24, 1950 (Docket No. 
E-6296). The facilities, without any modification thereof, as described in that 
Permit, will be used to transmit the increased amount of electric energy which 
the applicants presently seek to export. 

As in the case of the smaller amount of electric energy exported pursuant to 
the authorization granted by the previously mentioned Commission order, 
Reynosa Company will purchase the entire amount of the energy which it 
presently seeks to export from Central with delivery of the energy being made 
from Central’s facilities located on the United States side of the Rio Grande 
near the Donna Irrigation District Rio Grande River Pumping Plant situated 
approximately eight miles south of Donna, Texas. The energy will be purchased 
in accordance with a schedule of rates and charges embodied in an electric 
service contract with Central dated April 29, 1955, which was filed as an 
exhibit to the application. 

Written notice of the application has been given to the Railroad Commission 
of Texas and to the Governor of that State. Notice of the filing of the applica- 
tion has also been given by publication in the Federal Register on May 27, 1955 
(20 FR 3780), stating that any person desiring to be heard or to file any protest 
with reference to the application should on or before the 13th day of June 1955 
file with the Federal Power Commission, Washington 25, D. C., a petition or 
protest in accordance with the Commission’s General Rules and Regulations. No 
protest or petition or request to be heard in opposition to the granting of the 
application has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Mexico as 
limited herein and as hereinafter authorized will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction 
of the Commission. 

The Commission orders: 

(A) Applicants be, and they hereby are authorized to transmit electric energy 
from the United States to Mexico in accordance with the terms and conditions 
set forth in the application and subject to the provisions of this order. 

(B) The electric energy which applicants are hereby authorized to transmit 
from the United States to Mexico shall be in an amount not in excess of 25,000,000 
kwh per year at a transmission rate not to exceed 5,000 kw; the energy to be 
transmitted over the facilities specified in the Presidential Permit signed by 
the President of the United States on October 9, 1950, and referred to above. 

(C) The authorization herein granted may be modified from time to time or 
terminated by further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Pres- 
idential Permit referred to in Paragraph (B) above. 

(D) Applicants shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules and regulations or orders issued by the Commission. 
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(E) Applicants shall provide for the installation and maintenance of adequate 
metering equipment to measure the flow of all energy transmitted from the 
United States to Mexico pursuant to the authority herein granted; shall make, 
keep and preserve full and complete records with respect to the movement of 
such energy. Reynosa Company shall furnish in triplicate with respect to such 
transmission of electric energy, reports annually on or before February 15, 
showing the kilowatt-hours delivered, the maximum kilowatts of transmission 
and the consideration paid therefor during each month of the preceding year. 

(F) This authorization to transmit electric energy from the United States to 
Mexico shall not be transferable or assignable but in the event of the in- 
voluntary transfer of the facilities used for such transmission by operation of 
law (including such transfers to receivers, trustees, or purchasers under fore- 
closure or judicial sale) said authorization shall continue in effect temporarily 
for a reasonable time thereafter, pending the making of an application for 
permanent authorization and decision thereon, providing notice is promptly 
given in writing to the Commission, accompanied by the statement that the 
physical facts relating to the sufficiency of supply, rates and nature of use 
remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any State 
or State regulatory commission for the exercise of any lawful authority vested 
in the State or State regulatory commission over the applicants. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(I) The authorization herein granted shall supersede that heretofore granted 
by the aforementioned order of the Commission issued December 19, 1950, in the 
above docket. 

Commissioner Draper not participating. 


Order authorizing merger or consolidation of certain facilities, disposition of 
certain facilities and merger or consolidation of certain facilities 


Frontier Power Co. and Springer Electric Cooperative, Inc. 
Docket No. E-6635 
September 1, 1955 


Frontier Power Company (Frontier), incorporated under the laws of the 
State of Colorado, qualified to do business as a foreign corporation in the State 
of New Mexico, with its principal place of business in Trinidad, Colorado, filed 
an application on July 13, 1955, with amendments thereto on August 22 and 29, 
1955, requesting authorization pursuant to Section 203 of the Federal Power 
Act, to acquire all of the facilities of Monument Electric Company (Monument), 
a wholly owned subsidiary, and thereafter to dispose of the whole of. its 
(Frontier’s) facilities by selling certain specified portions thereof to the Springer 
Electric Cooperative, Inc. (Springer), the San Isabel Electric Association, Inc. 
(San Isabel), and the City of Walsenburg, Colorado, respectively. On August 23, 
1955, Springer, a non-profit membership corporation, organized and existing under 
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the laws of the State of New Mexico, and qualified to do business in the State 
of Colorado, with its principal place of business in Springer, New Mexico, filed a 
joinder in the application of Frontier requesting that it (Springer) be authorized 
to acquire the properties which Frontier proposes to sell to it. 

The application shows Monument to be a corporation organized and existing 
under the laws of the State of Colorado with its principal place of business at 
Trinidad, Colorado, and San Isabel to be a non-profit membership corporation, 
organized and existing under the laws of the State of Colorado, with its principal 
place of business at Pueblo, Colorado. 

The portion of Frontier’s system to be acquired by Springer consists, chiefly, 
of a section of 44-kv transmission line, together with appurtenant facilities, 
which line extends from Trinidad, Colorado, to Dawson, New Mexico. Also 
included are the distribution facilities by means of which Frontier currently 
serves the electric requirements of the Town of Starkville, Colorado. With 
the exception of the transmission and distribution facilities of Frontier which 
are located within the City of Walsenburg, the remaining transmission and 
distribution facilities of Frontier, all of which are located within Huerfano and 
Las Animas Counties, Colorado, are to be acquired by San Isabel along with 
Frontier’s Trinidad generating plant and enumerated real and personal property. 

The City of Walsenburg will acquire the transmission and distribution facilities 
of Frontier which are within its city limits together with Frontier’s Walsen 
generating plant and certain enumerated personal property. 

Generally, the properties to be sold by Frontier, which will be acquired from 
Monument, consist of certain transmission and distribution facilities serving a 
rural area which is described in Frontier’s application as the Segundo-Monument 
Lake and LaVeta-Cuchara areas of Huerfano and Las Animas Counties, Colorado. 

An aggregate of $2,000,000 in cash will be paid to Frontier by the three pur- 
chasers, subject to closing adjustments. The following amounts are to be paid 
by each: Springer $85,000; San Isabel $1,165,000; and Walsenburg $750,000. 
In addition, to these payments San Isabel will assume an obligation of $95,289 
associated with some of the properties to be purchased by it. That amount is 
stated to represent the presently unpaid portion of a loan which was made by 
the Rural Electrification Administration (REA) to Monument at the time of the 
construction of the aforementioned facilities in Huerfano and Las Animas 
Counties, Colorado. 

According to the application the original cost of the facilities to be sold by 
Frontier was $3,183,974. The applicable reserve for depreciation is said to be 
$724,498. 

Briefly, the steps to be taken in connection with this disposition of all Frontier’s 
properties are set forth in the application, as follows. 

Initially, Frontier as the owner of all of the shares of Monument’s outstanding 
capital stock 1 will cause the latter to be merged with Frontier remaining as the 
surviving corporation. Frontier will acquire all of Monument’s properties and 
assets in consideration of Frontier’s assumption of all of the liabilities and ob- 
ligations of Monument and the cancellation of Monument’s outstanding capital 
stock. 

Thereafter, Frontier will sell the respective portions of its system to Springer, 
San Isabel and Walsenburg for the aggregate $2,000,000 cash consideration and 
San Isabel’s agreement to retire the outstanding load of the RBA. , 

Finally, Frontier will retire its outstanding bonded indebtedness totaling 
$1,454,000, principal amount, and will discharge outstanding 10-year registered 


1 Monument’s only outstanding capital stock consists of 12 shares of common stock 
(par value $100 per share). 
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notes totaling $104,540, principal amount. All other outstanding obligations and 
liabilities of Frontier will be paid along with expenses incurred in connection 
with the proposed sale. The balance of the proceeds to be obtained from the 
proposed sale of facilities which thereafter remain will be distributed along with 
other cash assets on hand to Frontier’s stockholders as a liquidating dividend. 
Frontier’s existence as a corporate entity will thereafter be terminated. 

The application states that Frontier’s proposal to dispose of its facilities and 
thereafter to end its corporate existence, as described above, has been approved 
by its stockholders. The proposed acquisition by Frontier of its wholly owned 
subsidiary, Monument, has also received all necessary stockholder approval. 
According to the application the electors of the City of Walsenburg voted in 
favor of the City’s acquisition of the portion of Frontier’s system described above. 

According to the application all of Frontier’s obligations connected with its 
bonded indebtedness will be satisfied by Frontier’s payment of 90% of the prin- 
cipal amount of its outstanding bonds. Frontier states that the John Hancock 
Mutual Life Insurance Company presently holds all of said bonds, and has 
agreed to accept the 90% payment plus accrued interest to the date of the redemp- 
tion of the bonds in satisfaction of all of Frontier’s obligations thereunder. 
Frontier further states that the holder of all of its outstanding 10-year regis- 
tered notes, White Securities Corporation, has agreed to accept a payment of 
90% of the $104,540 principal amount thereof in satisfaction of all of Frontier’s 
obligations thereunder. 

The application states that the consumers of electric energy now served by 
Frontier will, following the proposed disposition of Frontier’s facilities, receive 
adequate service from the several purchasers and the prospective purchasers will 
assume all of the service obligations of Frontier. 

The respective service areas of Springer and San Isabel are adjacent to the 
area now served by Frontier and upon consummation of the proposed sale the 
respective facilities to be acquired by these purchasers will be integrated with 
their existing facilities. The City of Walsenburg proposes to operate the portion 
of Frontier’s system to be acquired by it as a municipal electric system. In 
addition to rendering service within its corporate limits Walsenburg proposes 
to serve two immediately adjacent areas pursuant to an agreement with San 
Isabel. 

While Springer and San Isabel will have generally adjacent service areas upon 
consummation of the transactions, the application shows that their respective 
facilities will not be interconnected. 

Written notice of the application has been given to the Public Utilities Com- 
mission of Colorado, and to the Public Service Commission of New Mexico, and 
to the Governor of each of those states. Notice of the application was also given 
by publication in the Federal Register on July 22, 1955 (20 F. R. 5272-5273), 
stating that any person desiring to be heard or to make any protest with refer- 
ence to the application should file a petition or protest on or before August 6, 
1955, with the Federal Power Cominission, Washington 25, D. C. No protest or 
petition or request to be heard in opposition to the granting of the application 
has been received. 

The Public Service Commission of New Mexico by its order dated August 10, 
1955, among other things, authorized Frontier to dispose of the whole of its 
facilities located in the State of New Mexico to Springer, all in the manner as 
above described. The Public Utilities Commission of Colorado, by order dated 
August 18, 1955, among other things, authorized Frontier to dispose of the 
respective parts of its facilities located in Colorado to Springer, San Isabel and 
the City of Walsenburg all in the manner as above described. 
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The Commission finds: 

(1) Frontier is a corporation organized and existing under the laws of the 
State of Colorado. It owns and operates facilities, among others, for the trang- 
mission and sale at wholesale of electric energy which is generated in Colorado 
and consumed in New Mexico, all of which facilities are in addition to, and do 
not include, facilities used for the generation of electric energy, facilities used 
in local distribution, or only for the transmission of electric energy in intrastate 
commerce, or facilities for the transmission of electric energy consumed wholly 
by the transmitter and Frontier is, therefore, a public utility within the meaning 
of that term as used in Section 203 of the Federal Power Act. 

(2) Springer is a non-profit membership corporation organized and existing 
under the laws of the State of New Mexico. It owns and operates facilities, 
among others, for the transmission of electric energy which is generated in 
New Mexico and consumed in Colorado, all of which facilities are in addition 
to, and do not include facilities used for the generation of electric energy, facili- 
ties used in local distribution or only for the transmission of electric energy in 
intrastate commerce or facilities for the transmission of electric energy con- 
sumed wholly by the transmitter, and Springer is, therefore, a public utility 
within the meaning of that term as used in Section 203 of the Federal Power Act. 

(3) By the proposed transactions as described above, Frontier will merge or 
consolidate its facilities subject to the jurisdiction of the Commission, with those 
of Monument, another person, within the meaning of and subject to the require- 
ments of Section 203 of the Act. Thereafter, Frontier will, by the proposed 
transactions, dispose of the whole of its facilities subject to the jurisdiction of 
the Commission within the meaning and subject to the requirements of Section 
203 of the Act. 

(4) By the proposed transactions Springer will merge or consolidate its facili- 
ties subject to the jurisdiction of the Commission with facilities of Frontier, 
another person, within the meaning and subject to the requirements of Section 
208 of the Act. 

(5) The application discloses an excess of the stated depreciated original cost 
of the facilities of Frontier which Springer proposes to acquire over the consid- 
eration to be paid therefor in the approximate amount of $15,000 which excess 
should be disposed of by Springer as hereinafter ordered. 

(6) The effectuation of the proposed transactions, all as described above, will 
be consistent with the public interest as expressed in Section 203 of the Federal 
Power Act. 

(7) Frontier is not subject to any requirement of the Public Utility Holding 
Company Act of 1935 or a rule, regulation or order thereunder which would 
exempt it from the requirements of Section 203 of the Federal Power Act pursu- 
ant to Section 318 thereof. 

The Commission orders: 

(A) The proposed acquisition of Monument’s facilities and the merger or con- 
solidation thereof by Frontier, the proposed disposition by Frontier of the whole 
of its facilities subject to the jurisdiction of the Commission, and the proposed 
acquisition and merger or consolidation of facilities by Springer, all as described 
above, be and the same hereby are authorized and approved upon the terms and 
conditions as set forth in the application, subject to the provisions of this order. 

(B) The excess of the depreciated original cost of the facilities to be acquired 
by Springer over the consideration to be paid therefor, which amount is shown 
in the application to approximate $15,000, shall be disposed of by Springer by 
a transfer of this amount to its Reserve for Depreciation of Electric Plant, 

(C) This authorization shall expire, unless the transactions hereby authorized 
are consummated within 90 days from the issuance of this order. 
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(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of costs or any matter whatsoever which 
may come before this Commission or any other regulatory body and nothing in 
this order shall be construed as an acquiescence by this Commission in any esti- 
mate or determination of cost or any valuation of property claimed or asserted. 

Commissioner Draper not participating. 


Order authorizing issuance of securities 
Montana-Dakota Utilities Co. 
Docket No. E-6636 
September 1, 1955 


Montana-Dakota Utilities Co. (Applicant), incorporated under the laws of the 
State of Delaware, qualified to do business as a foreign corporation in the States 
of Minnesota, Montana, North Dakota, South Dakota and Wyoming, with its 
principal business office in Minneapolis, Minnesota, filed an application on July 28, 
1955, pursuant to Section 204 of the Federal Power Act, requesting authorization 
for the issuance of not to exceed $6,500,000, principal amount, of short-term 
promissory notes. 

Applicant proposes to execute to The First National City Bank of New York 
at various times prior to December 31, 1955, an aggregate of $6,500,000, principal 
amount, of unsecured promissory notes each maturing within one year from the 
date of its issuance and bearing interest at the prime commercial rate current 
when executed. The notes are to be of varying principal amounts and dated 
as of their respective dates of issue. 

The Northwestern National Bank of Minneapolis and the First National Bank 
of Minneapolis will have participations of 25 percent and 20 percent, respec- 
tively, in each note through agreements with The First National City Bank. 

The Applicant states that no placement fee or discount expense will be incurred 
in connection with the proposed issuance. 

The application states that the proceeds from the proposed issuance will be 
used to provide a portion of the funds needed to carry on applicant’s current 
construction program. 

The application shows that Applicant proposes to discharge the proposed 
promissory notes with funds obtained from permanent financing expected to be 
undertaken early in 1956. 

Written notice of the application has been given to the Public Service Com- 
mission of North Dakota, the Public Service Commission of Wyoming, the 
Public Utilities Commission of South Dakota, the Board of Railroad Commis- 
sioners of Montana, the Railroad and Warehouse Commission of Minnesota and 
to the Governor of each of those States. Notice of the application was also 
published in the Federal Register on August 6, 1955 (20 F. R. 5706), stating 
that any person desiring to be heard or to make any protest with reference to 
the application should file a petition or protest on or before August 22, 1955, with 
the Federal Power Commission, Washington 25, D. C. No protest or petition 
or request to be heard in opposition to the granting of such application has 
been received. 

The Commission finds: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of Delaware. It owns and operates facilities, among others, for the trans- 
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mission and sale at wholesale of electric energy which is transmitted between 
the States of Montana, North Dakota and South Dakota, and consumed outside 
of the State where generated, all of which facilities are in addition to and do 
not include facilities used for the generation of electric energy, facilities used 
in local distribution or only for the transmission of electric energy in intrastate 
commerce, or facilities for the transmission of electric energy consumed wholly 
by the transmitter, and Applicant is, therefore, a public utility within the mean- 
ing of that term as used in Section 204 of the Act. 

(2) The proposed issuance and sale of promissory notes described above will 
constitute an issuance of securities within the purview of Section 204 of the Act. 

(3) The proposed issuance and sale of promissory notes described above, will 
be in excess of 5 percent of the par value of the other securities of Applicant and 
therefore will not be exempt by virtue of Section 204 (e) from the requirements 
of Section 204 (a). 

(4) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a state commission within the meaning 
of Section 204 (f) of the Act, and the proposed issuance is, therefore, not exempt 
by virtue of that section from the requirements of Section 204 of the Act. 

(5) The proposed issuance and sale of promissory notes hereinafter authorized 
will be for a lawful object, within the corporate purposes of Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance of service by Applicant as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

The Commission orders: 

(A) The proposed issuance and sale of promissory notes, in the aggregate 
principal amount of $6,500,000, upon the terms and conditions and for the pur- 
poses specified in the application, be and the same hereby are authorized subject 
to the provisions of this order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated on or before December 31, 1955. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
which may come before this Commission or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed 
or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
zation on the part of the United States in respect to any securities to which this 
order relates, 

Commissioner Draper not participating. 


Order authorizing issuance of securities 
Northern States Power Co. 
Docket No. E-6637 
September 1, 1955 


Northern States Power Company (Applicant), incorporated under the laws of 
the State of Minnesota, qualified to do business as a foreign corporation in the 
States of North Dakota and South Dakota, with its principal place of business 
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in Minneapolis, Minnesota, filed an application on July 29, 1955, pursuant to 
Section 204 of the Federal Power Act, requesting authorization for the issuance 
of not to exceed $25,000,000, principal amount, of promissory notes. 

According to the application the proposed notes will be issued to various com- 
mercial banks from time to time during the remainder of 1955 or during 1956. 
The notes are to be of varying principal amounts and dated as of their respective 
dates of issue. Each of the proposed notes will bear interest at the prime loan 
rate in-effect at the time of its issue and will mature within a period of one year 
or less from the date thereof; provided, however, that none of the proposed notes 
will have a maturity date later than December 31, 1956. The Applicant states 
that each of the proposed notes will be subject to prepayment, in whole or in 
part, upon 24 hours prior written notice to the payee, without premium or penalty. 

The principal amount of all of the proposed notes which may be outstanding 
at any one time, together with all other promissory notes of the Applicant which 
are then outstanding, will not exceed $25,000,000 in the aggregate. According to 
the application the Applicant has currently outstanding promissory notes in the 
aggregate principal amount of $11,572,250. These notes were issued June 1, 1955 
and will mature on or before March 1, 1956.1 

Applicant expects to issue $13,427,750, principal amount of the proposed notes, 
during the remainder of the current year or during the first part of 1956 to 
provide a portion of the funds needed to carry on its current construction pro- 
gram. Additional notes may be issued in the event that any of the presently 
outstanding promissory notes become due and payable before the completion by 
the Applicant of permanent financing of its 1955 new money requirements. 

The Applicant states that no finder’s fee or underwriter’s fee will be paid in 
connection with the proposed issuance of promissory notes. 

Written notice of the application has been given to the Railroad and Ware- 
house Commission of Minnesota, the Public Service Commission of North Dakota, 
the Public Utilities Commission of South Dakota and the Public Service Com- 
mission of Wisconsin and to the Governor of each of those States. Notice of 
the filing of the application was also given by publication published in the 
Federal Register on August 9, 1955 (20 F. R. 5733), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before August 24, 1955, with the Federal 
Power Commission, Washington 25, D. C. No protest or petition or request to 
be heard in opposition to the granting of the application has been received. 

The Commission finds: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of Minnesota. It owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy generated in Minnesota, North 
Dakota, South Dakota and Wisconsin, and consumed outside the State in which 
it is generated, all of which facilities are in addition to and do not include 
facilities used for the generation of electric energy, facilities used in local dis- 
tribution or only for the transmission of electric energy in intrastate commerce, 
or facilities for the transmission of electric energy consumed wholly by the 
transmitter, and Applicant is, therefore, a public utility within the meaning of 
that term as used in Section 204 of the Act. 

(2) The proposed issuance and sale of promissory notes described above will 
constitute an issuance of securities within the purview of Section 204 of the Act. 


1 By virtue of Section 204 (e) of the Act, prior authorization of this Commission was 
not required for the issuance of those notes. Certificate of Notification relating to that 
transaction has been filed by the Applicant. 
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(8) The proposed issuance and sale of promissory notes described above will 
be in excess of 5 percent of the par value of the other securities of Applicant and 
therefore will not be exempt by virtue of Section 204 (e) from the requirements 
of Section 204 (a). 

(4) Applicant is not organized ahd operating in a State under the laws of 
which its security issues are regulated by a State Commission within the mean- 
ing of Section 204 (f) of the Act, and the proposed issuance is, therefore, not 
exempt by virtue of that section from the requirements of Section 204 of the Act. 

(5) The proposed issuance and sale of promissory notes hereinafter authorized 
will be for a lawful object, within the corporate purposes of Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance of service by Applicant as a publie utility and which 
will not imair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

The Commission orders: 

(A) The proposed issuance and sale of promissory notes, in the aggregate 
principal amount of $25,000,000, upon the terms and conditions and for the 
purposes specified in the application, be and the same hereby are authorized 
subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the maturity of all notes 
to be issued pursuant thereto, being not later than December 31, 1956. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
which may come before this Commission or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed 
as asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect to any securities to which this 
order relates. 

Commissioner Draper not participating. 


Order authorizing transmission of electric energy to Mexico 
and superseding previous authorization 


Jose Barrera Gonzalez and Central Power and Light Co. 
Docket No. IT-5961 
September 1, 1955 


Jose Barrera Gonzalez of San Pedro Roma, Tamaulipas, Mexico, having desig- 
nated Guadalupe E. Barrera, a resident of Roma, Texas, as his agent, by irrevo- 
cable power of attorney, in an application filed April 18, 1955, as amended 
July 15, 1955, requested authorization, pursuant to the provisions of Section 
202 (e) of the Federal Power Act, to export from the United States to Mexico 
up to 1,000,000 kwh of electric energy per year at a maximum transmission rate 
of 400 kw. The requested authorization would supersede that previously 
granted by the Commission’s order issued June 29, 1949, 8 F. P. C. 957, in the 
above docket. The Central Power and Light Company, incorporated under the 
laws of the State of Texas, with its principal place of business at Corpus Christi, 
Texas, filed a joinder in the subject application on April 18, 1955. 
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By the previously mentioned order of the Commission, Mr. Gonzalez and 
Central Power and Light Company were authorized to transmit from the United 
States to Mexico up to 876,000 kwh of electric energy per year at a rate not 
in excess of 200 kw over facilities covered by a Presidential Permit signed by 
the President of the United States on December 5, 1945, and released on March 6, 
1946 (Docket No. IT-5960). The same facilities, as described in that Permit, 
will be used to transmit the greater amount of electric energy which applicants 
presently seek to export. 

As in the case of the energy presently exported, Mr. Gonzalez will purchase 
all of the energy proposed to be exported from Central Power and Light with 
delivery of the energy being made from the seller’s facilities located on the 
United States side of the Rio Grande near International Bridge, Roma, Starr 
County, Texas. The energy will be purchased in accordance with a schedule of 
rates and charges embodied in an electric service contract with the seller dated 
April 12, 1955, which was filed as an exhibit to the application. 

All of the energy which the applicants seek to export will be used in and 
around San Pedro Roma, Tamaulipas, Mexico, to meet the needs of Mr. Gon- 
zalez and for resale. 

Written notice of the application has been given to the Railroad Commission 
of Texas and to the Governor of that State. Notice of the filing of the applica- 
tion has also been given by publication in the Federal Register on April 30, 1955 
(20 F. R. 2939), stating that any person desiring to be heard or to file any protest 
with reference to the application should, on or before the 16th day of May 1955 
file with the Federal Power Commission, Washington 25, D. C., a petition or 
protest in accordance with the Commission’s General Rules and Regulations. 
No protest or petition or request to be heard in opposition to the granting of the 
application has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Mexico as 
limited herein and as hereinafter authorized will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction 
of the Commission. 

The Commission orders: 

(A) The Applicants be, and they hereby are authorized to transmit electric 
energy from the United States to Mexico in accordance with the terms and 
conditions set forth in the application and subject to the provisions of this order. 

(B) The electric energy which the Applicants are hereby authorized to trans- 
mit from the United States to Mexico shall be in an amount not in excess of 
1,000,000 kwh per year at a rate not to exceed 400 kw; the energy to be trans- 
mitted over the facilities specified in Presidential Permit signed by the President 
of the United States on December 5, 1945, and referred to above. 

(C) The authorization herein granted may be modified from time to time or 
terminated by further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential Permit referred to in Paragraph (B) above. 

(D) The Applicants shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules and regulations or orders issued by the Commission. 

(E) The Applicants shall provide for the installation and maintenance of 
adequate metering equipment to measure the flow of all energy transmitted from 
the United States to Mexico pursuant to the authority herein granted; shall 
make, keep and preserve full and complete records with respect to the movement 
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of such energy. “Mr. Gonzalez shall furnish in triplicate with respect to such 
transmission of electric energy, reports, annually, on or before February 15, 
showing the kw hours delivered, the maximum kw of transmission and the con- 
sideration paid therefor during each month of the preceding year. 

(F) This authorization to transmit electric energy from the United States to 
Mexico shall not be transferable or assignable, but in the event of the involun- 
tary transfer by operation of law (including such transfers to receivers, trustees 
or purchasers under foreclosure or judicial sale) of facilities used for such 
transmission shall continue in effect temporarily for a reasonable time thereafter, 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission accom- 
yanied by a statement that the physical facts relating to sufficiency of supply, 
rates and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of any lawful authority 
vested in the State or State regulatory commission over the applicants. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(1) This authorization herein granted shall supersede that heretofore granted 
by the aforementioned order of the Commission issued June 29, 1949, in the 
above docket. 

Commissioner Draper not participating. 


Order authorizing issuance of securities 
Puget Sound Power & Light Co. 
Docket No. E-6639 
September 6, 1955 


Puget Sound Power & Light Company (Applicant), incorporated under the 
laws of the State of Massachusetts, qualified to do business as a foreign corpera- 
tion in the State of Washington, with its principal place of business in Seattle, 
Washington, filed an application on August 3, 1955, with amendments thereto 
on August 24 and 29, 1955, requesting a determination by this Commission that 
Applicant is not a public utility within the meaning of that term as used in 
Section 201 of the Federal Power Act, or in the alternative for authorization, 
pursuant to Section 204 of the Act, to issue a maximum of $20,000,000 principal 
amount, of promissory notes. 

Applicant proposes to issue notes to evidence loans from various commercial 
banks who have agreed severally to make an aggregate credit of $20,000,000 
available to the Applicant until July 31, 1958. The application of each partici- 
pating bank is set forth in a credit agreement with the Applicant dated August 1, 
1955. 

According to that agreement each of the proposed notes will be dated as of 
its date of issue and will mature July 31, 1958. Applicant will pay interest at 
the rate of 3% per annum on the principal amount of each note and will, in 
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addition pay a commitment fee to each of the participating banks at the rate of 
one-quarter of 1% per annum based on the daily average unused credit provided 
by each bank. 

Notes in the total amount of $3,000,000, which notes represent “initial loans,” 
are to be issued immediately after regulatory approvals have been obtained, and 
notes in the total amount of not in excess of $17,000,000 are to be issued from 
time to time. The initial loans aggregating $3,000,000 will be secured from the 
various participating banks in specified amounts as set forth in the credit 
agreement. 

The credit agreement provides for a reduction of the commitment remaining 
after the initial loans aggregating $3,000,000 in whole or in part in amounts not 
less than $500,000 under terms and conditions as set forth herein. Any such 
reduction by the Applicant will be apportioned among the participating banks 
ratably upon the basis of their respective unused commitments. 

The notes to be issued may be prepaid at any time as a whole or from time 
to time in part at the option of the Applicant; but if in part, ratably as to all 
notes bearing the same date and in principal amounts of $500,000 or any multiple 
thereof. Any such prepayment is to be without premium or penalty unless made 
directly or indirectly from or in anticipation of the receipt of loans by Applicant 
of a duration of three years or less, at a rate of interest equal to or less than 
8% per annum from banks (other than the banks participating in the credit 
agreement) or other institutions. 

Applicant proposes to use the proceeds to be obtained from the proposed issu- 
ance to discharge presently outstanding promissory notes, in the principal amount 
of $2,000,000 and to reimburse its treasury for construction expenses heretofore 
incurred in the amount of $1,000,000. The remaining amounts will be applied 


to Applicant’s general construction program covering the years 1955, 1956, and 
1957. 


The application states that no underwriter’s fee or discount fee will be paid 
in connection with the proposed issuance. 

Written notice of the application has been given to the Public Service Com- 
mission of Washington and to the Governor of that State. Notice of the appli- 
cation has also been given by publication in the Federal Register on August 12, 
1955 (20 F. R. p. 5885), stating that any person desiring to be heard or to make 
any protest with reference to the application should file a petition or protest 
with the Federal Power Commission, Washington 25, D. C., on or before 
August 29, 1955. 

The Public Service Commission of Washington by order dated August 16, 1955 
authorized the Applicant to issue an aggregate of $20,000,000 principal amount 
promissory notes in the amount as described above. 

The Commission finds: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of Massachusetts. It owns and operates facilities, among others, for the 
transmission and sale at wholesale of electric energy generated in the State of 
Idaho and consumed outside the state in which it is generated, all of which 
facilities are in addition to and do not include facilities used for the generation 
of electric energy, facilities used in local distribution or only for the transmission 
of electric energy in intrastate commerce or facilities for the transmission of 
electric energy consumed wholly by the transmitter, and such company is, there- 
fore, a public utility within the meaning of the term as used in Section 203 of 
the Federal Power Act. From January 1947 to May 1953 the Commission issued 
orders in Dockets IT-6015 and IT-6022 finding that an emerg2ncy existed in the 
Pacific Northwest and on the Applicant’s system and pursuant to Section 202 (d) 
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of the Federal Power Act exempted the Applicant from Commission jurisdiction 
by virtue of the ownership and operations of certain interconnection facilities 
during the emergency. These orders continued in effect until they were termi- 
nated on June 30, 1955 by Commission order issued March 18, 1955, 14 F. P. C. 
621. Since then there has been no information from the Applicant indicating 
that its operations have been changed. 

(2) The proposed issuance and sale of promissory notes described above will 
constitute an issuance of securities within the purview of Section 204 of the Act. 

(8) The proposed issuance and sale of promissory notes described above, will 
be in excess of 5 percent of the par value of the other securities of Applicant and 
therefore will not be exempt by virtue of Section 204 (e) from the requirements 
of Section 204 (a). 

(4) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the mean- 
ing of Section 204 (f) of the Act, and the proposed issuance is, therefore, not 
exempt by virtue of that section from the requirements of Section 204 of the Act. 

(5) The proposed issuance and sale of promissory notes hereinafter authorized 
will be for a lawful object, within the corporate purposes of Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance of service by Applicant as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

The Commission orders: 

(A) The proposed issuance and sale of promissory notes, in the aggregate 
principal.amount of .$20,000,000, upon the terms and conditions and for the 
purposes specified in the application, be and the same hereby are authorized 
subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the maturity of all notes 
to be issued pursuant thereto, being not later than July 31, 1958. 

- (C) Applicant’s request that this Commission determine that Applicant is not 
a public utility within the meaning of that term as used in Section 201 of the 
Federal Power Act be and the same is hereby denied. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect to any securities to which 
this order relates. 


Order modifying and amending condition attached to certificate of public 
convenience and necessity and permitting filing of tariff sheets and service 
agreement 


Panhandle Eastern Pipe Line Co. 
Docket No. G-9189 
September 6, 1955 


Panhandle Eastern Pipe Line Company (Panhandle) on August 1, 1955, filed 
an application for a certificate of public convenience and necessity pursuant to 
Section 7 of the Natural Gas Act authorizing the sale of natural gas to The 
East Ohio Gas Company (East Ohio) under Panhandle’s Storage Rate Schedule 
S-1 of its FPC Gas Tariff, Original Volume No. 1. 

In its application Panhandle states that it “requests authorization from the 
Commission * * * to make sales to East Ohio of 6,000,000 Mcf of gas under its 
S-1 Rate Schedule during the interim period of September 1, 1955 to December 1, 
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1955.” Panhandle further states in the application that “it is filing simulta- 
neously herewith its proposed revised Rate Schedule S-1, presently available 
only for service to Michigan Gas Storage Company, so as to make such rate 
schedule available also for sales to East Ohio.” 

In Panhandle’s application it is indicated that deliveries of natural gas to 
East Ohio are expected to be made over a seventy-five-day period with the aver- 
age daily delivery being approximately 80,000 Mcf per day. 

Concurrently with the filing of its certificate application, Panhandle Eastern 
filed (1) Third Revised Sheet No. 25 and First Revised Sheet No. 33 to its FPC 
Gas Tariff, Original Volume No. 1 and (2) a service agreement with East Ohio 
dated July 29, 1955, so as to provide for sale and delivery of natural gas in 
accordance with the Rate Schedule S-1. 

In its certificate application Panhandle requests temporary authorization to 
perform the service for which authorization is sought for the period from 
September 1, 1955, to December 1, 1955. In its letter dated July 29, 1955, trans- 
mitting the proposed revisions of its FPC Gas Tariff, Original Volume No. 1, and 
the service agreement with East Ohio, Panhandle requests a waiver of the require- 
ments of Section 154.22 of the Commission’s General Rules and Regulations so 
that the tariff revisions and executed service agreement may be accepted for 
filing prior to the issuance of a certificate of public convenience and necessity. 

As has hereinbefore been indicated Panhandle seeks authority to deliver to 
East Ohio 6,000,000 Mcf of natural gas during the period from September 1, 1955 
to December 1, 1955. The executed service agreement between Panhandle and 
East Ohio discloses that Panhandle Eastern proposes to deliver 1,200,000 Mcf 
during September, and 2,400,000 Mcf during October, 1955, leaving a volume of 
2,400,000 Mcf to be delivered during the month of November 1955. 

Panhandle’s FPC Gas Tariff, Original Volume No. 1 (as modified and amended 
by subsequent opinions and orders of the Commission) was prescribed by the 
Commission and operations have been conducted by Panhandle thereunder pur- 
suant to a condition attached to a certificate of public convenience and necessity 
issued to Panhandle on May 4, 1950, Docket Nos. G-1317, etc., 9 F. P. ©. 721, 741.2 

In our Opinion No. 274 and accompanying order issued July 28, 1954, Jn the 
Matters of Panhandle Eastern Pipe Line Company, et al., Docket Nos. G—2035, 
etc., we determined that Panhandle may not modify or amend its FPC Gas 
Tariff, Original Volume No. 1, prescribed as a condition attached to the certificate 
of public convenience and necessity issued in Docket No. G-1317 without modifi- 
cation of that certificate. We still hold to the determination made in Opinion 
No. 274 and the accompanying order issued July 28, 1954. 

Therefore, rather than treat the application filed by Panhandle on August 1, 
1955 (Docket No. G-9189) as an original application for a certificate of public 
convenience and necessity we will treat it as an application for modification and 
amendment of Punhandle’s FPC Gas Tariff, Original Volume No. 1, prescribed 
by Opinions No. 214 and No. 214-A, and as an application for the modification 
and amendment of the condition attached to the certificate of public convenience 
and necessity issued to Panhandle in Docket No. G-1317 on May 4, 1950. 

Treating the application filed August 1, 1955, as an application for modifica- 
tion and amendment as indicated in the preceding paragraph, it appears from 


1 The form of tariff was prescribed In the Matters of Panhandle Eastern Pipe Line 
Company, et al., Docket Nos. G-1116 etc., Opinion No. 214 and accompanying order, 10 
F. P. C. 185; as modified and amended by Opinion No. 214-A and accompanying order, 
10 F. P. C. 322; and as further modified and amended by Opinion No. 274 and accom- 
panying order issued July 28, 1954, In the Matters of Panhandle Eastern Pipe Line Com- 
pany, et al., Docket Nos. G-2035, etc. 
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such application that Panhandle may have sufficient gas available during the 
months September through November to enable it to deliver the 6,000,000 Mcf 
of gas to East Ohio and at the same time meet the requirements of its other 
customers including Michigan Gas Storage Company, during such interim period. 
It. appears further from the application that such excess gas as is available can 
be advantageously used for storage purposes and will better enable East Ohio 
to meet its peak day demands during the coming winter. 

In the application it is stated that: “Panhandle has discussed the future 
availability of sterage gas with its existing contractual customers which own 
gas storage facilities and they have no objection to the temporary sale of storage 
gas for which the authorization is sought herein. Accordingly, none of Pan- 
handle’s existing customers will be prejudiced by the proposed sale.” The sole 
protestant against the authorization sought by Panhandle is Michigan Consoli- 
dated Gas Company. 

However, the hearing on Panhandle’s application filed August 1, 1955, is now 
scheduled to commence on September 9, 1955, and no prejudice will result to 
Michigan Consolidated Gas Company by reason of the temporary authorization 
as hereinafter granted and conditioned. Such temporary authorization will be 
granted for the period pending hearing and determination of the application 
filed August 1, 1955. At such hearing the parties thereto will be afforded ample 
opportunity to make known their position and opposition. 

In the interim, pending the hearing and determination of Panhandle’s appli- 
cation, it would not be in the public interest to deny temporary authorization 
where the natural gas can be advantageously used to meet the requirements of 
ultimate consumers. 

Panhandle’s Rate Schedule S—1 pursuant to which it proposes to make deliv- 
eries to East Ohio is the subject, among others, of rate proceedings in Docket 
No. G-—2506. The rate specified therein is subject to refund pursuant to the 
Commission’s order issued January 28, 1955, and Panhandle’s undertaking filed 
with the Commission in Docket No. G-2506 requires Panhandle to make refunds 
of such portion of its proposed rate increases found to be unjustified in such 
proceeding. Panhandle proposes that rates and charges collected pursuant to 
Rate Schedule S-1 as proposed to be modified by the tendered Third Revised 
Sheet No. 25, to enable the rendition of storage service to East Ohio, shall be 
subject to the undertaking already furnished in the Docket No. G—2506 pro- 
ceeding. 

Wherefore, in view of the foregoing the Commission finds: 

(1) The public convenience and necessity require that the condition attached 
to the certificate of public convenience and necessity issued to Panhandle Eastern 
Pipe Line Company on May 4, 1950, In the Matters of Panhandle Eastern Pipe 
Line Company, et al., Docket No. G-1317, 9 F. P. C. 721, 741, Paragraph (N), and 
Rate Schedule S-1 of Panhandle’s FPC Gas Tariff, Original Volume No. 1, pre- 
scribed by the Commission’s Opinion No. 214 and accompanying order (10 F. P. C. 
185) as modified and amended by Opinion No. 214-A and accompanying order 
(10 F. P. C. 322) as further modified and amended by Opinion No. 274 and accom- 
panying order issued July 28, 1954, should be further temporarily modified and 
amended as hereinafter ordered and conditioned so as to authorize Panhandle 
Eastern Pipe Line Company to deliver to The East Ohio Gas Company natural 
gas pursuant to Rate Schedule S-1 of Panhandle’s FPC Gas Tariff, Original 
Volume No. 1 not in excess of 6,000,000 Mcf of natural gas during the period 
commencing September 1, 1955, and ending not later than November 30, 1955, 
or not later than the issuance by the Commission of an order disposing of the 
application filed herein by Panhandle on August 1, 1955, whichever date is 
earlier. 
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The Commission orders: 
(A) Rate Schedule S-1 of Panhandle’s FPC Gas Tariff, Original Volume 
No. 1; Paragraph (N) of the Commission’s order issued May 4, 1950, 9 FPC 721, 
741, In the Matters of Panhandle Eastern Pipe Line Company, et al., Docket No. 
G-1317; Paragraph (A) of the Commission’s order issued June 13, 1951, and 
Appendix A thereto, accompanying the Commission’s Opinion No, 214 (10 F. P. CG. 
185, 208-209, as modified and amended by order issued August 23, 1951, accom- 
panying Opinion No. 214-A (10 F. P. C. 322, 326) as further modified and 
amended by the Commission’s order issued July 28, 1954 to accompany Opinion 
No. 274, be further modified and amended to authorize Panhandle Eastern Pipe 
Line Company to sell and deliver to The East Ohio Gas Company natural gas 
pursuant to Rate Schedule S-1 of Panhandle’s FPC Gas Tariff, Original Volume 
No. 1, not in excess of 6,000,000 Mcf of natural gas during the period commencing 
September 1, 1955, and ending not later than November 3, 1955, or not later than 
the issuance by the Commission of an order disposing of the application filed 
herein by Panhandle on August 1, 1955, whichever date is earlier. ° 

(B) Third Revised Sheet No. 25 and First Revised Sheet No. 33 to Panhandle’s 
FPC Gas Tariff, Original Volume No. 1 and the Service Agreement dated July 29, 
1955, with The East Ohio Gas Company for service under Rate Schedule S-1 
are hereby permitted to become effective as of September 1, 1955 for a period 
extending not beyond November 30, 1955. Such revised tariff sheets and service 
agreement shall be subject to the rate proceedings in Docket No. G-—2506 and 
be subject to the refund provisions of the order issued January 28, 1955 and the 
Panhandle undertaking filed in such proceeding. 

(C) Unless otherwise ordered by the Commission, Substitute Second Revised 
Sheet No. 25 and Original Sheet No. 33 shall be reinstated as effective tariff 
sheets as of December 1, 1955. 

(D) This order is to be effective only pending determination of the applica- 
tion filed by Panhandle in Docket No. G—9189 and is without prejudice to such 
action as may be taken by the Commission in this proceeding, or in any other 
proceeding now pending or hereinafter instituted. 

(E) Nothing herein contained shall be construed as a permanent modification 
or revision of Rate Schedule S-1 of Panhandle Eastern Pipe Line Company’s 
FPC Gas Tariff, Original Volume No. 1. 





Findings and order issuing certijicate of public convenience and necessity 
and authorizing abandonment of facilities 


Lateral Gas Pipeline Co., Iowa Electric Light and Power Co. 
Docket Nos. G-8737, G-9022 


September 7, 1955 









Lateral Gas Pipeline Company (Lateral) on April 8, 1955, filed an application 
in Docket No. G-8737 for a certificate of public convenience and necessity pur- 
suant to Section 7 of the Natural Gas Act authorizing the construction and 
operation of 9 miles of 4-inch pipeline extending from a new point of connection 
on the main transmission pipeline of Natural Gas Pipeline Company of America 
(Natural) in Marion County, Iowa, to the City of Pella, Iowa, and a town border 
station at Pella, all subject to the jurisdiction of the Federal Power Commission, 
and as more fully described in the application filed herein. 
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Towa Electric Light and Power Company (Iowa Electric), parent company of 
Lateral, on June 9, 1955, filed an application in Docket No. G-9022 for permission 
and approval to abandon facilities pursuant to Section 7 of the Natural Gas Act, 
consisting of 10.4 miles of 4-inch pipeline extending between the cities of Knox- 
ville and Pella, Iowa; all subject to the jurisdiction of the Commission, and as 
more fully described in the application filed herein. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
August 24 and 25, 1955, respecting the matters involved in and the issues pre- 
sented by the applications in Docket Nos. G-8737 and G-9022. No petition to 
intervene or protest to the granting of the applications have been received. 

The evidence of record reflects that the facilities proposed to be constructed 
and operated by Lateral will replace facilities proposed to be abandoned by 
Iowa Electric. The facilities of Iowa Electric have deteriorated to the point 
where they are inadequate for the required service in Pella. The City of Knox- 
ville will continue to receive service from Natural through Iowa Electric at the 
existing’ connection but Pella will receive service from Natural from the new 
connection, and from the facilities of Lateral, which will transport the gas to 
Pella for the account of Iowa Electric. © 

The estimated cost of the facilities proposed by Lateral in Docket No. G-8737 
is $119,000, the cost of which will be financed by the sale of 24,000 shares of 
capital stock to its parent company, Iowa Electric. 

Temporary authority was issued to Lateral on July 1, 1955, to construct its 
proposed facilities. 

The Commission finds: 

(1) Lateral Gas Pipeline Company, an Iowa corporation, a wholly-owned sub- 
sidiary of Iowa Electric and Power Company, with a principal office in Cedar 
Rapids, Iowa, owns and operates among other facilities a natural gas transmission 
pipeline for the transportation of natural gas in interstate commerce for resale, 
and is therefore a “natural-gas company” within the meaning of the Natural Gas 
Act, and as heretofore found by the Commission in its order issued July 12, 1954, 
In the Matters of Lateral Gas Pipeline Company, Docket No. G-2318, and Iowa 
Electric Power Company, Docket No. G-2320. 

(2) Iowa Electric Light and Power Company, an Iowa corporation, with its 
principal place of business in Cedar Rapids, lowa, owns and operates among 
other facilities a natural gas transmission pipeline for the transportation of 
natural gas in interstate commerce, and is therefore a “natural-gas company” 
within the meaning of the Natural Gas Act. 

(3) The facilities hereinbefore described (9 miles of 4-inch pipeline) are 
proposed to be used in the transportation of natural gas in interstate commerce 
» for resale, subject to the jurisdiction of the Commission, and the construction 
and operation thereof by Lateral (Docket No. G-8737) are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(4) Lateral is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(5) The construction and operation of the proposed facilities by Lateral, as 
set forth in the application are required by the public convenience and necessity, 
and a certificate therefor should be issued as hereinafter ordered and conditioned. 

(6) The facilities proposed to be abandoned by Iowa Electric (10.4 miles of 
4-inch pipeline) in Docket No. G-9022 are used for the transportation in inter- 
state commerce of natural gas, and are subject to the requirements of Section 7 
(b) of the Natural Gas Act. 

(7) Public convenience and necessity permit the abandonment of facilities 
as proposed by Iowa Electric in Docket No. G-9022, 
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(8) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission's 
Rules of Practice and Procedure, was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Lateral to construct and operate facilities for the transporta- 
tion of natural gas, all as more fully described in its application in this pro- 
ceeding, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of Lateral, and the general terms and conditions set forth in para- 
graphs (1), (2), (8) (iii), (3) (iv), and (5) of Section 157.20 of the Com- 
mission’s Rules of Practice and Procedure shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) Permission and approval be and is hereby granted Iowa Electric to 
abandon the facilities described hereinabove. 

(D) The facilities hereby authorized shall be constructed and placed in actual 
operation by January 1, 1956. 

(E) The authorizations granted herein are without prejudice to the Com- 
mission’s authority to impose sanctions against Iowa Electric for operation of 
its line, proposed to be abandoned, without certificate authority issued by this 
Commission. 

Commissioner Draper not participating. 


Order authorizing issuance of securities 
Sierra Pacific Power Co. 
Docket No. E-6638 
September 7, 1955 


Sierra Pacific Power Company (Applicant) incorporated under the laws of the 
State of Maine, and qualified to do business as a foreign corporation in the States 
of California and Nevada, with its principal place of business in Reno, Nevada, 
filed an application on August 2, 1955 with amendments thereto on August 15 
and 26, 1955, for authorization, pursuant to Section 204 of the Federal Power 
Act to reclassify each of its 312,882 presently outstanding shares of common 
stock (par value $15 per share) into two shares with a par value of $7.50 per 
share, resulting in a total of 625,764 shares outstanding. 

According to the application the reclassification will be accomplished through 
an amendment of Applicant’s Certificate of Organization. On August 23, 1955, 
Applicant's stockholders approved the necessary amerdment. That amendment 
provides that the outstanding certificates representing Applicant’s $15 par value 
common stock, upon conversion, will remain outstanding and represent 312,882 
shares of the proposed new $7.50 par value issue. To evidence ownership of the 
remaining 312,882 shares of this new common stock the amendment provides for 
the receipt by each stockholder of the Applicant of an additional certificate or 
certificates representing a number of shares equal to the number of shares repre- 
sented by the existing certificates held. Each of the resulting 625,764 shares of 
common stock will be entitled to one vote per share. 
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To maintain the existing voting parity between the holders of 35,000 outstand- 
ing shares of Applicant’s 6% preferred stock (par value $100 per share)! who 
are presently entitled to two votes per share and the holders of Applicant’s 
presently outstanding $15 par value common stock who are entitled to one vote 
per share, the aforementioned amendment provides that upon the taking effect 
of the reclassification of Applicant’s common stock’ each share of Applicant’s 
preferred stock will be entitled to four votes per share. Those certificates cur- 
rently evidencing the 35,000 outstanding shares of Applicant’s 6% preferred stock 
will not be exchanged but will remain outstanding to represent the modified 
preferred stock. No other change will be effected in the 35,000 outstanding 
shares of Applicant’s 6% preferred stock. 

Thus, upon consummation of the proposed reclassification the Applicant will 
have a total of 625,764 issued and outstanding shares of common stock (par 
value $7.50 per share) carrying one vote per share and 35,000 issued and out- 
standing shares of 6% preferred stock (par value $100 per share) carrying four 
votes per share. 

Applicant states that the proposed reclassification of its common stock will 
establish a price therefor at a market level that will more readily attract new 
investors. 

Written notice of the application has been given to the Public Utilities Com- 
mission of California and to the Public Service Commission of Nevada and to 
the Governor of each of those States. Notice of the application has also been 
given by publication in the Federal Register on August 16, 1955 (20 F. R. 5958), 
stating that any person desiring to be heard or to make any protest with refer- 
ence to the application should file a petition or protest with the Federal Power 
Commission, Washington 25, D. C., before August 31, 1955. No protest or petition 
or request to be heard in opposition to the granting of the application has been 
received. 

The California Public Utilities Commission by order dated August 17, 1955, 
authorized the Applicant to reclassify each of the 312,882 shares of its outstand- 
ing common stock (par value $15 per share) into 625,764 shares (par value $7.50 
per share) in the manner as described above. 

The Commission finds: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of Maine. It owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy which is transmitted between 
the States of California and Nevada and consumed at points outside of the State 
in which it % generated, all of which facilities are in addition to and do not 
include facilities used for the generation of electric energy, facilities used in 
local distribution or only for the transmission of electric energy in intrastate 
commerce, or facilities for the transmission of electric energy consumed wholly 
by the transmitter, and Applicant is, therefore, a public utility within the mean- 
ing of that term as used in Section 204 of the Federal Power Act. 

(2) Applicant’s issuance of 625,764 shares of common stock with a par value 
of $7.50 per share resulting from the aforedescribed reclassification will consti- 
tute an issuance of securities within the purview of Section 204 of the Federal 
Power Act. 

(3) The modification of the voting rights of the 35,000 outstanding shares of 
Applicant’s 6% preferred stock, all as described above, will constitute an issuance 
of securities within the purview of Section 204 of the Federal Power Act. 

(4) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the mean- 


1 These shares represent Applicant’s only series of preferred stock. 
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ing of Section 204 (f) of the Federal Power Act, and the proposed issuances of 
securities are, therefore, not exempt by virtue of that Section from the require- 
ments of Section 204 of the Act. 

(5) The proposed issuances of securities as hereinafter authorized will be 
for a lawful object, within the corporate purposes of the Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by the Applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

The Commission orders: 

(A) The proposed issuances of securities, as described above, upon the terms 
and conditions and for the purposes specified in the application, be and the same 
hereby are authorized subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated within 90 days from the issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimates or determinations of costs, or any matter whatsoever which 
may come before this Commission, or any other regulatory body, and nothing 
in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 


Order authorizing transmission of electric energy to Mezvico 
and superseding previous authorization 


California Electric Power Co. 
Docket No. E-6351 
September 18, 1955 


The California Electric Power Company (Applicant), incorporated under the 
laws of the State of Delaware, qualified to do business as a foreign corporation 
in the States of Arizona, California and Nevada, with its principal place of 
business in Riverside, California, filed an application on July 18, 1955, under 
Section 202 (e) of the Federal Power Act, seeking authority to export from the 
United States to Industrial Electric Mexicana, S. A. de C. V., a wholly owned 
subsidiary in Mexico during the years 1954, 1955, and 1956, the progressively 
increasing amounts of electric energy at the respective maximum rates of trans- 
mission as follows: 


In or near Calexico,| Near Andrade, | Near Gadsden, 
Calif. Calif. Ariz. 


M Kwh Kw M Kwh Kw |MKwh Kw 

< 21, 100 6, 266 2, 160 9, 370 2, 520 

Bat 5, 27,000 | 10,000 4,000 | 13,000 4, 000 

, 30, 000 | 30,000 , 13, 000 4, 000 


The application specifically requests that the authorization heretofore granted 
by the Commission’s order issued April 8, 1954, in the above docket be entirely 
superseded by the authorization presently sought. By that order the Applicant 
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was authorized to transmit to its Mexican subsidiary, during the years 1954, 
1955, 1956, 1957, and 1958, the progressively increasing amounts of electric 
energy at the respective maximum rates of transmission all as follows: 


Calexico, Calif. Andrade, Calif. | Gadsden, Ariz. 


Ku |MKuvh Ku |MKuvh Ke 
19, 200 8, 400 2,850 | 9,000 3. 
21, 700 ; 4,000} 9.600 3, 

5, 150 | 10. 200 3, 

5,750 | 10. 600 3, 

5, 800 | 10,900 3, 


That authorization was specifically conditioned upon the Applicant’s trans- 
mitting the amounts of energy covered by the Commission’s order over con- 
structed transmission facilities specified in the Presidential Permit signed by 
the President of the United States on November 5, 1949, and accepted by the 
Applicant on December 15, 1949 (Docket No. E-6223). 

By the subject application the Applicant seeks a modification of that condi- 
tion which would allow deliveries of energy over the transmission facilities 
specified in the aforementioned Presidential Permit or over proposed additional 
facilities which Applicant expects to construct in the vicinity of Andrade, Cali- 
fornia. However, no application has been filed for authorization, pursuant to 
Executive order No. 10485, to construct and use such facilities. 

The application indicates that, as in the past, the Imperial Irrigation District 
(Imperial) will continue to be the sole source of the electric energy transmitted 
over the facilities at or near Calexico and Andrade, California, and the Colorado 
River System—-Lower Basin—of the Bureau of Reclamation, Department of the 
Interior, will continue to be the sole source of the electric energy transmitted 
over the facilities near Gadsden, Arizona. 

Written notice of the application has been given to the Corporation Commission 
of Arizona, the Public Utilities Commission of California and to the Public Service 
Commission of Nevada and to the Governor of each of those States. Notice of 
the filing of the application has also been given by publication in the Federal 
Register on August 23, 1955 (20 FR 6148), stating that any person desiring to 
be heard or to file any protest with reference to the application should, on or 
before the 30th day of August 1955, file with the Federal Power Commission, 
Washington 25, D. C., a petition or protest in accordance with the Commission’s 
General Rules and Regulations. No protest or petition or request to be heard 
in opposition to the granting of the application has been received. 

The Commission finds: 

(1) Insofar as the subject application seeks authorization to export electric 
energy during the year 1954 which is different from the authority heretofore 
granted to the Applicant by the Commission’s order issued April 8, 1954, in the 
above docket, to export electric energy during the year 1954, it must be denied 
as hereinafter provided as the authority of the Commission under Section 202 (e) 
of the Federal Power Act to permit the exportation of electric energy from the 
United States to a foreign country is prospective only. 

(2) The transmission by the Applicant of electric energy from the United 
States to Mexico during the years 1955 and 1956, in the amounts, and at the 
respective maximum rates of transmission, as set forth above, as that transmis- 
sion is limited herein and as hereinafter authorized will not impair the sufficiency 
of electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction 
of the Commission. 
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(3) It is appropriate in carrying out the purposes of Section 202 (e) of the 
Federal Power Act to condition the authorization hereinafter granted upon the 
Applicant’s transmitting the amounts of energy set forth in Paragraph (OC) 
below over the constructed transmission facilities specified in the Presidential 
Permit referred to in that paragraph. 

(4) Applicant’s request that it be authorized to transmit over facilities pro- 
posed to be constructed at Andrade, California, the amounts of energy which 
it seeks to export from that general vicinity during the years 1955 and 1956, 
prior to the granting of authorization for the construction, operation, mainte- 
nance and connection of such facilities at the international border, pursuant to 
Executive Order No. 10485, dated September 3, 1953, must be denied as herein- 
after provided in Paragraph (B), below. 

The Commission orders: 

(A) The Applicant’s request that it be authorized to transmit electric energy 
from the United States to Mexico at Calexico, California, Andrade, California, 
and Gadsden, Arizona, during the year 1954, in the amounts, and at the respec- 
tive transmission rates, all as set forth in the subject application, and described 
above, be and the same hereby is denied. 

(B) Applicant’s request that it be authorized to transmit energy over facilities 
proposed to be constructed at Andrade, California, prior to the granting of 
authorization, pursuant to Executive order No. 10485, for the construction, oper- 
ation, maintenance and connection of such facilities at the international border, 
as described above, be and the same hereby is denied. 

(C) Applicant be and it hereby is authorized to transmit electric energy from 
the United States to Mexico during the years 1955 and 1956 at Calexico and 
Andrade, California, and Gadsden, Arizona, in the respective maximum amounts 
and at the respective maximum rates of transmission all as follows: 


Calexico, Calif. Andrade, Calif. | Gadsden, Ariz. 


M Kwh Kw | M Kwh Kw |MKwh Kw 
115, 000 27,000 10, 000 4,000 | 13,000 4,000 
130, 000 30,000 | 30,000 10,000 | 13,000 4, 000 


The amounts of energy which Applicant is hereby authorized to transmit from 
the United States to Mexico shall be transmitted over the facilities specified in 
the Presidential Permit signed by the President of the United States on Novem- 
ber 5, 1949, and referred to above. 

(D) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential Permit signed by the President of the United States, referred to in 
Paragraph (C) above. 

(E) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 

(F) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted; shall make, keep and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish reports annually, on or before February 15, showing the kilowatt-hours 
delivered through each of the points herein authorized, the maximum Kw of 
such transmission, and the consideration therefor during each month of the 
preceding year. 
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(G) This authorization to transmit electric energy from the United States to 
Mexico shall not be transferable or assignable but in the event of the involuntary 
transfer of the facilities used for such transmission by operation of law (in- 
cluding such transfers to receivers, trustees, or purchasers under foreclosure 
or judicial sale) said authorization shall continue in effect temporarily for a 
reasonable time thereafter, pending the making of an application for permanent 
authorization and decision thereon, providing notice is promptly given in writing 
to the Commission, accompanied by the statement that the physical facts relating 
to the sufficiency of supply, rates and nature of use remain substantially the 
same as before the transfer. 

(H) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over Applicant. 

(I) This authorization shall be without prejudice to the authority of this 
Commission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or any other regulatory 
body, and nothing herein shall be constriied as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(J) Nothing in this order shall be deemed to constitute authorization or 
approval of any transmission of energy by means of the facilities (for which a 
Presidential Permit has heretofore been issued) by which the exportations herein 
authorized are accomplished or otherwise, by any one other than the party desig- 
nated in a duly issued Permit. 

(K) This order shall supersede the order, referred to above, issued in the 
above docket April 8, 1954. 

Commissioners Connole and Stueck not participating. 


Findings and order issuing certificate of public convenience and necessity 
Tennessee Gas Transmission Co., Algonquin Gas Transmission Co. 
Docket Nos. G-8661, G-9009 


September 13, 1955 





Tennessee Gas Transmission Company (Tennessee) filed on June 20, 1955, a 
petition for modification of the Commission’s order issued May 31, 1955, 14 
F. P. C. 768, in Docket No. G—8661, to authorize Tennessee to render natural 
service, as hereinafter described, subject to the jurisdiction of the Commission. 
Tennessee proposes to deliver to Algonquin Gas Transmission Company at an 
interconnection of their facilities near Ramsey, New Jersey, a maximum of 
10,200 Mcf of natural gas per day for the account of its customer, Consolidated 
Edison Company of New York, Inc. The sale of a maximum of 25,500 Mcf per 
day by Tennessee to Consolidated has been previously authorized by the Com- 
mission in its Opinion No. 278 and accompanying order issued December 28, 
1954, In the Matters of Tennessee Gas Transmission Company, et al., Docket 
No. G-2331. The difference between 25,500 Mcf and 10,200 Mcf per day will be 
delivered by Tennessee directly to Consolidated near White Plains, New York. 

Algonquin Gas Transmission Company (Algonquin) filed, on June 7, 1955, 
as supplemented on July 29, 1955, an application in Docket No. G—9009 for a 
certificate of public convenience and necessity, pursuant to Section 7 of the 
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Natural Gas Act, authorizing Algonquin to transport the gas received from 
Tennessee at Ramsey, New Jersey, for the account of Consolidated. Algonquin 
proposes to deliver equivalent quantities of gas to Consolidated at any of three 
points of connection of its facilities with those of Consolidated in New York, 
at Peekskill (Delivery Point 1)! at or near the boundary separating the Towns 
of Cortland and Yorktown (Delivery Point 2) and Gomer Street in Yorktown 
(Delivery Point 3). 

Algonquin proposes herein to construct and operate the taps at Delivery 
Points 2 and 3. Consolidated will construct the metering and regulating sta- 
tions at the two points and lease each station to Algonquin for $1.00 per year. 
Algonquin will operate both stations. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
August 30, 1955, respecting the matters involved in and the issues presented 
by the petition for modification and the application. No protest to the granting 
of the petition for modification or the application has been received. Staff 
counsel moved orally at the hearing that the intermediate decision procedure 
be omitted and the Commission render a decision herein pursuant to Section 1.30 
(c) (1) of the Commission’s Rules of Practice.and Procedure. 

The Commission finds: 

(1) Tennessee, petitioner in Docket No. G—8661, is a “natural-gas company” 
within the meaning of the natural gas Act as heretofore found by the Com- 
mission in its order issued August 1, 1947, in Docket No. G—808. 

(2) The delivery and sale of natural gas by Tennessee as hereinbefore de- 
scribed together with the operation of facilities heretofore authorized constitute 
the transportation and sale of natural gas for resale in interstate commerce, 
subject to the jurisdiction of the Commission. Such operations by Tennessee are 
subject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Tennessee is able and willing properly to do the acts and to perform 
the service proposed by it, and to conform to the provisions of the Natural Gas 
Act, and the requirements, rules, and regulations of the Commission thereunder. 

(4) The natural gas service proposed by Tennessee as hereinbefore described 
is required by the public convenience and necessity and the certificate authority 
granted to Tennessee by paragraph (D) of the Commission’s order issued 
May 31, 1955, in Docket No. G—8661 should be modified as hereinafter ordered 
and conditioned. 

(5) Algonquin, Applicant in Docket No. G-9009, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its Opinion No. 206 and accompanying order issued February 27, 1951 
in Docket No. G--1319, 10 F. P. C. 35. 

(6) The facilities to be constructed and operated by Algonquin as heretofore 
described, together with existing facilities heretofore authorized, are proposed 
to be used for the transportation and sale of natural gas for resale in interstate 
commerce, subject to the jurisdiction of the Commission as an integral part of 
Algonquin’s pipeline system. The construction and operation of the facilities 
by Algonquin are subject to the requirements of subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(7) Algonquin is able and willing to do the act and to perform the service 
proposed by it, and to conform the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 


1 This connection was authorized in Docket Nos. G-2338 and G-2476 to be used for 
emergency and interruptible sales by Algonquin to Consolidated. 
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(8} The facilities proposed to be constructed and operated by Algonquin as 
hereinbefore described are required by the public convenience and necessity, and 
a certificate therefor should be issued as hereinafter ordered and conditioned. 

(9) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, not 
having been denied by the Commission is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 

The Commission orders: 

(A) The Commission’s Order issued May 31, 1955 in Docket No. G-8661 is 
hereby modified to permit Tennessee to deliver to Algonquin at Ramsey, New 
Jersey, for the account of Consolidated, a maximum of 10,200 Mcf of natural 
gas per day (at 14.73 psia). Other terms of said order issued May 31, 1955 in 
Docket No. G-8661 shall remain in full force and effect. 

(B) Tennessee shall not sell and deliver to Consolidated in any one day at 
all delivery points, including the Ramsey interconnection with Algonquin, a 
total volume aggregating more than 25,500 Mcf (at 14.73 psia) as heretofore 
authorized in Docket No. G-2331. 

(C) The modification to Tennessee's certificate issued in Docket No. G-8661 
granted by paragraph (A) herein shall be accepted in writing and under oath, 
by a responsible official of Tennessee within 30 days from the date this order 
issues. 

(D) A certificate of public convenience and necessity is hereby issued, upon 
the terms and conditions of this order, authorizing the transportation service 
by Algonquin, together with the construction and operation of the proposed 
facilities, subject to the jurisdiction of the Commission, used in the transporta- 
tion of natural gas in interstate commerce, as hereinbefore described. 

(E) The certificate authorized in paragraph (C) herein shall be accepted in 
writing, and under oath, by a responsible official of Algonquin, and the general 
terms and conditions set forth in paragraphs (1), (2), (3) (i), (8) (ili), 
(3) (iv), and (5) of Section 157.20 of the Commission’s Rules of Practice and 
Procedure shall attach to the issuance of the certificate granted in paragraph 
(C) hereof, and to the exercise of the rights granted thereunder. The time 
within which the facilities hereby authorized shall be constructed and placed 
in actual operation is fixed at 6 months from the date on which this order issues. 

Commissioners Connole and Stueck not participating. 


Order denying petition for ancillary determination and relief 
South Carolina Generating Co. 
Docket No. E-6585 


September 13, 1955 


On August 15, 1955, the Georgia Public Service Commission, intervenor in the 
above proceeding, filed its Petition for Ancillary Determination and Relief re- 
questing principally that the Presiding Examiner, Emery J. Woodall, be dis- 
qualified to continue to serve as a presiding examiner or to render a report or 
initial decision in this proceeding. Responses to the Georgia Commission’s peti- 
tion were filed by the staff of this Commission on August 17, 1955, and by South 
Carolina Generating Company on August 22, 1955. 

Upon examination of the above filings and consideration of the record we 
do not find that as contended by the Georgia Commission the Presiding Examiner 
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has shown such a personal bias or taken such action as to prevent him from 
passing upon the issues in this case in a fair and impartial manner. The Georgia 
Commission appears to place its principal reliance on the Examiner’s rejection 
of the testimony of its expert witness, Mr. N. Knowles Davis. By our order 
issued August 23, 1955, we reversed the ruling of the Examiner on this point, 
ordered the record reopened, and such testimony incorporated: While we held 
the exclusion of the testimony to be error, an erroneous ruling in itself is not 
necessarily grounds for disqualifying an examiner. Furthermore, although the 
Georgia Commission cites other statements and rulings by the Examiner in an 
attempt to show his prejudicial attitude, in its petition it does not cite any 
instances where it contends that the Examiner improperly cut off cross-ex- 
amination. 

The Commission finds: 

(1) The Presiding Examiner, Emery J: Woodall, in the conduct of the hearing 
in the above-entitled proceeding does not appear to have shown such a fixed 
predisposition or a personal bias in favor of the Respondent, South Carolina 
Generating Company, as to prevent him from passing upon the issues in a fair 
and impartial manner. 

(2) It is necessary or appropriate to carry out the provisions of the Federal 
Power Act to deny the Georgia Commission’s Petition for Ancillary Determina- 
tion and Relief. 

The Commission orders: 

The Petition of the Georgia Commission for Ancillary Determination and 
Relief be and it is hereby denied. 

Commissioners Connole and Stueck not participating. 


Order denying motion for partial stay of order 
Northern Natural Gas Co. 
Docket Nos. G-2217, G—-2505 
September 14, 1955 


The Commission, on May 20, 1955, issued in the proceedings at Docket No. 
G-2217 its Opinion No. 281 and accompanying order, 14 F. P. C. 11, prescribing 
rate zones for the system of Northern Natural Gas Company and requiring the 
filing by Northern of schedules of rates and charges providing rate differentials 
for such zones. Thereafter, Northern and certain interveners filed applications 
for rehearing upon said opinion and order. In their application the interveners 
also asked that the order be stayed. Each of the applications for rehearing, 
as well as the request for stay of the order, were denied by order of the Com- 
mission issued July 12, 1955. 

Pursuant to the order accompanying Opinion No. 281, as modified and amended, 
Northern, on July 5, 1955, filed its FPC Gas Tariff, First Revised Volume No. 1 
(superseding Original Volume No. 1), which provides the tariff revisions required 
by said order. By order issued August 2, 1955, the schedules of rates and 
charges set forth in Northern’s FPC Gas Tariff, First Revised Volume No. 1, 
as contemplated and provided in the aforesaid Opinion No. 281 and accompany- 
ing order, as amended, were substituted as of June 27, 1955, for Northern’s 
FPC Gas Tariff, Original Volume No. 1, as modified by First Revised Sheets, 
5, 6, and 9, which became effective as of December 27, 1954, subject to such 
refunds as may be hereafter ordered by the Commission in the proceedings at 
Docket No. G—2505. 
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On August 19, 1955, certain of the interveners in the proceedings before the 
Commission filed in the United States Court of Appeals for the Eighth Circuit a 
joint petition for review of said Opinion No. 281 and the accompanying order, 
as amended. Northern, on September 9, 1955, also filed in the same court a 
similar petition for review of the opinion and order. The transcript of the 
record upon which the order complained of was entered by the Commission 
has not yet been certified and filed with the court, nor has the time allowed for 
so doing yet run. 

Northern, on August 16, 1955, filed with the Commission a Motion for Partial 
Stay of Order requesting that the Commission, “pending final conclusion of 
judicial review of Opinion No. 281 and Order issued May 20, 1955, as amended, 
forthwith stay said Opinion and Order in respect to its application to prescribed 
Zones 1 and 2 [but not Zone 3], and permit to become effective, subject to an 
appropriate undertaking to refund, the previously effective level of uniform 
rate.” Northern also filed a memorandum in support of the motion. 

On August 25, 1955, Council Bluffs Gas Company, Central Electric & Gas 
Company, Metropolitan Utilities District pf Omaha, and Iowa Power and Light 
Company, each of which was an intervener in the proceedings before the Com- 
mission, acting jointly, filed their objections to Northern's motion. 

In its motion Northern states, among other things: 

That Opinion No. 281 and Order required Northern to file and effectuate 
on June 27, 1955, rates in prescribed Zones 1 and.2 that produce less reve- 
nues than Northern’s previously effective uniform rate and rates in pre- 
scribed Zone 3 that produce more revenues than said uniform rate. If a 
court after judicial review determines that said Opinion and Order is 
invalid, then Northern, from June 27, 1955, until the final conclusion of 
judicial review, will collect from jurisdictional sales in prescribed Zones 1 
and 2 approximately $1,225,000 annually less than the revenues produced 
by the previously effective uniform rate. While an approximately equal 
amount would be collected from jurisdictional sales in prescribed Zone 3 
in excess of the revenues produced by the previously effective uniform 
rate, there is serious doubt whether Northern under such circumstances, 
would be able to off-set deficiencies in revenues collected from customers 
in prescribed Zones 1 and 2 against revenues collected from customers in 
prescribed Zone 3, in excess of the revenues produced by the previously 
effective uniform rate. Nor is Northern aware of any means readily avail- 
able to it for retroactively collecting any deficiencies in revenues from 
customers in Zones 1 and 2, which deficiencies will occur as aforesaid, if 
said Opinion No. 281 and Order is determined by a court on review to be 
invalid. In the event of said Opinion No. 281 and Order being determined 
by a court on review to be invalid Northern will suffer irreparable damage, 
injury and loss while the customers in prescribed Zones 1 and 2. would be 
unjustly enriched at the sole expense of Northern. 

Further, Northern states: 

That the only means presently available to Northern by which it can 
be protected from irreparable damage, injury and loss and the only means 
by which Northern can be afforded the opportunity of recovering its reason- 
able cost of service—as guaranteed by the Constitution and as contemplated 
by the statement of settlement in Docket Nos. G-2217 aforesaid—is for the 
Commission, pending final conclusion of judicial review, to forthwith stay 
Opinion No. 281 and Order in respect to its application to prescribed Zones 
i and 2, * * *, [Emphasis included.] 

Northern states its willingness to make appropriate refunds to the Zones 1 
and 2 customers if the Commission’s Opinion No. 281 and accompanying order, 
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as amended, are held to be valid, or to the Zone 3 customers if they are held 
to be invalid. 

Northern alleges and states that the Commission has full authority to grant 
the relief requested, citing provisions of both the Natural Gas Act and the 
Administrative Procedure Act. 

Council Bluffs Gas Company, and others joined therewith, contend in their 
“Objection” that the motion of Northern presents no new facts or principles 
of law not heretofore considered by the Commission; and that, if the motion 
was granted, each of them, being in Zone 2, “would be called upon to pay rates 
and charges which the Commission by its Opinion and accompanying Order 
No. 281 found to be ‘unduly discriminatory and preferential, and, therefore, 
unlawful.’” Furthermore, they state, the final action permitted the Commission 
was its order of July 12, 1955, denying the petitions for rehearing, and the 
Commission is without jurisdiction to grant the relief prayed in the motion; 
that the Opinion No. 281 and order are final unless and until modified by a 
court of competent jurisdiction; that Northern is in effect asking the Commis- 
sion to permit it to increase the zone rates which became effective on June 27, 
1955; that such increase “is prohibited by the provisions of Section 5 (a) of the 
Natural Gas Act”; and that to grant the motion would be to permit Northern 
to collect revenues in excess of its claimed cost of service. 

As heretofore noted, Northern’s revised tariff providing service zones and 
schedules of rates and charges providing zone rate differentials has been in 
effect since June 27, 1955, as contemplated by Opinion No. 281 and the accom- 
panying order, as amended. Northern, by its motion, seeks to re-establish so 
far as sales in Zones 1 and 2 are involved the rates and charges which were 
effective immediately prior to June 27, 1955. If Northern’s motion were granted, 
the differential in rates between zones which the Commission found to be neces- 
sary to eliminate unlawful discrimination and preference would be completely 
eliminated between Zone 1 and Zone 2 and substantially eliminated between 
Zone 2 and Zone 3. Thus, there would be restored a rate structure so substan- 
tially uniform in application to all jurisdictional sales by Northern as to result 
in undue discrimination and preference among Northern’s customers. Obvi- 
ously, to permit such a situation to obtain, even for the requested temporary 
period pending judicial review of the Opinion No. 281 and accompanying order, 
as amended, the Commission would be required to act in contradiction of the 
findings and conclusions of fact and law expressed in said opinion and order. 
Therefore, it follows that favorable action on Northern’s motion could be taken 
only if the Commission were to reverse its findings and conclusions as set forth 
in said opinion and order. 

The time for staying the effectiveness of the order has passed. The Commis- 
sion is without authority to stay or suspend the operation of an order which, 
as here, has already become fully effective and operative. For these reasons 
we find it would be contrary to proper administration of the Natural Gas Act 
and the public interest to grant the motion of Northern. 

For the same reasons we find that the proposed First Revised Sheets Nos. 4 
and 9 to Northern’s FPC Gas Tariff, First Revised Volume No. 1, which were 
attached to said motion and intended to effectuate the purpose thereof, if North- 
ern’s motion were granted or if such sheets were tendered by Northern as a 
rate filing, should be rejected. 

The Commission finds: 

Good cause has not been shown for granting the aforesaid motion of Northern. 

The Commission orders: 

(A) The aforesaid motion of Northern, as filed on August 16, 1955, be and the 
same is hereby denied. 
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(B) The aforesaid proposed First Revised Sheets Nos, 4 and,9 to Northern’s 
FPC Gas Tariff, First Revised Volume No. 1, if tendered by Northern as a rate 
filing, be and they are each hereby rejected. 

Commissioner Stueck not participating. 


Order modifying order approving revised exhibit and adjusting annual charges 
Alabama Power Co. 
Project No. 82 
September 14, 1955 


The Commission by order adopted June 22, 1955, and issued June 28, 1955, 
14 F. P. C. 825, approved a revised exhibit and adjusted the annual charges 
to be paid under the license for major Project No. 82 by Alabama Power Com- 
pany, licensee for the project. ‘ 

The order stated, among other things, that the effect of the approval of the 
revised exhibit would be to change the area of private lands occupied by the 
project to 9,098.72 acres and change the area of lands of the United States 
occupied to 127.33 acres, exclusive of 0.501 mile of 100-foot transmission-line 
right-of-way. 

By letter filed July 25, 1955, the licensee requested a review of the lands 
occupied by the project. Upon further consideration of the matter by the Com- 
mission staff and the licensee it has been determined that the area of private 
lands occupied by the project is 8,705.52 acres and the area of lands of the 
United States occupied is 127.33 acres, exclusive of 0.501 mile of 100-foot trans- 
mission-line right-of-way. 

The Commission finds: 

It is appropriate to modify said order by substituting 8,705.52 for 9,098.72 as 
the acreage of private lands occupied by the project. 

The Commission orders: 

(A) The ‘said order is modified by substituting 8,705.52 for 9,098.72 in the 
third line of the third paragraph thereof. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order, as modified. In acknowledgment of the acceptance 
of this order, as modified, it shall be signed for the licensee and returned to 
the Commission within 60 days from the date of issuance of this order. 

Commissioners Connole and Stueck not participating. 


Order approving revised exhibits 
Pennsylvania Power & Light Co. 
Project No, 1881 
September 14, 1955 


Pennsylvania Power & Light Company, licensee for major Project No. 1881, 
filed with the Commission on July 5, 1955 revised exhibits showing certain 
project changes which, from an engineering point of view are minor in charac- 
ter and constitute no more than replacing obsolete or outmoded equipment, 
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such as the conversion of Nos. 1, 2; and 3 generators from 25 to 60-cycle 
operation. 

The revised exhibits, which supersede other exhibits now part of the license, 
are designated and described as follows: 

Erhibit L5A-1: Drawing No. A-131453 (FPC No. 1881-45) Powerhouse— 
Typical Cross-Section No. 3 Unit; 

Ecvhibit L5B-1: Drawing No. A-181454 (FPC No. 1881-46) Powerhouse— 
Typical Cross-Section No. 8 Unit; 

Eehibit L5C-1: Drawing No. A-131455 (FPC No. 1881-47) Powerhouse— 
Typical Cross-Section No. 10 Unit; 

Erhibit L6-1: Drawing No. A-131451 (FPC No. 1881-48) Powerhouse— 
Exterior Elevations—Downstream and Shore End Walls; 

Behibit L7-1: Drawing No. A-131456 (FPC No. 1881-49) Powerhouse— 
Sectional Plans and Elevations; 

Exhibit M-2: A Statement in sixteen sheets entitled “General Description of 
Mechanical and Electrical Equipment and Appurtenances” filed July 5, 1955; 

Evhibit M-2A-2: Drawing No. A-131841 (FPC No. 1881-50) Electrical 
Equipment—One Line Diagram of 60-cycle Equipment; and 

Exhibit M-2B-2: Drawing No. A-3281 (FPC No. 1881-51) Electrical Equip- 
ment—One Line Diagram of 25-cycle Equipment. 

The Commission finds: 

(1) The exhibits above-described conform to the Commission’s rules. and 
regulations and should be approved and made a part of the license for major 
Project No. 1881, and the following-described exhibits which have been super- 
seded should be eliminated from the license: 

Exhibit L5A (FPC No. 1881-30) ; 

Exhibit L5B (FPC No. 1881-31) ; 

Exhibit L5C (FPC No. 1881-32) ; 

Exhibit L6 (FPC No. 1881-33) ; 

Exhibit L7 (FPG No. 1881-34) ; 

Exhibit M-1 filed December 1, 1950; 

Exhibit M-2A-1 (FPC No. 1881-43); and 

Exhibit M-2B-1 (FPC No. 1881-44). 

The Commission orders: 

(A) The exhibits described above as conforming to the Commission’s rules 
and regulations are approved as part of the license for major Project No. 1881 
and the superseded exhibits are excluded from the license. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) 
of the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 

Commissioners Connole and Stueck not participating. 


Order amending order issuing certificate of public convenience and necessity 
Arkansas Louisiana Gas Co. 
Docket No. G—2307 
September 15, 1955 


Arkansas Louisiana Gas Company (Arkansas Louisiana) filed on July 15, 
1955, a request to amend its certificate of public convenience and necessity issued 
July 16, 1954, in the above-entitled proceeding. 


468917—59—64 
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Arkansas Louisiana seeks authorization to construct and operate 10.2 miles 
of 12%-inch pipe in lieu of 10.2 miles of 16-inch pipe presently authorized by 
its certificate of public convenience and necessity. The line is to extend from 
the “Carthage Corporation’s Gasoline Plant” to the “Arkansas Fuel Oil Corpo- 
ration’s Panola Gasoline Plant” in Panola County, Texas. 

Arkansas Louisiana states that its original 16-inch line was designed for high 
pressure delivery of gas during peak periods of cold weather into its “S” system, 
as a supplement to other sources of gas, namely the Willow Spring, Hallsville, 
and Beckville producing areas. Since the original application, larger amounts 
of gas from the above-mentioned producing areas have become available to it 
under existing and amended purchasing contracts. 

For the above reasons, the anticipated amount of gas required from the 
Carthage Corporation’s and Arkansas Fuel Oil Corporation’s gasoline plants 
has been reduced; and Arkansas Louisiana states a 12%4-inch pipeline will 
transport the gas volumes reasonably anticipated. 

The originally proposed 16-inch line was designated to transmit 87,500 Mcf 
per day, and its estimated cost of construction was $444,009. The 12%-inch 
pipeline is designed to transmit 53,000 Mcf a day, and would cost approximately 
$318,888, a difference of 34,500 Mcf a day, and a savings of $125,121. 

The Commission finds: 

It is in the public interest, and it is necessary and appropriate, to carry out 
the provisions of the Natural Gas Act, to amend the certificate of public con- 
venience and necessity issued July 16, 1954, as hereinafter ordered. 

The Commission orders: 

(A) The certificate of public convenience and necessity issued July 16, 1954, 
at Docket No. G—2307, be and the same is hereby amended authorizing the con- 
struction and operation of the facilities hereinbefore described in lieu of those 
previously authorized. 

(B) In all other respects the conditions and authorizations set forth therein 
and the exercise of the rights granted by order issued July 16, 1954, shall remain 
in full force and effect. 

Commissioner Stueck not participating. 


Order amending order issuing certificate 
Atlantic Seaboard Corp. 
Docket No. G-6500 
September 15, 1955 


Atlantic Seaboard Corporation (Petitioner), a Delaware corporation with its 
principal place of business at Charleston, West Virginia, filed a petition on July 
20, 1955, pursuant to the Commission’s General Rules and Regulations, for an 
amendment of the Commission’s order issued April 29, 1955, 14 F. P. C. 692, in 
the above-entitled proceeding, issuing a certificate of public convenience and 
necessity. 

Petitioner requests permission to substitute the construction and operation 
of 79.0 miles of 26-inch loop gas transmission lines for the authorized 83.9 miles 
of 26-inch loop lines on its Cobb-Baltimore system. + 

Atlantic Seaboard states that the original proposal was designed to meet 
increased demands as reflected by its market estimates presented in the Colum- 
bia Gas System “Blue Book” for 1954. Revised requirements, taken from thé 
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more recent edition of the “Blue Book” (Columbia Gas System Blue Book for 
1955), shows a reduced estimate of demand on Atlantic Seaboard for the 1955-56 
peak day from 639,400 Mcf (1954 Blue Book) to 623,000 Mcf (1955 Blue Book) 
or a reduction of 16,400 Mcf. In addition, Applicant states its gas-turbine 
compressor at Seneca Compressor Station, authorized in Docket No. G-1850, has 
been uprated from 5,000 horsepower to 5,500 horsepower, based on actual experi- 
ence. 

The revised cost of construction, as herein proposed, will effect an overall 
savings in capital cost of approximately $826,400. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate in carrying out 
the provisions of the Natural Gas Act to amend, as hereinafter ordered, its 
order issued April 29, 1955, in Docket No. G-—6500. 

The Commission orders: 

(A) Atlantic Seaboard Corporation be and is hereby authorized to substitute 
the construction and operation of 79.0 miles of 26-inch loop gas transmission 
lines for the 83.9 miles of 26-inch loop lines on its Cobb-Baltimore System 
authorized in the Commission’s order issued April 29, 1955, in Docket No. G—6500, 
as described in its application for amendment of the order in this docket filed 
on July 20, 1955. 

(B) In all other respects, the conditions and authorizations set forth therein 
and the exercise of the rights granted by said order shall remain in full force 
and effect. 

Commissioner Stueck not participating. 


Declaration of exemption 
West Ohio Gas Co. 
Docket No. G-9197 
September 15, 1955 


West Ohio Gas Company (Applicant) filed an application on August 5, 1955, 
for exemption from the provisions of the Natural Gas Act, pursuant to Section 
1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is an Ohio corporation, engaged in the transportation, distribu- 
tion and sale of natural gas within the State of Ohio. 

(2) Applicant purchases interstate natural gas from The Ohio Fuel Gas 
Company at points within the State of Ohio. 

(3) All natural gas received by Applicant is ultimately consumed within the 
State of Ohio, and all of its facilities are located within the said State. 

(4) The Public Service Commission of Ohio has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, Service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

West Ohio Gas Company is exempt from the provisions of the Natural Gas 
Act, and the orders, rules and regulations of this Commission issued pursuant 
thereto. 


Commissioner Stueck not participating. 
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Order issuing minor-part license (transmission line) 
Greenwood, County Power Commission 
Project No. 2167 
September 19, 1955 


Application was filed October 5, 1954, by Greenwood County Electric Power 
Commission, South Carolina, for a license under the Federal Power Act (here- 
inafter referred to as the Act) for a constructed minor part of a project involv- 
ing a transmission line, designated as transmission line Project Ne. 2167, located 
in McCormick and Greenwood Counties, South Carolina; and affecting lands of 
the United States within Sumter National Forest and lands acquired for the 
Clark Hill Project on Savannah River. 

The constructed minor-part project consists of: 

(a) Lands of the United States constituting the project area and enclosed 
by the project boundary or the limits of which are otherwise defined. 

(b) Such purtions of a 115-kv single circuit transmission line located thereon, 
85.75 miles long, extending from the Clark Hill Substation to the Clark Hill Tie 
Station near Greenwood, South Carolina, together with all other structures, 
equipment or facilities used or useful in the maintenance and operation of the 
project and located on the project area. 

(c) All other structures, equipment or facilities used or useful in the main- 
tenance and operation of the project and located on the project area. 

The lands and project works are more specifically shown and described by 
certain exhibits which formed part of the application for license and which are 
designated and described as: 

Echibit J: (FPC 2167-1) General Location Map, Clark Hill-Greenwood 115kv 
Transmission Line; 

Exhibit K: (FPC Nos. 2167-2-3, and -4) Project Boundary of Clark Hill- 
Greenwood 115kv Transmission Line; and 

Exhibit M: One typewritten sheet entitled, “General Description and Speci- 
fications of Transmission Equipment” for Clark Hill-Greenwood Transmission 
Line, filed October 5, 1954. 

According to the application for license, the energy transmitted by the line 
will originate at the Clark Hill Hydroelectric Development located on the 
Savannah River and owned by the United States. At some future date the 
line may transmit fuel-generated energy to the Clark Hill Substation for dis- 
tribution to other localities. 

The Office of the Chief of Engineers has reported no objection to the issuance 
of a license for the transmission line provided the Greenwood County Power 
Commission complies with the conditions set forth in an easement dated Novem- 
ber 17, 1953, and the rules and regulations attached thereto, which was issued 
to the Greenwood Commission, as hereinafter provided. 

The Chief, Forest Service, Department of Agriculture, reported that the issu- 
ance of a license for the transmission line project would not interfere or be 
inconsistent with the purposes for which the Sumter National Forest was 
created or acquired, provided that the standard terms of the license were sup- 
plemented with a special provision which was considered necessary for the 
adequate protection and utilization of the national forest, as hereinafter pro- 
vided. 

Construction of the transmission line was commenced in November 1952, by 
the Southeastern Power Administration, an agency of the Department of the 
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Interior. Construction was interrupted by a preliminary injunction issued by a 
U. S. District Court in January 1953 after about 8 miles of line had been com- 
pleted. In July 1953, Congress authorized the Secretary of the Interior to 
negotiate and dispose of the incomplete facilities to the applicant herein. On 
August 4, 1953, the applicant acquired the government’s rights in the line and 
to a construction contract. On August 6, 1953, the preliminary injunction was 
dismissed and construction of the line was resumed. All work was completed 
on October 2, 1953 and the line was energized and placed in operation on Octo- 
ber 3, 1953. 

The Commission finds: 

(1) The 115-kv transmission line between Clark Hill Substation and Clark 
Hill Tie Station constitutes a primary transmission line as defined in Section 
3 (11) of the Act and, therefore, is subject to the licensing authority of the 
Federal Power Commission. 

(2) The applicant is a municipality created under the laws of the State of 
South Carolina and has submitted satisfactory evidence of compliance with the 
requirements of all applicable state laws insofar as necessary to effect the pur- 
poses of a license for the transmission line. 

(3) No conflicting application is before the Commission. 

(4) The project does not affect any Government dam, nor will the issuance 
of a minor-part license therefor as hereinafter provided affect the development 
of any water resources for public purposes which should be undertaken by the 
United States itself. 

(5) A minor-part license subject to and containing conditions as hereinafter 
provided will not interfere or be inconsistent with any reservation or withdrawal 
of public lands. 

(6) The amount of annual charges to be paid by the licensee under the minor- 
part license for the purpose of reimbursing the United States for the costs of 
administration of Part I of the Act, and for recompensing it, for the use, occu- 
pancy and enjoyment of its lands is reasonable as hereinafter fixed and specified. 

(7) The exhibits designated and described in the second paragraph of this 
order conform to the Commission’s rules and regulations and should be approved 
as part of the minor-part license. 

(8) It will be in the public interest to waive the following terms and condi- 
tions of Part I of the Act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice; 6, insofar as it relates to public notice and to the accept- 
ance and expression in the minor-part license of terms and conditions of the 
Act which are hereinafter waived; 10 (a); 10 (c); insofar as it relates to 
depreciation reserves; 10 (d); 10 (f); 11; 12; 15; 18; 19; 20; 22; and 23 (a), 
insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This minor part license is issued under Sections 4 (e) and 10 (i) of the 
Act to Greenwood County Electric Power Commission (hereinafter referred to 
as the Licensee) for a period of fifty (50) years effective as of August 6, 1953, 
for the operation and maintenance of constructed minor-part Project No..2167, 
subject to the terms and conditions of Part I of the Act, which is hereby incor- 
porated by reference as a part of this license (except that the terms and condi- 
tions of Part I of the Act referred to in finding (8) above are hereby waived 
to the extent therein specified), and subject to such rules and regulations as 
the Commission has issued or prescribed under the provisions of the Act. 
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(B) The exhibits referred to in finding (7) above are approved as a part of 
this license. 

(C) This license is subject also to the terms and conditions set forth in Form 
L-8* December 15, 1953) entitled, ‘Terms and Conditions of License for Minor- 
Part Project (Transmission Line) Affecting Lands of the United States,” which 
terms and conditions, described as Articles 1 through 14, are attached hereto 
and made a part hereof, and subject to the following special conditions set forth 
herein as additional articles: 

Article 15. The Licensee shall pay to the United States the following annual 
charges, effective August 6, 1953: 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of Part I of the Act, $5.00; and 

(ii) For the purpose of recumpensing the United States for the use, occu- 
pancy and enjoyment of its lands used only for transmission line right-of-way, 
$102.12. 

Article 16. The Licensee shall be responsible for prevention and control of 
soil erosion and gullying on right-of-way over government lands covered by the 
license and lands adjacent thereto, resulting from construction or maintenance 
of the transmission line; shall vegetate with grass or herbaceous plants all 
ground where the soil has been exposed; and shall construct and maintain such 
preventive works to accomplish this result, as may be prescribed by the Com- 
mission upon the recommendation of the agency of the United States having the 
jurisdiction over the lands affected. 

Article 17. The Licensee shall comply with the rules and regulations con- 
tained in the easement dated November 17, 1953, and the supplemental rules and 
regulations attached thereto, issued to the Greenwood County Electric Commis- 
sion by the Department of the Army. 

(D) This order shall become final within 30 days from the date of its issu- 
ance unless application for rehearing shall be filed as provided by Section 
313 (a) of the Act, and failure to file such an application shall constitute 
acceptance of this license. In acknowledgment of the acceptance of this license, 
it shall be signed for the Licensee and returned to the Commission within 60 days 
from the date of issuance of this order. 
Commissioner Stueck not participating. 


FORM L-8 


Terms and Condition of License for Minor-Part Project (Transmission Line) 
Affecting Lands of the United States 


December 15, 1953 


Article 1. Those parts of the project described in the order of the Commission 
and located on lands owned by the United States or on lands in which the United 
States holds an interest shall be subject to all the provisions, terms, and condi- 
tions of the license. 

Article 2. No substantial change shall be made in the maps, plans, and state- 
ments described and designated as exhibits and approved by the Commission in 
its order as part of the license, until such change shall have been approved by 
the Commission : Provided, however, that if the licensee or the Commission deems 
it necessary or desirable that said approved exhibits, or any of them, be changed, 
there shall be submitted to the Commission for approval amended, supplemental, 


*See, infra, p. 974. 











ORDERS 975 


or additional exhibit or exhibits covering the proposed change which, upon. ap- 
proval by the Commission, shall become a part of the license and shall supersede, 
in whole or in part, such exhibit or exhibits theretofore made a part of the 
license as may be specified by the Commission. 

Article 3. The project area and project works shall be in conformity with the 
approved exhibits and if the licensee shall contemplate any alteration in or addi- 
tion to the project area or project works, the licensee shall submit to the Com- 
mission for approval amended, supplemental, or additional exhibits as provided 
in article 2 hereof to show and describe such alteration or addition, together with 
the statement in writing setting forth the reasons which necessitate or justify 
such alteration or addition. Except when emergency shall require for the pro- 
tection of life, health, or property, no alteration or addition not in conformity 
with the approved exhibits shall be made to any project works under the license 
without the prior approval of the Commission; and any emergency alteration 
or addition so made shall thereafter be subject to such modification and change 
as the Commission may direct. 

Article 4. The project, including its construction, operation, and maintenance 
and any work incident to additions or alterations conducted upon lands of the 
United States shall be subject to the inspection and supervision of such officer 
or agent as the Commission may designate, who shall be the authorized repre- 
sentative of the Commission for such purposes. The licensee shall furnish to 
said representative such information as he may require concerning the con- 
struction, operation, and maintenance of the project, and of any alteration 
thereof, and shall notify him of the date upon which work with respect to any 
construction or alteration will begin, and as far in advance thereof as said repre- 
sentative may reasonably specify, and shall notify him promptly in writing of 
any suspension of work for a period of more than one week, and of its resump- 
tion and completion. The licensee shall allow said representative and other 
officers or employees of the United States, showing proper credentials, free and 
unrestricted access to, through, and across the project lands and project works 
in the performance of their official duties. 

Article 5. The licensee shall make provision, or shall bear the reasonable cost, 
as determined by the agency of the United States affected, of making provision, 
for avoiding inductive interference between any project transmission line or 
other project facility constructed, operated, or maintained under the license, and 
any radio installation, telephone line, or other communication facility installed or 
constructed before or after construction of such project transmission line or other 
project facility and owned, operated, or used by such agency of the United 
States in administering the lands under its jurisdiction. None of the provisions 
of this article is intended to relieve the licensee from any responsibility or re- 
quirement which may be imposed by other lawful authority for avoiding or 
eliminating inductive interference. 

Article 6. In the construction and maintenance of the project works, the 
licensee shall place and maintain suitable structures and devices to reduce to a 
reasonable degree the liability of contact between its transmission lines, and 
telegraph, telephone, and other signal wires or power transmission lines con- 
structed prior to its transmission lines and not owned by the licensee, and shall 
also place and maintain suitable structures and devices to reduce to a reasonable 
degree the liability of any structures or wires falling and obstructing traffic and. 
endangering life on highways, streets, or railroads. 

Article 7. The licensee shall clear such portions of transmission line rights 
of-way across lands of the United States as are designated by the officer of the 
United States in charge of the lands; shall keep the areas so designated clear of 
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new growth, all refuse, and inflammable material to the satisfaction of such 
officer ; shall trim all branches of trees in contact with or liable to contact the 
transmission line; shall cut and remove all dead or leaning trees which might 
fall in contact with the transmission line; and shall take such other precautions 
against fire as may be required by such officer. No fires for the burning of 
waste material shall be set except with the prior written consent of the officer 
of the United States in charge of the lands as to time and place. 

Article 8. Timber on lands of the United States cut, used, or destroyed in 
the construction and maintenance of the project works or in the clearing of said 
lands shall be paid for in accordance with the requirements of and at the current 
stumpage rates applicable to the sale of similar timber by the agency of the 
United States having jurisdiction over said lands; and all slash and debris 
resulting from the cutting or destruction of such timber shall be disposed of as 
the officer of such agency may direct. 

Article 9. The licensee shall do everything reasonably within its power and 
shall require its employees, contractors, and employees of contractors to do 
everything reasonably within their power, both independently and upon request 
of officers of the agency of the United States having jurisdiction over the gov- 
ernment lands involved, to prevent and suppress fires on lands occupied under 
the license. 

Article 10. The licensee shall be liable for injury to, or destruction of, any 
buildings, bridges, roads, trails, lands, or other property of the United States, 
occasioned by the construction, maintenance or operation of the project works 
or of the works appurtenant or accessory thereto under the license. Arrange- 
ments to meet such liability, either by compensation for such injury or destruc- 
tion, or by reconstruction or repair of damaged property, or otherwise, shall 
be made with the appropriate department or agency of the United States. 

Article 11. The licensee shall allow any agency of the United States, without 
charge, to construct or permit to be constructed on, through, and across the 
project lands, conduits, chutes, ditches, railroads, roads, trails, telephone and 
power lines, and other means of transportation and communication not incon- 
sistent with the enjoyment of said lands by the licensee for the purposes stated 
in the license. This article shall not be construed as conferring upon the licensee 
any right of use, occupancy, or enjoyment of the lands of the United States other 
than for the construction, operation, and maintenance of the project as stated in 
the license. 

Article 12. If the licensee shall cause or suffer essential project property to 
be removed or destroyed or to become unfit for use, without replacement, or shall 
abandon or discontinue good faith operation of the project for a period of three 
years, or refuse or neglect to comply with the terms of the license and the lawful 
orders of the Commission mailed to the record address of the licensee or its 
agent, the Commission will deem it to be the intent of the licensee to surrender 
the license, and not less than 90 days after public notice may in its discretion 
terminate the license. 

Article 13. Upon abandoument of the project the licensee shall remove all 
buildings, equipment and power lines from lands of the United States and restore 
said lands to a condition satisfactory to agency having jurisdiction over the 
lands and shall fulfill such other obligations under the license as the Commis- 
sion may prescribe. 

Article 14. The right of the licensee and of its transferees and successors to 
use or occupy lands of the United States under the license for the purpose of 
maintaining the project works or otherwise, shall absolutely cease at the end of 
the license period, unless a new license is issued pursuant to the then existing 
laws and regulations. 
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Order authorizing issuance of securities 
Pacific Power & Light Co. 
Docket No. E-6641 
September 21, 1955* 


Pacific Power & Light Company (Applicant), a Maine corporation, having its 
principal business office at Portland, Oregon, filed its application on August 15, 
1955, with amendment thereto on September 15, 1955, for an order pursuant to 
Section 204 of the Federal Power Act, authorizing the issuance and sale of 
$10,000,000 of first mortgage bonds due in 1985, and not to exceed 30,000 shares 
of its 4.52% serial preferred stock, cumulative, par value $100.00 per share. 
With respect to the preferred stock, Applicant requested exemption from the 
competitive bidding requirements of Section 34.1a of the Commission’s General 
Rules and Regulations. ' 

Acting in accordance with permission granted in a letter from this Commis- 
sion dated July 27, 1955, in Docket No. IN-885, Applicant entered into nego- 
tiations with local security dealers for the purpose of arranging for the sale 
of its preferred stock. Applicant now proposes to offer its preferred stock 
through such dealers as are selected by it and for such purpose has requested 
exemption from the competitive bidding requirements of the Commission’s Rules. 
In support of its request for exemption, Applicant states that in keeping with 
its general objective of furthering local ownership of its securities and local 
participation in its activities, it desires to place its preferred stock with investors 
who reside in its service area and who are interested in its operations. To do 
so, Applicant states it will be necessary to enter into agreements with local 
security dealers in the States of Oregon, Washington, Wyoming, Montana, and 
Idaho, who are in a position to sell the stock in those areas in a gradual manner, 
and that such arrangements cannot readily or expeditiously be brought about 
under conventional competitive bidding procedures. 

Applicant states in fixing the dividend rate and other terms of the preferred 
stock, the price to the public and the commissions to be paid to dealers, it utilized 
the advice of independent financial advisers and consultants and certain invest- 
ment houses for the purpose of obtaining their views with respect to the lowest 
practicable dividend rate and commissions to dealers and the highest practicable 
public offering price. Applicant proposes to offer its preferred stock, with a 
dividend rate of 4.52%, to the public, at the initial offering price of $102 -per 
share and to pay to the dealers, who are required to confine their sales to 
investors in the above states, a commission of $2.00 per share for each share of 
preferred stock sold through their efforts. Applicant contemplates that the 
sales will extend on a continuing basis into the year 1956. 

The Applicant intends to dispose of the bonds through competitive bidding 
by an invitation on or about September 23, 1955, for sealed written bids which 
will be opened by Applicant on October 4, 1955. Each bid is to specify the 
interest rate to be borne by the bonds (which shall be a multiple of 4% of 1%), 
and the price (exclusive of accrued interest) which is not to be less than the 
principal amount nor more than 102%,% of principal amount. Unless the Appli- 
cant shall reject all bids or exclude a bid or bids for reasons specified in the 
invitation, it will accept the bid which provides for the lowest cost of money 
for the bonds. 


*Supplemental order issued October 5, 1955, infra, p. 1013. 
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The bonds will be issued under Applicant’s mortgage and deed of trust to 
Guaranty Trust Company of New York and Oliver R. Brooks as trustees, dated 
as of July 1, 1947, as amended by five supplemental indentures, and to be further 
amended by a sixth supplemental indenture to be dated October 1, 1955. 

The net proceeds to be received by Applicant from the sale of the bonds and 
preferred stock will be used to retire any short-term bank loans which may be 
outstanding, and to finance, in part, Applicant’s construction programs for the 
remainder of 1955 and for the year 1956, which have an estimated cost of 
$14,035,000 and $15,632,000, respectively. 

Written notice of the application has been given to the Public Utilities Com- 
missioner of Oregon, the Board of Railroad Commissioners of Montana, the 
Public Utilities Commission of Idaho, the Public Service Commission of Wash- 
ington, and to the Public Service Commission of Wyoming and to the Governor 
of each of those States. Notice has also been given by publication in the Federal 
‘Register on August 24, 1955 (20 FR 6198-99), stating that any person desiring 
to be heard or to make any protest with reference to the application should file a 
petition or protest on or before September 6, 1955. No protest or petition or 
request to be heard in opposition to the granting of such application has been 
received. 

The Public Utilities Commission of Idaho by order dated August 29, 1955, 
approved the issuance of Applicant’s bonds and preferred stock. 

The Commission finds: 5 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued August 26, 
1954, In the Matter of Pacific Power & Light Company, Docket No. E-6573. 

(2) The proposed issuance of bonds and preferred stock will constitute issu- 
ances of securities within the provisions of Section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of Section 204 (f) of the Federal Power Act, and the proposed issuance of 
securities is, therefore, not exempt by virtue of that section from the require- 
ments of Section 204 of the Act. 

(4) The fees proposed to be paid to the security dealers pursuant to proposed 
dealer agreements with respect to the sale of the Preferred Stock do not appear 
to be unreasonable. 

(5) Under the circumstances of the case, sufficient cause has been shown for 
exempting the proposed issuance of preferred stock from the competitive bid- 
ding requirements of Section 34.1a (b) and (c) of the Commission’s Rules. 

(6) The proposed issuance of first mortgage bonds and preferred stock as 
hereinafter authorized will be for a lawful object, within the corporate purposes 
of Applicant and compatible with the public interest, which is appropriate for 
and consistent with the proper performance of service by Applicant as a public 
utility and which will not impair its ability to perform that service, and is 
reasonably appropriate for such purposes. 

The Commission orders: 

(A) The proposed issuance and sale of 30,000 shares of preferred stock, as 
described above, hereby are exempted from the competitive bidding require- 
ments of Section 34.1a (b) and (c) of the Commission’s Rules. 

(B) The proposed issuance of bonds and preferred stock upon the terms and 
conditions and for the purposes specified in the application, be and the same 
hereby are authorized and approved, subject to the provisions of this order.’ 

(C) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until: 
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(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Rules relating to compliance 
with competitive bidding requirements and Section 34.2 (k) (4) of the Rules, 
relating to affiliation, and shall have either filed such amendments or shall have 
mailed them and advised the Commission by telephone and telegraph as con- 
templated by Section 34.9 of the Rules. 

(ii) The Commission, by further order, shall have approved the price to be 
received by Applicant for the Bonds and the interest rate thereof. 

(D) This authorization to issue securities for the purposes specified in the 
application shall expire unless the transactions hereby authorized are consum- 
mated with respect to the bonds within 90 days after the date of this order, and 
with respect to the preferred stock before January 1, 1957. 

(E) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of costs, or any matter whatso- 
ever which may come before this Commission, or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property, claimed 
or asserted. 

(F) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect to any securities to which 
this order relates. 


Order denying application for rehearing 


Sunray Oil Corp. (now Sunray Mid-Continent Oil Co.) 
Docket Nos. G-8826, G-8907 
September 22, 1955 


On August 24, 1955, Sunray Mid-Continent Oil Company (Sunray) (formerly 
Sunray Oil Corporation) filed an application for rehearing and reconsideration 
of the order of the Commission issued July 25, 1955, granting a certificate of 
public convenience and necessity to Sunray authorizing the sale of natural gas 
by Sunray to United Gas Pipe Line Company, which Sunray produces and pro- 
poses to produce from gas-productive areas of the North Charco Field, Goliad 
County, Texas, and from the McFaddin Field, Refugio and Victoria Counties, 
Texas. 

Sunray asserts as grounds for rehearing and reconsideration that: (1) the 
Commission’s Order No. 174-A as amended by Order No. 174—-B is invalid, (2) 
the Commission erred as a matter of law in concluding that the sales in question 
are sales in interstate commerce under the Natural Gas Act, (3) the Commis- 
sion erred as a matter of law in concluding that the sales in question and the 
facilities necessary therefor are subject to the Commission’s jurisdiction, and 
(4) the Commission erred as a matter of law in concluding that the certificates 
must be conditioned “without time limitation” although such does not conform 
to the application or the findings of the Commission. Since the promulgation 
and adoption of Order No. 174-B and events leading thereto, namely the decision 
of the United States Supreme Court in Phillips Petroleum Company v. Wiscon- 
sin, 347 U. S. 672, the Commission has had occasion to fully consider the merit 
of legal contentions similar in import to those advanced by Sunray herein. The 
views of the Commission set forth in Opinion No. 284, In the Matters of Deep 
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South Oil Company of Teras (G-2952), Humble Oil & Refining Company 
(G-4671), 14 F. P. C. 83, and in Opinion No. 285, In the Matters of Dizie Pipe 
Line Company, et al. (Docket No. G—2401), 14 F. P. C. 106, are decisive of the 
contentions set forth as Items (A), (B) and (C) of Sunray’s application for 
rehearing. With respect to Item (D) thereof it is sufficient to say that Section 7 
of the Natural Gas Act clearly (a) clothes the Commission with authority to 
issue certificates of public convenience and necessity in conformity with the 
present or future requirements of public convenience and necessity, (b) author- 
izes the attachment of such reasonable terms and conditions as the public con- 
venience and necessity may require, and (c) makes necessary the filing of an 
application for permission and approval to abandon all or any portion of facili- 
ties subject to the jurisdiction of the Commission, or any service rendered by 
means of such facilities, and approval of the Commission had thereon after 
hearing. In view of the plain requirements of Section 7 of the Natural Gas Act 
it is clear that Item (D) is without merit. 

The Commission finds: 

The assignments of error and ground for rehearing and reconsideration set out 
in the application of Sunray do not raise any questions of law or fact not fully 
heretofore considered by the Commission, and made the subject of opinion and 


order and found to be controlling in and decisive of the contentions asserted 
herein. 


The Commission orders: 

The application for rehearing and reconsideration filed August 24, 1955, by 
Sunray Mid-Continent Oil Company as successor of Sunray Oil Corporation, 
be and the same is hereby denied. 


Findings and order issuing certificate of public convenience and necessity 
Texas Eastern Transmission Corp. 
Docket No. G-9025 
September 22, 1955 


Texas Eastern Transmission Corporation (Applicant), a Delaware corpora- 
tion, with its principal place of business in Shreveport, Louisiana, filed an 
application on June 9, 1955, for a certificate of public convenience and necessity, 
pursuant to Section 7 (c) of the Natural Gas Act, authorizing the construction 
and operation of facilities necessary to effect the sale of gas to the T. W. Phillips 
Gas & Oil Company (Phillips), all as more fully described in the application on 
file with the Commission and open to public inspection. 

Applicant, in order to make the sale to the T. W. Phillips Gas and Oil Com- 
pany, proposes to construct and operate a metering and regulating station near 
Delmont, in Westmoreland County, Pennsylvania. The proposed construction 
will enable Applicant to deliver gas from the 24-inch Texas Eastern-Penn Jersey 
Transmission Corporation’s line near the Oakford Storage Field. The sale of 
natural gas as herein proposed to Phillips is a firm sale to commence on Novem- 
ber 1, 1955, and to terminate on October 31, 1956. The service agreement 
attached to the application indicates an annual contract quantity of 746,640 
Mcf and a maximum daily quantity of 2,040 Mcf. 

The sale of natural gas to Phillips is to be made under Applicant’s DCQ-D 
Rate Schedule which is contained in its FPC Gas Tariff, Second Revised Volume 
No. 1. 
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Applicant estimates that the total cost of construction of its facilities will be 
$16,388. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 12, 1955, and September 15, 1955 respecting the matters involved in 
and the issues presented by the application. No protest in opposition to the 
granting of the application has been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and the Com- 
mission render a decision herein pursuant to Section 1.30 (c) (1) of the Com- 
mission’s Rules of Practice and Procedure. 

The Commission finds: 

(1) Texas Eastern Transmission Corporation, a Delaware corporation, having 
its principal place of business at Shreveport, Louisiana, is engaged in the trans- 
portation of natural gas in interstate commerce and the sale in interstate com- 
merce of natural gas for resale for ultimate public consumption, and therefore 
is a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission Jn the Matter of Texas Eastern Transmis- 
sion Corporation, at Docket No. G—1089. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as integral parts of Applicant’s existing pipeline system, 
and the construction and operation thereof by Applicant are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) 
of Section 157.20 of the Commission’s Rules and Regulations, including the 
Rules of Practice and Procedure (18 CFR 157.20), should attach to the certifi- 
eate hereinafter issued, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this 
erder shall be completed and in actual operation should be fixed at 3 months 
from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
issued authorizing Texas Eastern Transmission Corporation to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application in this proceeding, for the transportation and sale for resale of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a respon- 
sible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure, is hereby fixed at 
3 months from the date on which this order issues. 
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(D) Applicant shall make the proposed sale and render the proposed service 
initially under its presently effective Rate Schedule DCQ—-D which is contained 
in its FPC Gas Tariff, Second Revised Volume No. 1, as proposed, or any effective 
superseding rate schedule. 


Order further amending order issuing certificate of public convenience 
and necessity 


The Manufacturers Light and Heat Co. 
Docket No. G—2289 
September 22, 1955 


The Manufacturers Light and Heat Company (Applicant), a Pennsylvania 
corporation with its principal place of business in Pittsburgh, Pennsylvania, 
filed on July 21, 1955, a motion for further amendment of the Commission’s 
order issued on March 26, 1954, in Docket No. G-2289, wherein Applicant was 
authorized to construct and operate eight (8) separate projects designated 
Job Nos. 1 through 8, inclusive. The order provided that all designated jobs 
were to be completed and in operation by December 1, 1954, except Job No. 8, 
which was to be completed and in operation by July 1, 1955. 

Applicant, on December 23, 1954, filed a motion to amend the said order, 
which motion was granted on April 15, 1955. 

Applicant requests in the current motion a change in the authorization for 
the facilities, designated as Job No. 8 from 23.3 miles to 8.9 miles of 12-inch 
line looping Applicant’s existing facilities between the Harrisburg connection 
with Texas Eastern Transmission Corporation in East Donegal Township, Lan- 
caster County, Pennsylvania, and Applicant’s York lateral in Manchester Town- 
ship, York County, Pennsylvania. 

Applicant states that it has completed construction of the 8.9 miles of 12-inch 
pipeline and the existing transmission facilities are now considered adequate 
to meet the estimated requirements of York, Adams and Franklin Counties, Penn- 
sylvania, for the 1955-56 winter season. Applicant states that the authorized 
14.4 miles of 12-inch loop line between the York lateral and East Berlin Gate 
Nest, Reading Township, Adams County, Pennsylvania, is not required at this 
time. Applicant states that the elimination of the 14.4 miles of pipeline would 
effect a decrease in net cost of Job No. 8 from $1,150,000 to $599,000. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate in carrying out 
the provisions of the Natural Gas Act to further amend as hereinafter ordered, 
its order issued March 26, 1954, in Docket No. G—2289. 

The Commission orders: 

(A) The order of the Commission issued March 26, 1954, in Docket No. G-2289 
be and the same is hereby further amended to eliminate the 14.4 miles of 12-inch 
loop line between the York lateral and East Berlin Gate Nest, Adams County, 
Pennsylvania, authorized therein to be constructed and operated by the Manu- 
facturers Light and Heat Company. 

(B) In all other respects the conditions and authorizations set forth therein 


and the exercise of the rights granted by said order shall remain in full force 
and effect. 
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Order amending order issuing certificate of public convenience and necessity 


Algonquin Gas Transmission Co. 
Docket No. G—2338 
September 22, 1955 


Algonquin Gas Transmission Company (Applicant), a Delaware corporation 
with its principal place of business in Boston, Massachusetts, filed on August 24, 
1955, a petition for an amendment of the Commission’s order issued February 
26, 1954, in Docket No. G—2338, wherein Applicant was authorized to construct 
and operate an emergency interconnection with the facilities of Consolidated 
Edison Company of New York (Consolidated) near Peekskill, Westchester County, 
New York. The connection was authorized to be used only for sale of emergency 
gas by Applicant to Consolidated. 

Applicant, in Docket No. G—9009, filed on June 7, 1955, and subsequently 
amended on July 29, 1955, an application for a certificate of public convenience 
and necessity authorizing it to transport natural gas for Consolidated and 
make deliveries to Consolidated at the existing interconnection at Peekskill 
(authorized in Docket No. G-—2338) and at two proposed additional intercon- 
nections at Yorktown and Cortlandt in Westchester County, New York. Pur- 
suant to due notice a public hearing was held on the Docket No. G—9009 applica- 
tion on August 30, 1955, and authorization, as requested, granted by order issued 
September 13, 1955. 

By its amendment filed on August 24, 1955, in Docket No. G—2338, Applicant 
requests authority to sell emergency gas to Consolidated not only at Peekskill 
but also at the two additional connections at Yorktown and Cortlandt proposed 
to be built under Docket No. G—9009. 

Applicant states it has been informed that: (1) new home construction in the 
general area of Yorktown and Cortlandt referred to above has proceeded to the 
point where it is anticipated that gas service will be required by approximately 
100 customers about September 15, 1955; (2) it does not expect natural gas 
to be made available to Applicant for transportation as contemplated by its 
application in Docket No. G—9009 before November 1, 1955; (3) unless emergency 
natural gas is delivered to Consolidated by Applicant for resale to said customers 
at points of delivery near Yorktown and Cortlandt referred to above certain of 
said customers will be inadequately served while others will be without any gas 
service at all after September 15, 1955, until such time as natural gas can be 
provided for transportation as contemplated in Docket No. G-—9009; (4) the 


quantity of gas required during this period is not expected to exceed 100 Mcf 
per day. 


The Commission finds: 


It is in the public interest and it is necessary and appropriate in carrying out 
the provisions of the Natural Gas Act to amend, as hereinafter ordered, its order 
issued February 26, 1954, in Docket No. G—2338. 

The Commission orders: 

(A) The order of the Commission issued February 26, 1955, in Docket No. 
G-—2338 be and the same is hereby amended to authorize Algonquin Gas Trans- 
mission Company to sell and deliver natural gas to Consolidated Edison Company 
of New York at points near Peekskill, Yorktown and Cortlandt, New York, 
respectively, under its emergency rate schedule, as requested in the petition 
herein. 

(B) In all other respects, the conditions and authorizations set forth in said 


order and the exercise of the rights granted therein shall remain in full force 
and effect. 
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Order amending order issuing certificate of public convenience and necessity 
Texas Gas Transmission Corp. 
Docket No. G-6854 
September 22, 1955 


On March 81, 1955, the Commission issued its Finding and Order Issuing Cer- 
tificate of Public Convenience and Necessity to Texas Gas Transmission Cor- 
poration (Texas Gas) authorizing the construction and operation of the facilities 
set forth in its application of December 21, 1954, in the above-entitled docket 
as supplemented on March 4, 1955, and amended on March 18, 1955. 

On June 17, 1955, Texas Gas filed an Application to Amend Certificate of 
Public Convenience and Necessity in Docket No. G-6854 which requested author- 
ity to construct and operate approximately 72 miles of 16-inch pipe from a point 
located on the main 26-inch line of Texas Gas on the suction side of the Hardins- 
burg Compressor Station (Station No. 10-A) to a point near Bedford, Indiana. 
The 16-inch pipe would be installed in liéu of the 12-inch pipe previously author- 
ized by the Commission in its certificate issued to Texas Gas on March 31, 1955, 
in the above-entitled docket between these points. 

Texas Gas requests the substitution because it can obtain 83.5% more lateral 
line capacity from the 16-inch line with an increase in cost of only 22.5% over 
the estimated cost of the 12-inch line. The main line capacity of its system 
will not be increased, only the capacity of the lateral line system, extending 
from its Hardinsburg Compressor Station in Kentucky to its connections with 
the Horseshoe System of Indiana Gas & Water Company. This lateral line is 
intended to serve the Horseshoe System without the use of any gas from Pan- 
handle Eastern Pipe Line Company. 

Texas Gas states that its market demands should increase in future years 
beyond the capacity of the 12-inch line, and that it is more economical to install 
the 16-inch line now rather than loop the 12-inch line at such future time. It is 
further stated that the Terre Haute area, recently converted to straight natural 
gas, may increase its requirements in the future, in which case the 16-inch line 
could more adequately meet such demands than the 12-inch line. 

The total over-all increase in cost, resulting from the substitution proposed 
herein is estimated to be approximately $644,000 and will be financed from cash 
on hand and funds generated from company operations. 

The Commission jfinds: 

It is in the public interest and it is necessary and appropriate in carrying out 
the provisions of the Natural Gas Act to amend, as hereinafter ordered, its order 
issued March 31, 1955, in Docket No. G—6854. 

The Commission orders: 

(A) The order of the Commission issued March 31, 1955, be and the same is 
hereby amended to authorize Texas Gas Transmission Corporation to construct 
and operate 72 miles of 16-inch pipeline in Kentucky and Indiana in lieu of the 
72 miles of 12-inch pipeline authorized in the Commission's order issued March 
81, 1955, in Docket No. G-6854. 

(B) The 16-inch line authorized herein shall not be used for any purpose 
other than that authorized by the Commission for the Hardinsburg-Bedford 
12-inch line in Docket No. G-6854 without further order of the Commission. 

(C) In all other respects, the conditions and authorizations set forth therein 
and the exercise of the rights granted by said order shall remain in full force 
and effect. 
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Order authorizing merger or consolidation of facilities 


St. Joseph Light & Power Co. 


Docket No. E-6633 


September 22, 1955 


On September 7, 1955, St. Joseph Light & Power Company (St. Joseph), and 
Missouri Service Company (Missouri Service) filed a joint amendment to St. 
Joseph’s application in the above docket. The original application, filed June 29, 
1955, requested authority for St. Joseph to acquire all of the outstanding com- 
mon stock of Missouri Service constituting all of its capital stock, with the 
stated intention of causing Missouri Service to be dissolved and liquidated and 
to acquire all of its property and assets. On August 8, 1955, the Commission 
issued its order authorizing and approving the acquisition of Missouri Service’s 
common stock upon the terms and conditions proposed. 

The present amendment states that St. Joseph, as the sole share-holder of 
Missouri Service, voted to dissolve and liquidate Missouri Service, and that 
upon the issuance of the proper authorization by this Commission, Missouri 
Service would convey to St. Joseph all of its property and assets, including all 
of its operating facilities, and St. Joseph would assume all of Missouri Service's 
liabilities. 

The Commission finds: 

(1) St. Joseph and Missouri Service are public utilities within the meaning 
of Section 203 of the Federal Power Act and subject to the jurisdiction of the 
Commission as heretofore described and set forth in the Commission’s order 
issued August 8, 1955, 14 F. P. C. 896, in the above docket. 

(2) By the propused transfer of facilities, Missouri Service will dispose of 
the whole of its fucilities subject to the jurisdiction of the Commission within 
the meaning and subject to the requirements of Section 203 of the Federal 
Power Act. 

(3) By the proposed acquisition of facilities St. Joseph will merge or con- 
solidate its favilities subject to the jurisdiction of the Commission with the 
facilities of another person within the meaning and subject to the requirements 
of Section 203 of the Federal Power Act. 

(4) The proposed transaction as described above will be consistent with the 
public interest as expressed in the Act. 

(5) The foregoing described transaction is exempt from the requirements of 
Securities and Exchange Commission approval under the Public Utility Holding 
Company Act of 1935 by virtue of the requirements of Section 9 (b) (1) thereof 
and is therefore not exempt from the requirements of Section 203 of the Federal 
Power Act by virtue of Section 318 thereof. 

The Commission orders: 

(A) The proposed disposition by Missouri Service to St. Joseph of the whole 
of its facilities subject to the jurisdiction of the Commission and the proposed 
merger or consolidation of such facilities by St. Joseph be and the same hereby 
are authorized and approved upon the terms and conditions set forth in the 
application subject to the provisions of this order. 

(B) St. Joseph and Missouri Service shall account for the transactions in 
accordance with the requirements of the Commission’s Uniform System of 
Accounts Prescribed for Public Utilities and Licensees. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within .cO days from the issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
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Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost which may come before this 
Commission or any other regulatory body. 


Findings and order modifying order issuing certificate of public convenience 
and necessity 


Gulf Interstate Gas Co. 
Docket No. G—2058 
September 28, 1955 


Gulf Interstate Gas Company (Applicant) on May 23, 1955, filed a motion to 
remove the condition contained in paragraph (C) (iii) of the Commission’s 
Opinion No. 251 issued May 20, 1953, In the Matter of Gulf Interstate Gas Com- 
pany, 12 F. P. C. 116. Applicant filed a supplement to its motion on July 13, 
1955, and a second supplement on August 22, 1955. 

In Opinion No. 251, the Commission found the initial design delivery capacity 
of Applicant's facilities to be approximately 375,000 Mcf per day. Paragraph 
(C) (iii) of Opinion No. 251 provides, however, that: 

The certificate herein granted is limited to the transportation by Gulf 
Interstate of an average daily volume of 300,000 Mcf at 14.73 p. s. i. a. and 
109,500,000 Mcf at 14.73 p. s. i. a. on an annual basis. 

This condition was based upon the finding that “since the evidence of record 
only shows adequate gas supply for the proposed project upon the assumption 
that the average daily volumes to be transported will be 300,000 Mcf at 14.73 
p. s. i. a. and 109,500,000 Mcf on an annual basis at the same pressure base, 
public convenience and necessity requires that any certificate issued herein be 
conditioned to limit the authorized volumes to be transported to 109,500,000 
Mef annually * * *,.” 

From its motion for removal of the condition filed May 23, 1955, as supple- 
mented on July 13, 1955, and on August 22, 1955, it appears that gas reserves 
are now available to support withdrawals at an average of between 401,029 Mcf 
and 378,618 Mcf per day! between 1955 and 1962, declining to 338,884 Mcf per 
day in 1963, without diminishing Applicant’s ability to deliver 300,000 Mcf per 
day until 1971. 

The Commission finds: 

It is reasonable and in the public interest to remove the limitation contained 
in paragraph (C) (iii) of the Commission’s order issued May 20, 1953, accom- 
panying Opinion No. 251, In the Matter of Gulf Interstate Gus Company, Docket 
No. G-2058. 

The Commission orders: 

The condition contained in paragraph (C) (iii) of the Commission’s order 
issued May 20, 1953, accompanying Opinion No. 251, In the Matter of Gulf 
Interstate Gas Company, Docket No. G—2058, is hereby removed and paragraph 
(C) (iii) is hereby deleted. 


Findings and order issuing certificates of public convenience and necessity 


Alabama-Tennessee Natural Gas Co., Docket No. G-—2534; Tennessee 
Gas Transmission Co., Docket No, G-8805; The Superior Oil Co., Docket 


1 Although Applicant’s system has a design delivery capacity of 375,000 Mcf per day, 
actual experience data show that Applicant can transport up to about 400,000 Mcf per 
day (including company use and unaccounted-for gas). 
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No. G-8812; United Gas Pipe Line Co., Docket No. G—-8813 ; The Califor- 
nia Co., Docket Nos. G-8817 and G-—8818; Shell Oil Co., Docket No. 
G-8837; East Tennessee Natural Gas Co., Docket No. G—8899; E. J. 
Hudson, et al., Docket No. G-8938; M. L. Mayfield Co., et al., Docket 
No. G-8971 


September 23, 1955 


















These proceedings involve ten applications for certificates of public conveni- 
ence and necessity filed pursuant to Section 7 of the Natural Gas Act by the 
above-named applicants. The applications of the pipeline companies, namely, 
Alabama-Tennessee Natural Gas Company (Alabama-Tennessee), Tennessee Gas 
Transmission Company (Tennessee), United Gas Pipe Line Company (United) 
and East Tennessee Natural Gas Company (East Tennessee), propose the con- 
struction of new pipeline facilities for the rendition of additional service. The 
applications of the five independent producers—The Superior Oil Company 
(Superior), The California Company (California), Shell Oil Company (Shell), 
E. J. Hudson, et al. (Hudson) and M. L. Mayfield Company, et al. (Mayfield)— 
request authorization for the sale of natural gas to Tennessee. 

Pursuant to notice of June 1, 1955, issued by the Acting Secretary, the several 
applications were consolidated for purposes of a hearing, which hearing com- 
menced on June 21, 1955. <A large number of existing and prospective customers 
appeared and participated in the proceedings. The Public Service Commission 
of New York and the coal interests also took part in the hearings as intervenors. 
The hearings were concluded on July 18, 1955. Thereafter all parties were 
afforded an opportunity to file briefs. On July 29, 1955, the Commission issued 
its order granting the motions made by several of the applicants for omission 
of the intermediate decision procedure. As stated in such order “the public 
interest requires that a final decision be made herein at the earliest pussible 
date” because of the urgent need for the additional volumes of gas to be made 
available and in order to put a stop to the flaring of gas in the fields from which 
Tennessee will obtain a portion of its gas supply. 














Tennessee’s Application in Docket No. G-8805 














Tennessee proposes in its application in Docket No. G—8805 to construct and 
operate additional facilities which will enable it to increase its system capacity 
by 107,610 Mcf per day.t This will result in an increase in the authorized aver- 
age day design capacity from 1,728,390 Mcf to 1,836,000 Mcf and an increase in 
the peak day design capacity from 2,115,969 Mcf to 2,223,579 Mcf. Such addi- 
tional capacity is required to render the service proposed herein. 

The facilities proposed to provide such additional capacity consist of 12,540 
compressor horsepower to be installed in existing and new stations and 220.8 
miles of main line loop as follows: 














Horsepower: 

Compressor Station | Location Horsepower 
No. | 
0 pee 

Sie Ah cisindecuitiekcadacatedl RE Se TORE WONls cnc donnssscesansn en eunchaswsntndgananeden 1, 100 
iE atiecnccctciegnel MUNI: DANII 1. 5st cncasmeoinengetesmsnsaidationduaaaen 2, 640 
Ge CD .nccnmencae I? I, tans acer ene scneeitintiliant abteeamdsinelidanabiaaaa 4, 400 
828 (new) -.......--.-- See DG, DUNES Secccudcntacntsbinninisneatiowienadiebuaiad | 4, 400 
12, 540 












1 All volumes stated herein are on a 14.73 psia pressure base unless specifically shown 
to be on a different pressure base. 
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Main Line Loop: 





Kentucky 
h 





In addition to these main line additions Tennessee proposes to construct 376 
miles of lines required to connect its new gas supplies, 355 miles of which will 
comprise an extension of its system into southeastern Louisiana in order to 
purchase in such area the gas which the five above-named independent pro- 
ducers seek authority to sell.to Tennessee. Such additional lines will vary in 
diameter from 6 to 24 inches. 

Tennessee also proposes to install additional delivery points for the sale of 
gas to East Tennessee, United and Pennsylvania Gas Company. 

The cost of these new facilities is estimated to be $56,001,000. Such estimate 
is based upon Tennessce’s recent experience in constructing similar facilities and 
appears to be reasonable. 

The funds required for the facilities herein proposed will be obtained as a 
part of Tennessee’s overall plan for financing these as well as other facilities 
heretofore authorized by the Commission. Such plan contemplates the sale of 
securities as follows: 





| Amount Proposed date of 


issue 





| 
3%% first mortgage pipeline bonds: | | 
Due 1975 $50, 000, 000 October 1, 1955. 
50,000,000 | October 1, 1957. 
44% debentures: 
25,000,000 | April 1, 1955. 
15,000,000 | July 1, 1956. 
Preferred stock: 
100,000 shares 5.12% Series 10,000,000 | July 1, 1955. 
Common stock: 
135,900 shares—options . 3,070,800 | Various 1955. 





Of the above-listed securities some have already been sold. On April 5, 1955 
Tennessee sold $25,000,000 of 4% debentures due 1975 at a price of 101.25 
(Moody’s Supplements Vol. 26, Pages 1233 and 1413). On June 15, 1955 Tennes- 
see also sold $20,000,000 of 4.9% Series Preferred stock, $10,000,000 of which 
was used for the retirement of the outstanding 5.85% Series. Tennessee has 
thus obtained $35,000,000 of additional funds upon terms better than anticipated 
and has also obtained more advantageous terms on a part of its heretofore out- 
standing preferred. 

Upon the completion of the proposed plan of financing the estimated capitali- 
zation of Tennessee as of December 31, 1957, will be as follows: 


Long-Term Debt: 
First Mortgage Pipe Line 
$429,231,000 Percent 
Debentures 110,058,000 $539,289,000 68 


Preferred Stock 95,700,000 12 
Common Equity 156,028,418 20 


$791,017,418 100 
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It therefore appears that Tennessee’s plan of financing is reasonable and can 
be accomplished. 

The proposed facilities and operations appear to be economically feasible and 
Tennessee stutes that the proposals herein will not require any increase in its 
rates. 

The additional sales proposed herein are as follows: 


New customers: atest one , 
Contract demand: ‘ile} @ ¥,535" - 


National Gas & Oil Corporation 
General service: 
Centerville, Tennessee (Town of) 
Delta Natural Gas Company: 
Berea, Kentucky 
Salt Lick, Kentucky 
Hohenwald, Tennessee (City of) 
Linden, Tennessee (City of) 
New York State Electric and Gas Corporation 
Savannah, Tennessee (City of) 
United Gas Pipe Line Company 
(Coffeeville, Mississippi) 
Present customers : 
Contract demand: 
East Ohio Gas Company (The) 
Equitable Gas Company 
Inland Gas Corporation 
Morehead, Kentucky (City of) 
North Penn Gas Company 
Republic Light, Heat and Power Company, Inc 
Texas Gas Transmission Corporation 
General service: 
Alabama-Tennessee Natural Gas Company 
Berkshire Gas Company (The) (Pittsfield, Massachusetts) -—___ 
Bolivar, Tennessee (Town of) 
Concord Natural Gas Corporation 
East Tennessee Natural Gas Company 
East Tennessee Natural Gas Company (Tennessee Products) ~_- 
Greenwich Gas Company (The) 
Holyoke, Massachusetts Gas and Electric Department (City of) 
Manchester Gas Company 
New Albany and Pontotoc, Mississippi (Cities of) 
New Britain Gas Light Company 
Portland, Tennessee (City of) 
Ripley and Booneville (Cities of) 
and the Town of Baldwynt,. MigRssqcincnnesicmweccaemassae 
Tennessee Natural.Gaea Lines, JAG. sec ennsnciegngquagianenene 5,734 
Western Kentucky Gas Company 
Westfield, Massachusetts Gas and 
Electric Light Dept. (City of) 
Miscellaneous Sales 
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Market Requirements 


As appears from the above tabulation Tennessee proposes service to both new 
and existing markets but by far the greater portion of the additional deliveries 
will be made to meet the increasing needs of existing markets. 

Complete and detailed evidence of the market requirements was submitted 
and the estimates appear to be reasonable. During the hearing The Greenwich 
Gas Company increased its additional requirements by 612 Mcf over the volume 
previously requested. The increase in its maximum contract volume now desired 
by Greenwich is the 1,884 Mcf included in the above tabulation. Tennessee has 
expressed its willingness to provide such increased volume. 

The City of Savannah, Tennessee, also increased its requirements over those 
provided for in its precedent agreement. The increased volume is 1,630 Mcf 
per day rather than the 1,519 Mcf set forth. Tennessee had agreed to supply the 
smaller volume and although it has not stated its willingness to supply the 
larger quantities, the increase is so small we will authorize the delivery of the 
larger volume since such action will not adversely affect service to the other 
customers of Tennessee. 

Not included in the above-stated volumes of gas which Tennessee seeks author- 
ity to sell are the volumes of gas which three interveners currently without 
natural gas service have requested the Commission to allocate to them as follows: 


Estimated 5th 


Intervener year requirements 

saci (Mcf) 
Tae tes TU a sc ensnecdeenie Aa ahaa 146 
NN TIN iii icant cn daca iA ta cla alin lect Hat 495 


Valley Cities Gas Company 


Tennessee has expressed no objection to providing these volumes of gas as 
requested by these interveners if we determine that such deliveries should be 
made. 

As shown above, Tennessee’s proposal here involves the sale of gas to eight 
new customers. It appears from the record that each of the proposed projects 
involving the purchase of natural gas from Tennessee is economically feasible. 

National Gas & Oil Corporation is engaged in distributing gas to communities 
in and around Newark, Zanesville, Roseville and Crooksville in eastern Ohio and 
currently purchases its gas supply from local sources and from Texas Eastern 
Gas Transmission Corporation. National has entered into a precedent agree- 
ment with Tennessee for the purchase of a maximum daily quantity of 4,080 Mcf 
to replace its declining supply from local sources. No significant increase in 
National’s requirements is anticipated. National requires this gas to meet the 
demands upon it this winter and wants deliveries to commence November 1, 1955. 
Tennessee’s main line is advantageously located with respect to National’s market 
area. To effect connection with Tennessee, National will be required to con- 
struct approximately 7 miles of 6-inch line which is estimated at a cost of 
$89,298, to be financed from funds on hand. 

Delta Natural Gas Company now purchases natural gas from Central Ken- 
tucky Natural Gas Company for distribution in four towns in Kentucky. In the 
current proceedings Delta proposes to purchase a maximum of 2,200 Mcf per 
day from Tennessee and expand its operations by constructing distribution sys- 
tems in the towns of Berea and Salt Lick, Kentucky. Requisite approvals have 
been obtained from the Kentucky Public Service Commission. Delta has executed 
contracts for the financing and construction of its project. All of the arrange- 
ments for the financing and construction of Delta’s proposed facilities contem- 
plate the completion of facilities in time to commence service for the coming 
winter. 
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The New York State Electric and Gas Corporation currently purchases a 537 
Btu gas from Semet Solvey Division of Allied Chemical & Dye Corporation for 
distribution in the City of Lockport, New York, and 16 adjacent communities. 
The contract under which the manufactured gas is purchased terminates early 
in 1956 and New York Electric proposes to serve these communities comprising 
the Lockport Division with straight natural gas and has entered into a precedent 
agreement with Tennessee for the purchase of its estimated fifth year require- 
ments of 9,312 Mcf per day. All necessary franchises and local regulatory 
authorizations have been obtained. 

The price for the manufactured gas currently purchased is between 70¢ and 
S80¢ per Mcf (equivalent 1,000 Btu gas). The cost of natural gas to New York 
Electric on a 70% load factor is estimated to be 49¢ per Mcf. The estimated cost 
of conversion, connecting lateral (3,000 feet of 10-inch pipeline) and regulating 
equipment is estimated at $235,000. Of such amount, $65,000 represents the 
cost of constructing the connecting line and the remaining $170,000 is the esti- 
mated cost of converting the consumers’ appliances. Said cost is to be financed 
in conjunction with the company’s overall construction budget which currently 
is between 20 and 25 million dollars. 

The Cities of Hohenwald, Linden, Centerville and Savannah, Tennessee, pro- 
pose to construct municipal distribution systems to initiate natural gas service 
in their respective communities. They propose to purchase gas from Tennessee 
in the amounts shown in the tabulation set forth above. Each town presented 
evidence through an engineering witness pertaining to cost, load growth, and 
feasibility of the projected service. Financing of the respective distribution 
systems will be through the sale of 5% revenue bonds with a 30-year term, 
excepting the City of Savannah which indicates the expectation of the sale of 
20-year 444% bonds. 

The communities of Walnut and Grayson, which are currently without gas 
service, propose to construct distribution systems and presented conventional 
engineering reports on their respective projects. Financing was proposed through 
the issuance of 30-year revenue bonds. 

The Valley Cities Gas Company, a wholly owned subsidiary of the Pennsyl- 
vania and Southern Gas Company, currently supplies 750 Btu propane-air gas 
in the Borough of Towanda, Pennsylvania. Due to high operating costs the 
Valley Cities Company has been operating at a loss for the last three years, and 
the company contends that it will be forced to abandon its service unless it is 
able to obtain a supply of natural gas. 

The evidence indicates that with the supply of natural gas requested the com- 
pany will realize fuel savings of approximately $226,000 in the first year of 
operation with natural gas with increased savings thereafter resulting in a 
profitable return on company operations. Funds for the required connection 
with Tennessee’s main line will be provided by the parent corporation. Tennes- 
see will provide service to these intervening communities on the same basis as 
its proposal to provide service to the other new customers named above. 

As stated above, the facilities herein proposed will provide an increase in 
capacity of 107,610 Mcf per day, thereby increasing the average day design 
capacity to 1,836,000 Mcf and the peak day design capacity to 2,223,579 Mcf. 
The evidence also shows, as hereinafter discussed, the adequacy of Tennessee’s 
gas supply for the utilization of such capacity. This additional capacity will 
enable Tennessee to provide the additional service proposed and. still have 
unallocated capacity of 32,196 Mcf on the average day design basis and 75,847 
Mcf on the peak day design basis. Therefore, Tennessee will have ample capacity 
to meet the fifth year estimated requirements of Walnut, Mississippi, Grayson, 
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Kentucky, Valley Cities Gas Company and the increased requirements of Green- 
wich, Connecticut;:and Savannah, Tennessee, all of which volumes total 1,547 
Mcf on an annual average day basis and still have 30,649 Mcf of additional 
average day design capacity and gas available for sale in the future. 


Gas Supply 


Tennessee presented evidence of its overall system gas supply. ‘Tennessee 
contends, as shown by its reserve estimate, that as of January 1, 1954, it had 
reserves of 11,994,734,000 Mcf. Such volume includes approximately 860,000,000 
Mcf located in the Mississippi River Delta area of southeastern Louisiana and 
approximately 575,000,000 Mcf in Texas, which reserves constitute new gas 
recently contracted for by Tennessee und not heretofore presented to the Com- 
mission. All of the reserves are actually proved by production and other tests 
with the exception of approximately 25% of the estimated new reserves in 
southeastern Louisiana. 

Assuming the continuance of all existing sales contracts beyond their termi- 
nation dates, a leveling of requirements at the 1959 estimated volume after that 
year and elimination of reserves claimed for untested reservoirs, the reserve 
life index of Tennessee is approximately 17.7 years from January 1, 1956. Of 
course, to the extent that gas becomes available from the untested reservoirs, 
the reserve life index will increase. The reserves, therefore, appear to be reason- 
ably adequate for the service proposed. 


The Southeastern Louisiana Extension 


As shown above, Tennessee has contracted for, contingent upon favorable 
action by us on Tennessee’s application in Docket No. G—8805, approximately 
860,000,000 Mcf of new reserves in southeastern Louisiana. To obtain these new 
gas supplies Tennessee must construct approximately 355 miles of lines varying 
in diameter from 24 inches to 6 inches. 

The length and diameter of the various lines comprising the southeastern 
Louisiana extension cannot, Tennessee says, now be determined definitely. The 
area in which this extension will be located is extremely wet and marshy. 
Accordingly, although the proposed location of the so-called 24-inch “backbone 
line” is known with a fair degree of certainty, its exact location is not fixed, 
and hence the length of smaller diameter feeder lines on either side of the 
24-inch line may vary considerably from the estimates. The cost of this line is 
estimated to be $29,953,482. 


The Independent Producers’ Applications 


The five independent producers’ applications involve the gas located in south- 
eastern Louisiana which Tennéssee proposes to obtain through the proposed 
extension. 

Each of the independent producers seeks authority to sell natural gas to 
Tennessee from their reserves in the Mississippi River Delta area of south- 
eastern Louisiana. 

Superior’s application in Docket No. G-8812 seeks authority to sell gas to 
Tennessee from its reserves in the Bayou Penchant and Four Isle Dome Fields 
in Terrebonne Parish, Louisiana. 

California filed two applications which were designated Docket Nos. G-8817 
and G-8818. The application in Docket No. G-8817 proposes the sale to Tennes- 
see of gas from the La Rose and Cut Off Fields in La Fourche Parish, West 
Delta Farms and Little Lake Fields in Jefferson and La Fourche Parishes, Bay 
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Marchand Field (and Offshore), La Fourche Parish, and Dixon Bay, South Pass 
Block 24, Cox Bay, West Black Bay, Main Pass Block 24 and Main Pass Block 
35, Plaquemines Parish, all in the State of Louisiana. 

California’s application in Docket No. G-8818 involves the sale of natural gas 
to Tennessee from the Charenton Field in St. Mary Parish and Gillis English 
Bayou Field in Calcasieu Parish, Louisiana. The contract for the sale of this 
gas is not dependent upon the Commission’s action on Tennessee’s application 
in Docket No. G—8805 as are all of the other applications of the independent 
producers in these consolidated proceedings. Accordingly this application is not 
in the same category as the others. A temporary authorization was granted to 
California in this docket un June 24, 1955. 

Shell's application in Docket No. G—8837 involves the sale to Tennessee of 
natural gas from the Halter Island area of Terrebonne Parish and Main Pass 
Block 35 area, Main Pass Block 69 area and South Pass area in Plaquemines 
Parish, Louisiana. 

Hudson's application in Docket No. G-—8938 involves the proposed sale to 
Tennessee of natural gas from the West Delta Farms Field in La Fourche Parish, 
Louisiana. 

Mapyfield’s application in Docket No. G—8971 involves the sale of natural gas 
to Tennessee from the Amelia Field in Assumption, Terrebonne and La Fourche 
Parishes, Louisiana. 

Tennessee's contracts with all of the independent producers are substantially 
the same. Each is for a 20-year term and each provides for an initial price of 
17¢ per Mcf. The contracts also contain fayored nations and price redetermi- 
nation clauses to which clauses and price several of the intervenors object. 
These will be discussed further. Each of the contracts referred to above, with 
the exception of California’s contract which is the subject of the application in 
Docket No. G-8818, is contingent upon the issuance of a certificate to Tennessee, 
The proposals of the pipeline companies are also dependent upon favorable 
action by the Commission in Docket No. G—8805 since they are dependent upon 
the additional deliveries therein proposed to be made available for their gas 
supplies. 


Interveners’ Objections to Southeastern Louisiana Gas Purchase Contracts 


Six of the interveners herein oppose our granting the applications of the inde- 
pendent producers without further hearing or unless conditions are inserted 
in any certificates issued which conditions would either modify the producer 
contracts or require that new contracts be filed. The protesting interyeners are 
the New York Public Service Commission, The Brooklyn Union Gas Company, 
Consolidated Edison Company of New York, Inc., The Consolidated Natural 
Gas System Companies,? Long Island Lighting Company and Public Service 
Electric and Gas Company. On the last day of the hearing, the Consolidated 
Natural Gas System Companies moved to strike the producer contracts. 

The protesting interveners contend that the southeastern Louisiana reserves 
are not necessary to permit system expansion. It is suggested by these inter- 
veners that additional supplies of natural gas are available in areas transversed 
by Tennessee’s existing facilities. Assuming this to be true, the record does not 
show that Tennessee will be able to purchase such gas in sufficient quantities 
to maintain an adequate reserve life index for its system, and the Commission 


2 The East Ohio Gas Company, Hope Natural Gas Company, The Peoples Natural Gas 
Company, and New York State Natural Gas Corporation. 

3 The East Ohio Gas Company, which is one of the Consolidated Natural Gas System 
Companies, is requesting additional volumes of gas from Tennessee. 
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is not empowered by the Natural Gas Act to negotiate gas purchase contracts 
for the pipeline companies subject to its jurisdiction. 

The record shows that if the southeastern Louisiana reserves are removed 
from Tennessee’s gas reserves, the reserve life index would decrease from the 
approximately 17.7 years to approximately 16.6 years. While such a decrease 
might not be fatal to Tennessee’s system, we believe that the public interest 
requires the maintenance of the reserve life index at the highest permissible 
level. The record indicates that the proposed southeastern Louisiana facilities 
will be located in a potentially productive gas producing ‘region. Hence, the 
facilities will aid Tennessee in maintaining its reserve life index. 

These interveners contend that the initial cost of the southeastern Louisiana 
gas is too high. They offered no evidence respecting the field price of this gas. 
Such price was determined by arms-length bargaining. The cost of constructing 
and operating the proposed southeastern Louisiana extension results in an initial 
high cost for transportation. The cost of transporting the gas in the first year 
is estimated to be 11.3 cents per Mcf,* but such costs will be reduced in future 
years when additional volumes are transported by the facilities (95,490 Mcf 
per day in 1956 and 170,000 Mcf per day in 1969). Further, the facilities will 
permit Tennessee to negotiate for additional gas supplies in the area, which, 
if successful, will permit the transportation of larger volumes at reduced trans- 
portation cost. The initial cost of gas from the proposed southeastern Louisiana 
sources is not so high as to materially affect the overall cost of service of Tennes- 
see. However, our action herein is not to be construed as an approval or dis- 
approval of the 17 cent initial rate. 

These interveners also contend that since the escalator clauses contained in 
the independent producer contracts are of the type which were found not in the 
public interest in the Commission's Order 174-B, issued December 17, 1954, the 
Commission should grant their motion to strike the independent producer con- 
tracts from the record in these proceedings. The clauses complained of can 
only become operative jn the event of a future filing proposing an increase in 
rates over and above the initial rate. Further, in the event of a request for 
future rate increases, the interveners will have adequate opportunity to be 
heard with respect to such proposed increases. 


Contentions of the Coal Interests 


The coal interests,5 interveners in these proceedings, contend that Tennessee 
should not be authorized to make the proposed additional sales to East Tennessee 
for resale to Tennessee Products and Chemical Corporation. They further 
contend that any “ertificate issued to Tennessee should limit the annual volume 
of gas to be sold to the City of Holyoke, Massachusetts Gas and Electric Depart- 
ment. The sale to East Tennessee will be discussed in connection with that 
company’s application in Docket No. G—8899 and the Holyoke sale will be dis- 
cussed at this point. 

Holyoke has a daily contract maximum of 3,774 Mcf under its agreement with 
Tennessee, which volume it seeks to have increased by 1,079 Mcf per day. No 
one objects to such increase in the contract maximum, but the coal interests 
contend that a limitation should be placed upon Holyoke’s use of gas in order 
to prevent its use of gas for boiler fuel. 

We have stated our views from time to time with respect to the use of gas 
for boiler fuel. Holyoke is a small municipal utility and its use of relatively 


4 Exclusive of the 17 cents per Mcf initial rate and one cent gathering tax . 


5 National Coal Association, United Mine Workers of America, Fuels Research Council, 
Inc., and the Anthracite Institute. 











ORDERS 995 


small volumes of off-peak gas under boilers for steam generation has enabled it 
to impreve its load factor and thereby reduce its cost of gas. All savings which 
are thereby effected are passed on directly to the consumer. Accordingly, we 
reject the request that a limitation be placed upon the annual volumes of gas 
to be sold by Tennessee to Holyoke. 


Alabama-Tennessee’s Application in Docket No. G—2534 


The application of Alabama-Tennessee Natural Gas Company (Alabama-Ten- 
nessee) in Docket No. G—2534 was filed on August 6, 1954. By order issued 
January 4, 1955, the Commission authorized Alabama-Tennessee to construct the 
first phase of its project contemplated by its application in Docket No. G—2534. 
Action on the balance of the facilities applied for, comprising 21.2 miles of 12%- 
inch pipeline loop in Colbert County, Alabama, paralleling its existing 10-inch 
main line, was deferred since it was not required at that time. 

Such proposed loop line is now required for the delivery by Alabama-Tennessee 
to its customers, existing and proposed, of the additional volumes of natural gas 
which it will receive from Tennessee. A large number of Alabama-Tennessee’s 
existing customers ® intervened in the proceedings and sought to have Alabama- 
Tennessee’s application in Docket No. G-2534 severed from these proceedings 
because of their contention that such certificate proceeding could only be deter- 
mined properly in conjunction with such company’s rate proceeding in Docket 
No. G-5471. Such motion was denied by our order issued July 7, 1955. These 
customers of Alabama-Tennessee participated in cross-examination of the wit- 
nesses of Alabama-Tennessee but presented no evidence of their own. 

The City of Russellville, Alabama, and the Lawrence-Colbert Counties Gas 
District both intervened in support of the application. Alabama-Tennessee 
proposes to supply these two interveners with their natural gas requirements. 
The Lawrence-Colbert Counties Gas District is presently a customer of Alabama- 
Tennessee but it requires additional volumes of gas to enable it to provide 
natural gas service for the community of Moulton, Alabama. Engineering and 
financing studies were presented by these interveners and their proposals appear 
to be feasible. Moreover, Alabama-Tennessee is willing to make available the 
volumes of gas required by these interveners if it is so authorized. 

Alabama-Tennessee presently has a daily maximum contract quantity of gas of 
49,660 Mcf. The additional volume of 6,390 Mcf per day proposed to be made 
available by Tennessee will increase the contract quantity to 56,050 Mcf. These 
increased volumes of natural gas are required by Alabama-Tennessee to meet 


its requirements for the coming winter including those of Russellville and 
Moulton. 


Although Alabama-Tennessee has no firm financial commitment for the $622,300 
which the proposed facilities are estimated to cost, it has experienced no diffi- 
culty in financing plant additions in the past and the record indicates that it 
will have no difficulty in raising these funds. 


United Application in Docket No. G—8813 


United proposes to construct and operate approximately one mile of 23-inch 
pipeline extending from a connection with Tennessee’s main pipeline to a point 
near the community of Coffeeville, Yalobusha County, Mississippi, together with 
metering and regulating facilities. Such facilities will be used for the sale by 
United to United Gas Corporation for resale by the latter in Coffeeville. The 


6 The Cities of Athens, Decatur, Florence, Hartselle, Huntsville, Shefflield and Tuscumbia, 
Alabama, Corinth and Iuka, Mississippi, and Selmer, Tennessee. 
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estimated cost of the proposed facilities is $12,544, the funds for which will be 
obtained by United from funds which it has on hand. As shown above, Tennes- 
see proposes to provide United with volumes of gas up to 254 Mcf per day, which 
is the estimated fifth year requirement of Coffeeville. 


East Tennessee’s Application in Docket No. G-—8899 


East Tennessee proposes to construct and operate approximately 144 miles of 
81-inch pipeline extending from Tennessee's main pipeline in Hickman County, 
Tennessee, for the sale of gas to the Lyles-Wrigley plant of the Tennessee Prod- 
ucts and Chemical Corporation. These facilities will not be connected to East 
Tennessee's existing facilities and will be used solely for the proposed deliveries 
to Tennessee Products and Chemical Corporation. East Tennessee’s contract 
with this proposed new customer provides for delivery of a firm daily volume of 
728 Mcf and for up to 1,801 Mcf of natural gas per day on an interruptible 
basis. Such supply of gas would be obtained from Tennessee pursuant to an 
agreement providing for deliveries by Tennessee of up to 2,539 Mcf per day. 
East Tennessee also proposes to obtain an additional 17,393 Mcf per day to meet 
the requirements of its existing customers for this coming winter. 

The gas which East Tennessee proposes to sell to Tennessee Products will be 
used in producing charcoal and related hydrocarbons utilized in the synthetic 
chemical industry. Tennessee Products showed in support of its need for a 
supply of natural gas that with natural gas it will be able to obtain better 
temperature control which will enable it to increase its efficiency and upgrade 
its product. The proposed use of gas by Tennessee Products would curtail 
the present use of coal ubtained from its own mines. Tennessee Products will 
continue, however, to use its own fuel to the extent that it considers practicable. 

The Commission further finds: 

(1) Tennessee, Alabama-Tennessee, East Tennessee and United are natural 
gas companies within the meaning of the Natural Gas Act as heretofore de- 
termined. 

(2) Superior, California, Shell, Hudson’ and Mayfield ® are now or will be- 
come, upon the commencement of the sales herein proposed, independent pro- 
ducers of natural gas and are, or will be, engaged, in the sale of natural gas in 
interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission. Each is, therefore, a natural gas company 
within the meaning of the Natural Gas Act. 

(3) The facilities which Tennessee, Alabama-Tennessee, East Tennessee and 
United propose to construct and operate including those of Tennessee in south- 
eastern Louisiana are to be used for the transportation and sale of natural 
gas in interstate commerce and such facilities are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(4) The sales proposed to be made by the independent producers referred 
to in Finding (2) above all as fully set forth in their applications herein will 
be made for resale in interstate commerce, and such sales are therefore subject 


7 The individuals making the application in Docket No. G-8938 are included in this 
finding and are as follows: E. J. Hudson, John B. Baird, V. V. Jacomini, and Harvey 
McLean. 

8 The individuals making the application in Docket No. G-8971 are included in this 
finding and are as follows: M. L. Mayfield, Joseph Lewis, Herbert Herff, E. W. Boyer, 
Trustee, Thomas B. Martindale, Raymond Pearson, Stark Hickey,.Turner A. Summers, 
Rudy Fick, Hiwan Oil and Gas Company (a Delaware corporation), Heckethorn Manufac- 
turing & Supply Cempany (a Colorado corporation). 
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to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(5) Tennessee, Alabama-Tennessee, East Tennessee and United are each able 
and willing properly to do the acts and to construct and operate the facilities 
proposed and to conform to the provisions of the Natural Gas Act, and the re- 
quirements, rules, and regulations of the Commission thereunder. 

(G) The independent producers referred to in Finding (2) above are each able 
and willing properly to do the acts and to perform the services proposed and 
to conform to the provisions of the Natural Gas Act, and the requirements, rules 
and regulations of the Commission thereunder. 

(7) The construction and operation of the facilities proposed by the several 
applicants referred to in Findings (1) and (2) above and the services proposed 
by them as set forth in their respective applications, as amended, are required 
by the public convenience and necessity and certificates therefor should be issued 
as hereinafter ordered, upon the terms and conditions contained in this order, 
which terms and conditions are reasonable and required by the public convenience 
and necessity. 

(8) Good cause exists, and it is appropriate in carrying out the provisions of 
the Natural Gas Act, to deny the aforesaid motion to strike the independent 
producer contracts. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Tennessee to construct and operate the facilities here- 
inbefore referred to, including those in southeastern Louisiana, which are more 
fully described in its application in Docket No. G—8805, as amended, for the 
transportation and sale of natural gas as hereinafter set forth, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) As a condition attached to the exercise of the rights granted under the 
certificate issued in Paragraph (A) herein, Tennessee shall sell and deliver to 
the companies named below the following maximum daily volumes of natural 
gas: 


New customers: Mazimum daily quantity 
Contract demand: (Mcf @ 14.78 psia) 


National Gas & Oil Corporation 
General service: 
Centerville, Tennessee (Town of) 938 
Delta Natural Gas Company: 
Berea, Kentucky 2,000 
Salt Lick, Kentucky 200 
Hohenwald, Tennessee (City of) 1,162 
Linden, ‘Tennessee (City of) 540 
New York State Electric and Gas Corporation 9,312 
Savannah, Tennessee (City of) 1,630 
United Gas Pipe Line Company (Coffeeville, Mississippi) 254 
Present customers: 
Contract demand: 
East Ohio Gas Company (The) 25,500 
Equitable Gas Company 5,100 
Inland Gas Corporation 15,300 
Morehead, Kentucky (City of) 204 
North Penn Gas Company 16,320 
Republic Light, Heat and Power Company, Inc. ~-------~--- 5,508 
Texas Gas Transmission Corporation 





998 FEDERAL POWER COMMISSION 


Present customers—Continued of ; ; 
Generul service: MCMes @ 478 peta ag 
Alabama-Tennessee Natural Gas Company 6,390 
Berkshire Gas Company (The) (Pittsfield, Massachusetts) —_- 466 
Bolivar, Tennessee (Town of) 248 
Concord Natural Gas Corporation 225 
East Tennessee Natural Gas Company 17,393 
East Tennessee Natural Gas Company (Tennessee Products) _- 2,539 
Greenwich Gas Company (The) 1,884 
Holyoke, Massachusetts Gas and Electric Department (City of) 1,079 
Manchester Gas Company 379 
New Albany and Pontotoc, Mississippi (City of) : 311 
New Britain Gas Light Company 370 
Portland, Tennessee (City of) 77 
Ripley and Booneville (Cities of) and the Town of 
GRINS; WOM, nance sai pipaaeiiaein tate bdcoteedsabtrediemtaich 104 
Tennessee Natural Gas Lines, Inc. __-----_-_---_-_-______- = 5,734 
Western Kentucky Gas Company 1,656 
Westfield, Massachusetts Gas and Electric Light Dept. (City of) 649 


Subtotal 
Interveners : 
Grayson, Kentucky (City of) 
Walnut, Mississippi (Town of) 
Valley Cities Gas Company 


144,470 


(C) Certificates of public convenience and necessity be and the same are 
hereby issued authorizing Alabama-Tennessee, East Tennessee and United to 
construct and operate the facilities hereinbefore referred to, which are more 
fully described in their applications in Docket Nos. G—2534, G--8899 and G-8813, 
respectively, as amended, for the transportation and sale of natural gas therein 
set forth, including the proposed sales of Alabama-Tennessee to the City of 
Russellville, Alabama, and to the Lawrence-Colbert Counties Gas District, subject 
to the terms and conditions of this order. 

(D) Certificates of public convenience and necessity be and the same are 
hereby issued to the independent producer applicants referred to in Finding (2) 
above authorizing the sales of natural gas by them to Tennessee as herein set 
forth, together with the construction and operation of any facilities subject 
to the jurisdiction of the Commission necessary therefore, and as more fully 
described in their respective applications, subject to the terms and conditions 
of this order. 

(E) The certificates issued in Paragraphs (A), (C), and (D) hereof shall 
be accepted in writing under oath by a responsible official of the respective 
Applicants within 30 days from the issuance of this order. 

(F) The certificate issued to each of said Applicants is not transferable and 
shall be effective only so long as each of said Applicants continues the acts or 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, and the applicable rules, regulations and orders of the Commission. 

(G) The grant of the certificates herein shall not be construed as a waiver 
of the requirements of Section 4 of the Natural Gas Act, or of Section 154 of the 
Commission’s Rules and Regulations thereunder requiring the filing of rate 
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schedules for the service herein authorized; and is without prejudice to any. 
findings or orders which have been or may hereafter be made by the Commission 
in any proceeding now pending or hereafter instituted by or against the Ap- 
plicants. Further, our action in this proceeding shall not foreclose nor prejudice 
any future proceeding or objection relating to the operation of any price or 
related provision in the gas purchase contracts herein involved. 

(H) The general terms and conditions set forth in paragraphs (1), (2), 
(3) (i), (8) (ii), (3) (ill), (38) (iv), and (5) of Section 157.20 of the Commis- 
sion’s Rules and Regulations, including the Rules of Practice and Procedure, shall 
attach to the issuance of the certificate granted in paragraphs (A) and (C) 
hereof, and to the exercise of the rights granted thereunder. 

(I) All of the facilities authorized in Paragraphs (A) and (C) above, shall 
be constructed and placed in actual operation on or before October 1, 1956. 

(J) The aforesaid motion to strike the producer contracts, be and the same 
hereby is denied. 


Order further amending license (major) and dismissing application 
jor amendment of license 


Manti City Corp. 
Project No. 1574 
September 26, 1955 


Application was filed August 22, 1955—superseding one filed February 18, 
1955—by Manti City Corporation, licensee for major Project No. 1574, located 
on Manti Creek in Sanpete County, Utah, and affecting public lands of the 
United States and lands of the United States within the Manti National Forest, 
for amendment of the license for the project to authorize the installation of 
7,588 feet of 10-inch steel pipe and the construction of a new intake or collection 
box at the head of the penstock, which work has been completed. 

Applicant states that the changes are necessary to provide additional pen- 
stock capacity to increase the power production. 

No additional lands of the United States are affected by the new project works. 

The Commission finds: 

(1) The pending February 18, 1955, application for amendment of the license 
for the project should be dismissed. 

(2) The license, further amended as hereinafter provided, will not alter any 
of the basic facts upon which the license was issued. 

(3) Exhibit K & L (FPC No. 1574-4) (designated in the application as Ex- 
hibit X)—showing the pipeline in place and details of the intake box—which 
was filed as part of the application and supplements Exhibits J, K, and L 
(FPC Nos. 1574-2 and -3), now part of the license for the project, conforms 
to the Commission’s rules and regulations, and should be approved as part of 
the license for the project. 

The Commission orders: 

(A) The pending February 18, 1955 application for amendment of the license 
for Project No. 1574 is dismissed. 

(B) Exhibit K & L (FPC No. 1574-4) is approved as part of the license for 
the project. 

(C) The license for Project No. 1574—which was issued September 3, 1940, 
to Manti City Corporation and subsequently amended—is further amended, 
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effective as of September 1, 1955, to provide for the inclusion therein of a pipeline 
and intake box and to incorporate in the license an exhibit showing said project 
works; said amendment being: 

Paragraph I. Article 2 of the license is amended by: 

(i) Including the following exhibit in Paragraph A thereof: 

Echibit K é L: (FPC No. 1574-4) Map and plan showing location and details 
of recently constructed pipeline and intake box—received by the Commission on 
August 22, 1955; 

(ii) Changing the description of the project works in Paragraph C thereof 
by including therein the said new project works, so that said paragraph shall 
read as follows: 

C. All project works, consisting principally of: (1) a main pipeline used to 
convey the water of a number of springs at the headwaters of Manti Creek 
to the powerhouse, the water of the springs being diverted by pipelines to col- 
lecting boxes; (2) a 530-horsepower water wheel overhung on a 500-kva gen- 
erator; and (3) a 2,300-volt transmission line 9,650 feet long connecting the new 
powerhouse with the old power plant located about a mile and a half down the 
canyon; which project works occupy 89,08 acres, exclusive of transmission-line 
right-of-way, of which 88.33 acres are within the Manti National Forest and 
0.746 acre is on vacant public land, the transmission line being 1.828 miles long, 
of which 0.935 mile occupies a right-of-way 100 feet wide across vacant public 
lands; the location and character of the project works being more fully shown 
and described by the exhibits hereinbefore specified. 

The horsepower capacity authorized to be installed in the project is 530 
horsepower. 

Paragraph II, This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect, and shall not in any way con- 
stitute a waiver of any other part, provision or condition of the license as 
heretofore amended. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned 
to the Commission within 60 days from the date of issuance of this order. 


Order issuing license (major) 
Consolidated Water Power Co. 
Project No. 2110 


September 26, 1955* 


An application was filed on June 19, 1952, and later supplemented on May 18, 
1953, by Consolidated Water Power Company, of Wisconsin Rapids, Wisconsin, 
for a license under the Federal Power Act (hereinafter referred to as the Act) 
for constructed major Project No. 2110, known as the Stevens Point project, 
located on the Wisconsin River, a navigable water of the United States, in 
Portage County, Wisconsin, and affecting public lands of the United States. 


*Order modified on rehearing and rehearing otherwise denied by order issued November 
21, 1955, infra, p. 1114. 
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The project, which was constructed and placed in operation in 1846, and 
acquired by the applicant in 1926, consists of: 

(a) All lands constituting the project area and enclosed by the project bound- 
ary or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands 
or interest therein are owned or held by the Applicant or by the United States; 
such project area and project boundary being more specifically shown and 
described by certain exhibits which formed part of the application for license 
and which are designated and described as follows: 

Evhibit J: Drawing No. MS-144 (FPC No. 2110-2) showing general loca- 
tion of project. 

Exhibit K: Drawings Nos. MS-145 through 150 (FPC Nos. 2110-3 through 
-8), showing project boundary. 

(b) All project works consisting principally of a concrete dam extending about 
1,390 feet across the river and composed of a powerhouse section, a gated 
spillway section, and a non-overflow section, flanked on the left bank by a 
concrete gravity wall about 1,022 feet long and an earthen embankment about 
1,490 feet long, and on the right bank by an earthen embankment about 2,600 
feet long, a concrete overflow weir about 2,000 feet long (across Rocky Run) ; 
a powerhouse containing six 1,140-horsepower turbines operating under a gross 
head of about 18 feet, each connected to a 640-kilowatt generator; a substation ; 
a transmission line about 2% miles long extending from the substation to the 
Wisconsin River Tee and appurtenant facilities; the location, nature and char- 
acter of which project works are more specifically shown and described by the 
exhibits hereinbefore cited and by certain other exhibits which also formed 
part of the application for license and which are designated and described 
as follows: 

Echibit L: Drawings Nos. MS-151 through -155 (FPC Nos. 2110-9 through 
-13) showing general design of powerhouse and dams; and 

Echibit M: Two typewritten sheets of general descriptions and specifications 
of equipment, signed April 15, 1952. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as a part of the project is 
approved or acquiesced in by the Commission ; also, all riparian or other rights, 
the use or possession of which is necé@ssary or appropriate in the maintenance 
and operation of the project. 

The Secretary of the Army and the Acting Chief of Engineers have approved 
the plans of the project structures insofar as the interests of navigation are 
“concerned. 

An Assistant Secretary of the Interior has reported that the Department has 
no objection to the issuance of a license for the project. 

On December 23, 1937, the Commission ordered an investigation, under Docket 
No. IT-5501, of the maintenance and operation of hydroelectric power develop- 
ments (including this project) not under license from the Federal Power Com- 
mission and located on streams over which Congress has jurisdiction under its 
authority to regulate commerce with foreign nations and among the several 
states; and by supplemental order entered February 16, 1938, that investigation 
was extended to occupancy of lands of the United States. 

The decision of the Circuit Court of Appeals for the 7th Circuit in Wisconsin 
Public Service Corporation v. Federal Power Commission (147 F. 2d 743), 
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certiorari denied by the United States Supreme Court (325 U. S. 880), affirmed 
the Commission’s finding therein that the Wisconsin River is a navigable water 
of the United States throughout its entire length. 

The Commission finds: 

(1) Applicant is a corporation organized under the laws of the State of 
Wisconsin and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the 
purposes of a license for the project. 

(2) No conflicting application is on file with the Commission. Public notice 
has been given as required by the Act. 

(3) The project does not affect any Government dam, nor will the issuance 
of a license therefor, as hereinafter provided, affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(4) The project will be located upon a navigable water of the United States 
and will occupy lands of the United States. 

(5) Under present circumstances and conditions and upon the terms and 
conditions hereinafter imposed, the project is best adapted to a comprehensive 
plan for improving and developing the Wisconsin River for use and benefit ef 
interstate or foreign commerce for the improvement and utilization of water- 
power development and for other beneficial public uses, including recreational 
purposes. 

(G) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative an- 
nual charge is 5,120 horsepower, and the energy generated thereby is used for 
public utility and industrial purposes. 

(7) The amount of annual charges to be paid under the license for the purpose 
of reimbursing the United States for the costs of administration of Part I of 
the Act and for recompensing it for the use, occupancy, and enjoyment of its 
lands is reasonable as hereinafter fixed and specified. 

(8) The maps, plans, and specifications designated and described in para- 
graphs (a) and (b) above conform to the Commission's rules and regulations 
and should be approved as part of the license for the project. 

(9) The 2.3/44 kilovolt, 3,750-kilovolt-ampere step-up substation at the Stevens 
Point hydroelectric plant and the 244 mile, 44-kilovult transmission line from 
the applicant’s Stevens Point substation to Wisconsin River Tee are primary 
transmission facilities within the meaning of Section 3 (11) of the Act, and 
therefore, are within the licensing authority of the Commission: The licensee 
should file within one year from the date of issuance of the license supplemental 
Exhibits F and K in accordance with the Commission’s Rules and Regulations 
to describe and show these facilities. 

The Commission orders: 

(A) This license is issued to the Consolidated Water Power Company under 
Section 4 (e) of the Act for a period effective January 1, 1938, and terminating 
June 30, 1970, for the operation and maintenance of Project No. 2110 located 
upon the Wisconsin River, a navigable water of the United States, and affecting 
unsurveyed lands of the United States, subject to the terms and conditions of 
the Act which is incorporated by reference as a part of this license, and subject 
to such rules and regulations as the Commission has issued or prescribed under 
the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-5, December 15, 1953, entitled “Terms and Conditions of License for 
Constructed Major Project Affecting Navigable Waters and Lands of the United 
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States, 17 F. P. C. 110, except for Articles 6, 10, 11, 12, 13, 18, 19, 29, and 21 thereof, 
which terms and conditions are attached hereto and made a part hereof; and 
subject to the following special condition set forth herein as additional article: 

Article 27: The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act one (1) cent per horsepower on the authorized 
installed capacity (5,120 horsepower) plus two and one-half (2%) cents per 
1,000 kilowatt-hours of gross energy generated by the project during the calendar 
yéar for which the charge is made; and 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, $12.80. 

(C) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(D) The Licensee shall, within one year from the date of issuance of this 
license, file with the Commission supplemental Exhibits F and K in accordance 
with the Commission’s Rules and Regulations to describe and show the trans- 
mission facilities mentioned in finding (9) above. 

(E) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Act, and failure to file such an application shall constitute acceptance of 
this license. In acknowledgment of the acceptance of this license, it shall be 
signed for the Licensee and returned to the Commission within 60 days from 
the date of issuance of this order. 


Order denying application for rehearing, reconsideration 
and modification of Commission’s order 


Edward O. Boshell 
Docket No. ID-1107 
September 26, 1955 


On April 19, 1955, Edward O. Boshell (Applicant) filed application pursuant 
to Section 305 (b) of the Federal Power Act seeking authority to hold the 
position of Director of H. M. Byllesby and Company in addition to the positions 
then held as Director, Chairman of the Executive and Finance Committee of 
Duquesne Light Company and Director of Westinghouse Electric Corporation 
as heretofore authorized by the Commission. Applicant attached, as an exhibit 
to this application, a letter from H. M. Byllesby and Company addressed to the 
Federal Power Commission, stating that it, would agree that during the period 
that Applicant served as an officer or director of H. M. Byllesby and Company, 
it would not underwrite or participate in the marketing of securities of a 
public utility of which the Applicant is an officer or director. 

By letter of the Commission dated June 22, 1955, Applicant was requested to 
supplement his application by responding to certain questions propounded in the 
Commission’s letter. In the Commission’s request it was pointed out that in 
1940 the Securities and Exchange Commission Jn the Matter of H. M. Byliesby 
and Company and The Byllesby Corporation (6 S. E. C. 689), refused to exempt 


either of these companies from the Public Utility Holding Company Act, stating 
in its opinion that: 
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It is clear that as of November 9, 1936, Byllesby by virtue of the direct 
ownership of 330,000 shares of common stock, series B, of Standard Power, 
which enabled it to elect a majority of the board of directors of Standard 
Gas, effectively controlled the latter company and all of its subsidiaries. 
[which included Duquesne Light Co.] The ownership of such stock also 
enabled it, in conjunction with the bankers, to control Standard Power. 
Under these circumstances, the Act required that Byllesby register as a 
holding company. 

It was pointed out that on March 13, 1953, the Securities and Exchange 
Commission issued an order (Holding Company Act Release No. 11765) ap- 
proving plans filed pursuant to Section 11 (e) of the Public Utility Holding 
Company Act regarding the Standard Gas and Electric Company System and 
that as a condition to this order it provided: 

That prior to the distribution by Standard of the shares of common 
stock of Duquesne, pursuant to Step II of the Standard plan, Standard 
shall secure from Duquesne a commitment, in a form satisfactory to and 
to be filed with the Commission, that Duquesne and its subsidiaries, con- 
sidered as a unit, shall not at any time after Duquesne ceases to be a sub- 
sidiary in the Power holding company system have, as an officer or director, 
a person who shall then be an officer or director of any other company 
presently or formerly in the holding company system of Power. 

and in its opinion stated that: 

Such a commitment would prevent interlocking relationships between 
Duquesne’s management and the management of companies now or formerly 
members of the Power holding company system. 

Applicant's attention was directed to the fact that the commitment was filed 
with the Securities and Exchange Commission and that the Securities and Ex- 
change Commission order was submitted to the United States District Court 
for the District of Delaware for enforcement. The District Court issued its 
order on April 20, 1958, Civil Action 1497, and the Court’s order enjoins any 
action inconsistent with the plan approved by the Securities and Exchange 
Commission. 

Applicant was requested to submit as a supplement to his application, a 
showing as to the cunsistency of the holding of interlocking positions between 
Duquesne Light Company and H. M. Byllesby and Company with: (1) the 
purpose and the intent of the plan approved by the Securities and Exchange 
Commission and the terms of the Court order of April 20, 1953, referred to above; 
and (2) the purpose to. prevent the recreation of “spheres of influence” not in 
harmony with the conception of the public interest embodied in the Public 
Utility Act of 1935 as a whole. 

On June 30, 1955, Applicant filed a supplement to his application in response 
to the Commission's request and on July 27, 1955, filed additional supplemental 
information. After consideration of all these matters the Commission on 
August 8, 1955 issued its order denying the Applicant authorization to hold 
the position as Director of H. M. Byllesby and Company. 

Applicant on August 25, 1955, filed an application for rehearing, reconsidera- 
tion and modification of the order issued August 8, 1955, stating that he desires 
to present evidence and information that he believes was not known or thoroughly 
understood by the Commission at the time of issuing this order. On September 12, 
1955, Applicant filed as a supplement to his application for rehearing a copy of a 
resolution passed by the Board of Directors of H. M. Byllesby and Company 
declaring that it will not underwrite or participate in the marketing of se- 
curities of any public utility within the meaning of the Federal Power Act so 





ORDERS 1005 


long as any director or officer of H. M. Bylesby and Company is a director or 
officer of such public utility. The resolution, however, is merely a resubmittal 
of the proposal contained in the application and heretofore considered by the 
Commission as indicated in its order of August 8, 1955 denying the application. 

The Commission finds: 

No new facts or principles of law have been assigned by the Applicant which 
either were not fully considered by the Commission prior to its order of August 8, 
1955 herein, or having been considered, warrant rehearing, modification, or re- 
vocation of said order. 

The Commission orders: 

The application for rehearing is hereby denied. 

Commissioner Digby dissenting. 

Upon the adoption by the Commission of its original order in this proceeding, 
I did not file a statement disclosing my position. However, it was my position 
at that time in discussing the matter with the Commission and it is my present 
position that an order permitting the applicant to hold interlocking directorates 
should be granted but conditioned in such a way as to completely comply with 
the terms and purposes of Section 305 (b) of the Federal Power Act and in 
such a way as to fully protect the public interest. This applicant states that 
he is “informed and believes that the Board of Directors of H. M. Byllesby 
and Company will discontinue the underwriting and participation in the market- 
ing of securities of any public utility within the meaning of the Federal Puwer 
Act so long as any of its directors or officers are directors or officers of any 
public utility.” In connection with the application for rehearing, the applicant 
filed a certified copy of a resolution of the Board of Directors of H. M. Byllesby 
and Company, the purpose of which was to confirm and carry out the repre- 
sentations of the applicant above quoted. 

The prohibition contained in Section 305 (b) of the Federal Power Act is 
not unconditional and vests in the Commission the authority and responsibility 
of exercising its discretion, recognizing, of course, the protection of the public 
and private interest as the Commission’s primary responsibility. 

It is my view that an order approving this application could have been con- 
ditioned in such a manner as to make it impossible for the action to adversely 
affect the public or private interest. It is also my view that refusing to grant 
such a limited and conditioned authorization amounts to an unwarranted and 
unnecessary governmental interference in business management. 


Order affirming ruling of presiding examiner 


Stanolind Oil and Gas Co., Continental Oil Co., Mississippi River Fuel Corp. 


Docket Nos. G—-8697, G-8696, G-9097 
September 28, 1955 


At the hearing of these consolidated proceedings on September 27, 1955, 
Stanolind Oil and Gas Company (Stanolind) and Continental Oil Company 
(Continental) made inquiry of the Presiding Examiner concerning their status 
as parties in the proceedings Jn the Matter of Mississippi River Fuel Corporation, 
Docket No. G-9097. Stanolind and Continental asserted that neither had been 
served by the Secretary of the Commission, in accordance with the Rules of 
the Commission, with a copy of the Petition for Declaratory Relief filed by 
Mississippi River Fuel Corporation (Mississippi) in Docket No. G-9097. The 
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Presiding Examiner has certified to the Commission the portion of the transcript 
of the proceedings reflecting the inquiry made by Stanolind and Continental. 

The record shows that both Stanolind and Guntinental were served by Missis- 
sippi with a copy of the petition. The record also shows that upon request of 
Stanolind and Continental a continuance was granted by the Commission’s order 
issued July 15, 1955, to enable Stanolind and Continental to adequately prepare 
to meet the issues raised by the petition served by Mississippi. Both Stanolind 
and Continental thereafter answered the petition, served copies of their answers 
upon all participants, including Staff Counsel, and filed their answers with 
the Commission, 

The Presiding Examiner ruled that Stanolind and Continental were parties 
Respondent to the proceeding In the Matter of Mississippi River Fuel Cor- 
poration, Docket No. G—9097. 

Continental also made inquiry in these proceedings on September 27, 1955, 
whether the order of the Commission issued on September 13, 1955, denying 
motions by Stanolind and Continental to dismiss and sever proceedings, in- 
cluded the motion by Continental dated July 29, 1955, but docketed by the 
Commission on August 1, 1955. 

The Commission finds: 

(1) Stanolind and Continental have become parties Respondent to the pro- 
ceedings In the Matter of Mississippi River Fuel Corporation, Docket No. G-9097, 
by filing their answers. and otherwise participating in these proceedings. 

(2) The order of the Commission issued on September 13, 1955, in these 
foregoing designated dockets denying motions to dismiss and to sever proceedings 
included the denial of the motion by Continental dated July 29, 1955, but docketed 
August 1, 1955. 

The Commission orders: 

The ruling of the Presiding Examiner Jn the Matter of Mississippi River 
Fuel Corporation, Docket No. G—9097, that Stanolind Oil and Gas Company and 
Continental Oil Company are parties Respondent in said proceeding be and 
the same is hereby affirmed. 


Order amending order issued September 2, 1952 
Mississippi River Fuel Corp. 
Docket No. G—1932 


September 80, 1955 





The Commission on September 2, 1952, 11 F. P. C. 1219, issued its findings and 
order issuing certificates of public convenience and necessity, directing inter- 
connection of the natural gas transportation facilities and sale of natural gas, 
and permitting and approving abandonment of the natural gas facilities and 
service, In the Matters of Mississippi River Fuel Corporation, Docket Nos. G—1281, 
G-1454, G-1490, G-1505, G—-1510, G-1524, G-1653, G-1755,. and .G-—1932 ; St. Charles 
Gas Corp., Docket No. G—1739; Arkansas Louisiana Gas Company, Docket No. 
G-1797 ; and Interstate Natural Gas Company, Inc., and Hope Producing Com- 
pany, Docket No, G—1822 (hereinafter referred to as the “Order. Issued Sep- 
tember 2, 1952”’). 

By the Order Issued September 2, 1952, the Commission, among other things, 
issued a certificate of public convenience and necessity in. Docket No. G-1932 
authorizing Mississippi River Fuel Corporation (Mississippi) to construct, re- 
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locate, and operate certain natural gas transmission facilities designed to in- 
crease Mississippi’s system sales capacity by approximately 50,000 Mcf per day, 
upon the condition, among others, that it establish physical interconnections 
of its natural gas transmission pipeline facilities in Madison and St. Clair 
Counties, Illinois, with the then proposed natural gas facilities of St. Charles 
Gas Corp. (Gas Corporation) and the Village of Dupo, St. Clair County, Illinois 
(Dupo), and from the capacity to be added by Mississippi's facilities, sell and 
deliver, unless otherwise ordered by the Commission, up to 1,550 Mecf of natural 
gas per day to Gas Corporation for distribution and resale in the City of St. 
Charles and its environs, St. Charles County, Missouri, and up to 915 Mef of 
natural gas per day to Dupo for distribution and resale in that Village and 
its environs. 

Mississippi has been and is selling and delivering natural gas to Gas Cor- 
poration and Dupo pursuant to and in accordance with the Order Issued 
September 2, 1952, and Mississippi’s FPC Gas Tariff, Original Volume No. 1, 
particularly the Schedule of Stated Demands and Rate Schedule F-1 thereof. 
Under the present form of such Schedule, as made effective in 1953,1 Mississippi 
is obligated to deliver on each day the quantities of natural gas set forth for its 
respective utility-customer buyers in the said Schedule of Stated Demands on 
file from time to time as a part of its FPC Gas Tariff. 

On May 31, 1955, Mississippi filed with the Commission proposed Fourth 
Revised Sheet No. 25 to Mississippi's FPC Gas Tariff, Original Volume No. 1, 
being a Schedule of Stated Demands which proposed an adjustment upward of 
the Stated Demands of certain resale customers of Mississippi as therein set 
forth, including an increase to 2,000 Mcf per day in the Stated Demand ap- 
plicable to Gas Corporation and to 450 Mcf in the Stated Demand applicable 
to Dupo. Mississippi submitted in support of that filing, as supplemented June 1, 
1955, among other data, copies of letters wherein all of Mississippi’s resale 
customers agreed to the proposed changes as required by Section 11 (b) of the 
General Terms and Conditions of said Tariff, and, also, copies of letters from the 
State Commissions of Arkansas, Illinois, and Missouri, expressing their ap- 
proval of the proposed changes and recommending favorable action thereon by 
this Commission. 

The Commission on June 9, 1955, by letter, advised Mississippi that its proposed 
Fourth Revised Sheet No. 25 to its FPC Gas Tariff, Original Volume No. 1, had 
been accepted for filing and that it would take effect October 1, 1955 subject 
to the condition that there be requested and obtained from the Commission an 
amendment of Mississippi’s outstanding certificate authorization to permit the 
sale and delivery of 2,000 Mcf of natural gas per day to Gas Corporation. 

On September 13, 1955, Mississippi filed a petition herein requesting that the 
Commission amend its Order Issued September 2, 1952, to provide that the 
certificate of public convenienee and necessity issued to Mississippi in Docket 
No. G-1932 authorize and permit Mississippi to sell and deliver 2,000 Mcf of 
natural gas per day to Gas Corporation. The petition has been served upon the 
parties in Docket No. G—1932. No protests or objections have been filed. 

Upon consideration of such petition by Mississippi, its currently effective FPC 
Gas Tariff, its tariff filing and the data submitted therewith on May 31 and June 1, 
1955, the Commission’s action thereupon, the Order Issued September 2, 1952, and 
the whole record herein, good cause exists to delete from the Order Issued Sep- 
tember 2, 1952, the specific limitations applicable to Mississippi's sales to Gas 
Corporation and Dupo, and, in lieu thereof, to authorize and provide for firm 


1 By the Commission’s Opinion No. 253 and order issued June 3, 1953, In the Matter o, 
Mississippi River Fuel Corporation, Docket No. G-2153, 12 F. P. C. 151. 





1008 FEDERAL POWER COMMISSION 


sales by Mississippi of such daily quantities of natural gas as are set forth 
for Gas Corporation and Dupo, respectively, in the Schedule of Stated Demands 
on file with the Commission and in effect from time to time as a part of Missis- 
sippi’s FPC Gas Tariff. No good reason presently exists which necessitates 
continuation of the limitation upon the demand requirements as contained in our 
Order Issued September 2, 1952 with respect to Gas Corporation and Dupo. 
It appears reasonable and proper, and we so find, to place ali of Mississippi’s 
existing utility-customers having Stated Demands upon an equal status and 
permit recourse by all to the provisions of Mississippi's FPC Gas Tariff. 

Upon consideration of the foregoing and the entire record, the Commission 
further finds: 

Good cause exists for amending, as hereinafter provided and ordered, the 
Order issued September 2, 1952. Such action is reasonable, appropriate and in 
the public interest in carrying out the provisions of the Natural Gas Act, and 
required by public convenience and necessity. 

The Commission orders: 

(A) Subdivisions (a) and (b) of subparagraph (D) (1) of the aforesaid 
Order issued September 2, 1952, be and the same are hereby deleted therefrom, 
and, in lieu thereof, the following is hereby inserted: 

Namely, such daily quantities of natural gas as are set forth for Gas Cor- 
poration and Dupo, respectively, in the Schedule of Stated Demands on file 
with the Commission and in effect from time to time as a part of Mississippi’s 
FPC Gas Tariff. ‘ 

(B) In all other respects, the authorizations and conditions set forth in, and 
the exercise of rights granted by, the said Order Issued September 2, 1952, as 
heretofore amended, shall continue in full force and effect. 

(C) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission in any proceeding now pending 
or hereafter instituted. 


Findings and order issuing certificate of public convenience and necessity 
The Ohio Fuel Gas Co. 
Docket No. G-9207 
October 8, 1955 


The Ohio Fuel Gas Company (Applicant), an Ohio corporation, with its prin- 
cipal place of .business at Columbus, Ohio, filed an application on August 8, 
1955, for a certificate of public convenience and necessity pursuant to Section 7 
of the Natural Gas Act, authorizing construction and operation of transmission 
facilities necessary to serve increased gas requirements in its Barnesville-St. 
Clairsville, Ohio, retail market area, including extension of retail service to the 
Village of Salesville, Guernsey County, Ohio, as hereinafter described, subject 
to the jurisdiction of the Commission, all as more fully represented in the 
application. 

Applicant proposes to provide additional pipeline capacity for the Barnesville- 
St. Clairsville area by the construction of extensions to its existing transmission 
line O-1463 between Barnesville and Bethesda, Ohio. The extensions will consist 
of approximately 4.3 miles of 85% inch O. D. pipeline in two sections. Applicant 
also plans to transfer approximately 3.1 miles of line O-1124 from low pressure 
to high pressure service in conjunction with the proposed operation of line 
0.1463. 
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Applicant further proposes, in response to a request by the Village of Salesville 
and the Public Utilities Commission of Ohio, to provide retail distribution service 
in the Village of Salesville, Ohio. The facilities necessary to initiate this service 
to Salesville will consist of approximately 100 feet of 2-inch line, connecting line 
O-1463 with a town border measuring and regulating station and distribution 
facilities in the village. The peak day market requirements for Salesville are 
estimated to be 63 Mcf, 76 Mcf, and 84 Mef, respectively, in the first three years 
of service. 

The estimated cost of installation of the 4.3 miles of new 8%inch pipeline is 
$93,000 including $100 for the 2-inch branch line necessary to serve the Village 
of Salesville, together with valves, fittings and other necessary facilities for 
practical operation. Columbia Gas System, Inc., Applicant’s parent company, 
will provide such financing as is necessary in connection with the construction 
proposed herein. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 23, 1955, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 

The Commission finds: 

(1) The Ohio Fuel Gas Company (Applicant) is a “natural-gas company,” 
within the meaning of the Natural Gas Act as heretofore found by the Com- 
mission in its order of August 21, 1945, in Docket No. G-371, 4 F. P. C. 1033. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission as an integral part of Applicant’s existing pipeline system, 
and the construction and operation thereof by Applicant are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3). (ili), (3) (iv), and (5) of 
Section 157.20 of the Commission’s General Rules and Regulations, including 
the Rules of Practice and Procedure, should attach to the issuance of the cer- 
tificate referred to in paragraph (5) above, and to the exercise of the rights 
granted thereunder, and that the time within which construction of facilities 
authorized by this order should be completed and said facilities should be placed 
in actual operation should be fixed at 4 months from the date on whick this 
order issues. 

(6) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 





1010 FEDERAL POWER COMMISSION 


before described, all as more fully described in the application in this proceeding, 
for the transportation of natural gas as therein set forth, upon the terms and 
conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (8) (iii), (8) (iv), and (5) of Section 157.20 of the 
Commission’s General Rules and Regulations, including Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and said facilities shall be placed in actual operation as provided by 
paragraph (2) of said Section 157.20 of the Commission’s rules is hereby fixed 
at 4 months from the date on which this order issues. 


Findings and order issuing certificate of public convenience and necessity 
and permitting abandonment of facilities* 


Kansas-Nebraska Natural Gas Co., et al. 


Docket No. G—8866, et al. 
October 4, 1955 


* * ~ a aa + +. 

Kansas-Nebraska Natural Gas Company (Kansas-Nebraska), a Kansas cor- 
poration with its principal place of business at Phillipsburg, Kansas, filed an 
application on May 5, 1955, pursuant to Section 7 (c) of the Natural Gas Act, 
authorizing it to acquire and operate the facilities and to render the service 
proposed to be abandoned by Kearney and Deerfield, as hereinafter described, 
subject to the jurisdiction of the Commission, all as more fully represented in 
the application which is on file with the Commission and open to public in- 
spection. 

* oa * * * * oo 

Kansas-Nebraska proposes to acquire and operate the facilities and to operate 
them as an integral part of its existing system and to assume Kearney’s and 
Deerfield’s obligations to supply natural gas to Northern Natural Gas Company. 
It will also assume all other obligations of Kearney and Deerfield. 

The total reserves which Kearney and Deerfield now have under contract for 
sale to Northern Natural Gas Company and Kansas-Nebraska are 521,194,149 
Mcf, of which 16,079,942 Mcf are under contract to Northern Natural Gas 
Company and 20,099,819 Mcf represent fractional interests owned by others. 
Thus, Kansas-Nebraska will be acquiring title to 501,094,330 Mef, and 485,014,388 
Mcf of this quantity will be an addition to its company-owned reserves. 

The present net book value of the combined facilities of Kearney and Deerfield 
Companies is $5,898,347, which is to be allocated as follows between the ac- 
quiring interests: 


Gas Payment Trust ! $3,817,497 
Kansas-Nebraska 


Kansas-Nebraska will pay $2,026,672 for the facilities and the Gas Payment 
Trust Certificates will be sold for a total of $3,743,997, or a total of $5,770,668. 


* Omitted portions of this order relate to the issuance of independent producer certificates. 
1Gas Payment Trust Certificates are to be sold by Kearney and Deerfield subject to 
approval of the Securities and Exchange Commission. 
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The proceeds of the sale of the Gas Payment Trust Certificates will be used by 
Kearney and Deerfield to retire their outstanding mortgage notes which amounted 
to $3,201,885 as of December 31, 1954. From the exhibits submitted it appears 
that, of the $2,026,672 which Kansas-Nebraska will pay for the facilities, only 
approximately $560,000 will be paid in cash and the balance will consist of 
cancellation of indebtedness of Kearney and Deerfield to Kansas-Nebraska. 

The agreement between the pirties provides that in addition to the considera- 
tion for the facilities, Kansas-Nebraska shall pay to Kearney and Deerfield (or 
the holders of the Gas Payment Trust Certificates) six cents per Mcf for all 
the gas produced from the leases being acquired, until such reserves have been 
declined to 50,000,000 Mcf. The record does not throw any light upon the 
reasonableness of the 6-cent payment to the certificate holders. 

Kansas-Nebraska states that it currently purchases approximately 27% of its 
annual gas supply from Kearney and Deerfield, and that acquisition of this 
substantial portion of its supply will strengthen its position in negotiating with 
other producers for additional supplies. It further states that Kansas-Nebraska 
has both the interest and the financial ability to engage in deep sands exploration 
and development, which is not being carried on. by the present ownership. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
September 12, 13, and 20, 1955, respecting the matters involved in and the 
issues presented by the applications. Counsel for Kansas-Nebraska moved orally 
at the hearing that the intermediate decision procedure be omitted and all parties 
joined in said motion. 

The Commission jinds: 

(1) Kansas-Nebraska Natural Gas Company is a “natural-gas company within 
the meaning of the Natural Gas Act as heretofore found by the Commission in 
its order issued April 6, 1943 in Docket No. G—259. 

* ” * * x * = 

(3) The service and such facilities as are used in rendering said service, as 
described herein, are subject to the jurisdiction of the Commission, and the 
abandonment and acquisition thereof are subject to the requirements of sub- 
sections (b) (c) and (e) of Section 7 of the Natural Gas Act. 

(4) The proposed abandonment and acquisition as proposed hereifh are required 
by the public convenience and necessity and authorization and approval therefor 
be granted as hereinafter ordered and conditioned. 

(5) The Applicants are able and willing properly to do the respective acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(6) A request during the public hearing by Counsel for Kansas-Nebraska 
Natural Gas Company for omission of the intermediate decision was unopposed 
by any party of record and, not having been denied by the Commission is 
granted pursuant to Section 1.30 (c) (1) of the Commission's Rules of Practice 
and Procedure. 

The Commission orders: 

- + * * * * * 

(B) A certificate of public convenience and necessity be and is hereby issued 
to Kansas-Nebraska Natural Gas Company upon the terms and conditions of 
this order, authorizing the acquisition and operation of any facilities, and to 
render the service proposed, subject to the jurisdiction of the Commission, as 
hereinbefore described, and as more. fully described in the application and 
exhibits in this proceeding. 

(C) The grant of the certificate in Paragraph (B) herein shall not be con- 
strued as a determination of the reasonableness of and/or approval of the six (6) 
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cent payment by Kansas-Nebraska Natural Gas Company, Inc., to the holders 
of the Gas Payment Trust Certificates in any rate proceedings now pending or 
hereinafter instituted by or against Kansas-Nebraska Natural Gas Company, 
Inc., for the purpose of establishing the rates to be charged by Kansas-Nebraska 
Natural Gas Company, Inc. 

(D) The certificate shall be accepted in writing and under oath by Kansas- 
Nebraska Natural Gas Company within 30 days from the issuance of this order. 

(E) The certificate is not transferable and shall be effective only so long as 
Applicant continues the acts or operations authorized in accordance with the 
provisions of the Natural Gas Act, and the applicable rules, regulations and 
orders of the Commission. 

* 2 * * * + » 


Findings and order issuing certificate of public convenience and necessity 


Texas Gas Transmission Corp. 
Docket No, G—9203 
October 4, 1955 


Texas Gas Transmission Corporation (Applicant), a Delaware corporation, 
with its principal place of business in Owensboro, Kentucky, filed on August 8, 
1955, its application for a certificate of public convenience and necessity pur- 
suant to Section 7 of the Natural Gas Act, and its supplement thereto filed on 
August 17, 1955, authorizing the construction and operation of 5.99 miles of 8-inch 
pipeline and related facilities in order to: 

(a) Loop a portion of Applicant’s existing 8-inch lateral line extending from 
Habit to Owensboro, Kentucky. 

(b) Serve the anticipated peak day gas requirements of Applicant’s existing 
customer, Western Kentucky Gas Co., for resale in Owensboro, particularly 
during the coming winter season of 1955-56. 

Applicant’s existing 8-inch line serving Owensboro is inadequate in capacity 
to satisfy such. requirements. 

The construction and operation of the above facilities do not intend to imply 
any change in the allocation of gas to Western Kentucky Gas Co., as authorized 
by order of the Commission issued on March 31, 1955, in Docket No. G-6854. 

The estimated capital cost of the proposed facilities is $144,908 which Ap- 
plicant proposes to obtain from its cash on hand. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 23, 1955, respecting the matters involved in and the issues presented 


by the application. No protest to the granting of the application has been 
received. 


The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
at Owensboro, Kentucky, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order of March 30, 
1948, in Docket No. G-855, 7 FPC 223. 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication herein, are proposed to be used in the transmission and sale of natural 
gas in interstate commerce for resale, subject to the jurisdiction of the Commis- 





ORDERS 1013 


sion, as integral parts of the Applicant’s existing pipeline system, and the con- 
struction and operation thereof by Applicant are subject to the requirements of 
Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed ‘construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefur 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(G) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (3) (ili), (8) (iv), and (5) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued, and to the exercise of 
the rights granted thereunder and that the time within which such construction 
of the facilities authorized by this order shall be completed and in actual 
operation should be fixed at 3 months from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding and 
the exhibits appended thereto, for the transportation and sale of natural gas 
as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv) and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and the exercise of the rights 
granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Sec- 
tion 157.20 of the Commission's Rules of Practice and Procedure is hereby fixed 
at 3 months from the date on which this order issues. 

(D) The granting of this certificate of public convenience and necessity does 
not intend to imply any change in the allocation of gas to Western Kentucky as 
authorized by order of the Commission issued on March 31, 1955, in Decket 
No. G-6854. 


Supplemental order authorizing issuance of first mortgage bonds 


Pacific Power & Light Co. 
Docket No. E-6641 
October 5, 1955 


By order issued September 21, 1955, in the above docket, the Commission 
authorized Pacific Power & Light Company (Applicant) to issue and sell through 
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competitive bidding $10,000,000, principal amount, of first mortgage bonds, series 
due 1985, subject to the provisions, among others, as set forth in paragraph (C) 
of that order reading as follows: + 


(C) The proposed issuance and sale of bonds at competitive bidding shall 
not be consummated until: 

(i) Applicant shall have amended its application pursuant to the re- 
quirements of Section 34.2 (k) (3) of the Commission’s Rules relating to 
compliance with competitive bidding requirements and Section 34.2 (k) (4) 
of the Rules, relating to affiliation, and shall have either filed such amend- 
ments or shall have mailed them and advised the Commission by telephone 
and telegraph as contemplated by Section 34.9 of the Rules. 

(ii) The Commission, by further order, shall have approved the price 
to be received by Applicant for the bonds and the interest rate thereof. 

Applicant on October 4, 1955, filed an amendment to its application in the 
above-entitled matter, setting forth, among other things, that it proposes to 
accept, as providing the lowest cost of money to it, the bid of Halsey, Stuart 
& Co., Inc., to purchase the proposed issuance of $10,000,000, principal amount, 
of first mortgage bonds, series due 1985, for the price of 100.64 with an interest 
rate of 34.% per annum. 

The Commission finds: 

(1) Applicant has satisfactorily complied with the aforementioned require- 
ments of paragraph (C) of the Commission’s order issued September 21, 1955, 
in the above docket, and under the bid it proposes to accept for the proposed 
issuance of first mortgage bonds the price to be received by the Applicant for 
the first mortgage bonds and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of first mortgage bonds as hereinafter 
authorized and approved will be for a lawful object, within the corporate pur- 
poses of the Applicant and compatible with the public interest, which is ap- 
propriate for and consistent with the proper performance by Applicant of 
service as a public utility and which will not impair its ability to perform that 
service, and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The price to be received by Applicant for the first mortgage bonds and 
the interest rate thereof, all as described above, are approved as reasonable. 

(B) The proposed issuance and sale of first mortgage bonds referred to above, 
upon the terms and conditions and for the purposes specified in the applica- 
tion, as supplemented by the amendment referred to above, be and the same 
hereby are authorized, subject only to the provisions ef paragraphs (B), (D), 


(E) and (F) of the Commission’s order issued September 21, 1955, in this 
matter. 


Commissioner Stueck not participating. 


Order granting in part and denying in part applications for temporary certificates 


Panhandle Eastern Pipe Line Company, G—1705, G—1937, G-2433, G-2475, G-8665; 
Missouri Public Service Company, G—2057; City of Montgomery, Missouri, 
G-2932; Town Gas Company of Illinois, G-3159; Missouri Central Natural Gas 


1 By that order Applicant was also authorized to issue and sell 830,000 shares of pre- 
ferred stock through dealers. 
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Company, G-4611; Village of Westville, Illinois, G-4666; Village of Pleasant 
Hill, Illinois, G-4940; City of Waverly, Illinois, G-5139; Village of Rossville, 
Illinois, G-5979; Central Illinois Electric & Gas Company, G-—8428; City of 
Winchester, Illinois, G—8431; Village of Franklin, Illinois, G-8471; City of 
Hickman, Kentucky, G-8526; Trunkline Gas Company, G—8664; City of Mc- 
Leansboro, Illinois, G-8676; City of Vienna, Illinois, G-8677; City of Clinton, 
Kentucky, G-—8771; City of LaCenter, Kentucky, G-8888; City of Bardwell, 
Kentucky, G—8939; City of Wickliffe, Kentucky, G-8962; Lake County Utility 
District, G—8963 


October 5, 1955 


Panhandle Eastern Pipe Line Company (Panhandle), on August 10, 1955, filed 
an application for a temporary certificate of public convenience and necessity 
for authorizations under consideration in Docket Nos. G—2433 and G—8665, pur- 
suant to Section 7 (c) of the Natural Gas Act and Section 157.17 of the Com- 
mission’s Regulations, requesting emergency authorization for interim sales of 
gas and the construction and operation of the natural gas facilities hereinafter 
described : 

(1) Extend the temporary authorization granted December 22, 1954, to cover 
the sales of gas in increased volumes during the month of November 1955, and 
also to distribute, as the needs of its customers require, during the month of 
November 1955, an additional 18,000 Mcf per day resulting from the dis- 
continuance of deliveries to Texas Gas Transmission Corporation ; 

(2) Issue a temporary certificate for the construction and operation of lateral 
loop lines to increase capacity to distribute an additional 80,000 Mcf daily along 
such lateral lines, and for a 16,000-horsepower increase in compressor capacity 
east of Tuscola, Illinois; and 

(3) Issue temporary authorization, providing for the establishment of in- 
creased contract demands proposed in the application with delivery thereunder 
to commence December 1, 1955. 

Panhandle states that an emergency exists with respect to the coming winter 
period, citing unfavorable developments in its Waverly storage project and 
the contract demands which were agreed to in reliance upon that project, the 
subsequent reduction of those contract demands, and the expansion of Trunkline 
Gas Company (Trunkline) to meet the resulting deficiency. Panhandle states 
that unless the Commission grants these requests, the proposed facilities could 
not be constructed in time to enable it to receive the increased deliveries which 
will be available from Trunkline early in December 1955. 

Concurrently filed with Panhandle’s above-described application for tem- 
porary certificate was an application filed by Trunkline for temporary author- 
ization to operate the facilities with which to deliver additional volumes to 
Panhandle. Temporary authorization for Trunkline to construct said facilities 
was issued on June 30, 1955. It now appears that Trunkline will be able to 
commence operation of these facilities by December 1, 1955. 

By order issued December 22, 1954, we provided temporary authorization for 
the operation during the winter of 1954-1955 of part of the facilities for which 
authorization was sought in Docket No. G-2433. The operation of said facilities 
made available to Panhandle customers an additional 100,000 Mcf of natural 
gas per day. As a part of such authorization, we fixed for that winter a dis- 
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tribution of the gas so made available. We made such distribution confident 
that these proceedings would be completed in time to. make a permanent dis- 
tribution of said gas by the winter 1955-56. A number of intervening factors, 
principal among which were the operational difficulties encountered by Panhandle 
in its development of the Waverly Storage Field, have delayed the completion 
of these proceedings. 

In view of the fact that added volumes of natural gas to be made available 
from Trunkline will not be available until December 1, 1955, it will be necessary 
to continue the 1954-1955 winter allocation for the month of November 1955, 
with minor changes. The minor changes are those provided by the Examiner's 
Decision in Docket Nos. G—1116, et al., issued June 7, 1955, which relate to an 
allocation of 1,500 Mcf to Northern Indiana Fuel and Light Company, and of 
500 Mcf to City of Auburn, Indiana, until abandonment of service to Texas Gas 
Transmission Corporation (Texas Gas), and 2,000 Mcf to Northern Indiana 
Fuel and Light Company, and 1,000 Mcf to the City of Auburn thereafter. As 
for Panhandle’s request that gas be allocated commencing November 1, 1955, 
contemplating the abandonment to Texas Gas, we have not been advised by 
Texas Gas that new facilities permitting such abandonment will be completed 
in time to permit Panhandle’s abandonment by November 1, and hence an al- 
location of the gas made available thereby would be premature at this time. 

With respect to the other requests for temporary authorization by Panhandle 
and by Trunkline, our primary consideration is to make available with the 
greatest dispatch gas which can be delivered during the coming winter, while 
at the same time avoiding the foreclosure of issues which may be expected to 
arise in our final determination in the consolidated proceedings. Important 
among such remaining issues are (1) the disposition of the 19 proceedings pur- 
suant to Section 7 (a) of the Natural Gas Act by applicants seeking gas from 
either Panhandle or Trunkline, (2) the elimination of any possible discrimina- 
tions as to service with respect to Panhandle’s policy as to the construction of 
lateral facilities, (3) the need for a certificate of public convenience aid neces- 
sity authorizing the construction and the changes in operation of Panhandle 
facilities through the medium of so-called “operational improvements,” and (4) 
Panhandle’s proposal to export some 10,500,000 Mcf of additional natural gas 
to Canada. 

We have been urged by Central West Utility Company (Central West), Michi- 
gan Consolidated Gas Company, the National Coal Association, and United Mine 
Workers of America, et al., all interveners in these proceedings, to deny the 
applications for temporary authorizations. We have considered the interests of 
these interveners as well as the other parties to the proceedings, including the 
19 applicants seeking gas from either Panhandle or Trunkline pursuant to Sec- 
tion 7 (a) of the Natural Gas Act, and are convinced that none of their rights 
will be prejudiced by the temporary authorizations to be issued and conditioned 
as herein provided. This is particularly the case inasmuch as it has been shown 
in the record of proceedings that the combined Panhandle-Trunkline main line 
facilities upon the commencement of operation of the facilities herein author- 
ized will have the ability under our order herein to serve peak day demands 
estimated by the Section 7 (a) applicants for the next several years, as well as 
the contract demands which Panhandle proposes to serve plus those contract 
demands the Commission has heretofore ordered Panhandle to serve and the 
volumes of natural gas for which Central West has expressed a willingness to 
contract. 
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We will therefore provide for a temporary authorization for Trunkline to 
operate the facilities it has been temporarily authorized to construct and for 
Panhandle, pending our consideration of the necessity for its obtaining such 
authorization, to temporarily operate its facilities as herein provided so as to 
make use of the additional capacity made available from its “operational im- 
provements.” Further, we will provide that, pending the final decision herein, 
Panhandle’s contract demands for the coming winter season, December 1955, 
through March 1956, shall be those negotiated by Panhandle with certain of its 
customers, together with those contract demands which have been fixed for 
Panhandle by Commission action, all as fully set forth in Column 4 of Appen- 
dix A hereto. 

In order for Panhandle to make deliveries of contract demand volumes to 
certain of its customers, it will be necessary for Panhandle to construct addi- 
tional lateral facilities to such existing customers. There necessarily arises as a 
result of Panhandle’s application for temporary authority to construct and 
operate these lateral facilities the question of discrimination in service we have 
found to exist as a result of Panhandle’s refusal to construct additional lateral 
facilities to permit adequate and comparable service to certain of its customers. 
While we will authorize the temporary construction and operation of the lateral 
facilities Panhandle seeks, in order to assure adequate service this coming winter 
to the customers affected thereby, it must be distinctly understood that such 
authorization is without prejudice to our final order in these proceedings and 
to any condition we may impose on the final authorization requiring Panhandle 
to eliminate the discriminations it practices in service to certain customers. 

As to Panhandle’s request for temporary authorization to construct and operate 
16,000 horsepower of additional compressor capacity, there has been no show- 
ing that all of this capacity is necessary for Panhandle’s operations for the 
coming winter. We, therefore, cannot find to exist any emergency upon which 
to base a temporary authorization at this time for the entire 16,000 horsepower 
of additional capacity and will hence deny Panhandle’s application in this re- 
spect, with the right for Panhandle to show what portion of the 16,000 horse- 
power is required for this winter. 

The Commission finds: 

(1) An emergency exists and it is necessary and proper in order to assure 
maintenance of adequate service to Panhandle that Trunkline be granted a tem- 
porary certificate for the operation of the facilities as applied for by Trunkline’s 
application of August 10, 1955, and for which temporary authorization for 
construction was issued on June 30, 1955. 

(2) An emergency exists and it is necessary and proper in order to assure 
maintenance of adequate service to its resale customers that Panhandle be 
granted a temporary certificate for: 

(a) The operation of its facilities so as to permit the delivery of the addi- 
tional volumes of natural gas made possible by the “operational improvements” 
on its system. 

(b) The delivery of natural gas for the period November 1, 1955, to November 
30, 1955, in accordance with temporary contract demands fixed by our order of 
December 22, 1955, and amended by our June 7, 1955, order in Docket No. 
G-1116, et al., all as more fully shown in Column 3 of Appendix A hereto. 

(c) The delivery of natural gas for the period December 1, 1955, to March 31, 
1956, in accordance with the contracts Panhandle has negotiated with its cur- 
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tomers and the contract demands we have fixed for those customers with whom 
Panhandle has not negotiated contracts all as more fully shown in Column 4 
of Appendix A hereto. 

(d) The construction and operation of the lateral facilities as described in 
Panhandle’s application for temporary certificate filed August 10, 1955, all as 
more fully described in Panhandle’s application and amended in hearing. 

(3) An emergency does not exist and good cause has not been shown for the 
granting of the temporary certificate authorizing Panhandle’s construction and 
operation of 16,000 horsepower of additional compressor capacity east of Tuscola, 
Illinois. 

The Commission orders: 

(A) Pending final Commission decision thereon, a temporary certificate is 
hereby issued Trunkline for the operation of the facilities for which temporary 
authorization to construct was issued on June 30, 1955. 

(B) Pending final Commission decision thereon, a temporary certificate is 
hereby issued Panhandle for construction of facilities and for the operation of 
its facilities as described in Finding (2) above. 

(C) Panhandle’s application for a temporary certificate authorizing the con- 
struction and operation of 16,000 horsepower of additional compressor capacity 
east of Tuscola, Illinois, is hereby denied, provided that Panhandle may make a 
further showing of the necessity for immediate construction of a part of this 
additional capacity. 

(D) The authorizations granted by Paragraphs (A) and (B) above are with- 
out prejudice to final Commission decision herein and shall not be binding upon 
the Commission in its final determination following full consideration of the 
record in these proceedings. 

(E) Panhandle and Trunkline, prior to the commencement of the construc- 
tion or of the operations authorized hereunder, shall file with the Commission 
its acceptance without condition of this temporary certifieate in its entirety, 
and unless said acceptance be filed within 15 days, this temporary certificate 
shall be null and void. 

(F) A copy of this order and of Panhandle’s acceptance thereof as provided 
by Paragraph (E) above shall be inserted by the Secretary in Panhandle’s tariff 
on file with the Commission, and shall be placed by Panhandle in the posted 
copy of its tariff in its offices: Provided, however, That this order shall not 
constitute satisfaction of the provisions of the Commission’s Rules and Regula- 
tions, Panhandle’s Tariff, and the Commission’s order of June 7, 1955, that 
Panhandle shall file appropriate service agreements with, respect to the service 
which it renders. 

Commissioner Stueck not participating. 
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APPENDIX A 
(Order Issued October 1955) 
PANHANDLE EASTERN PIPE LINE COMPANY 
Amended Contract Demands Until March 31, 1956 


Service, Zone and State 


(1) 


Winter contract demands in Mcf 


In filed serv- | 
ice agree- | Temporary | Temporary 
ments or pre- | until 11/30/55 12/1/55 to 
scribed by | | 3/31/56 


3/5/52 order | | 


(2) (3) | (4) 





MAIN LINE 
GENERAL SERVICE 


Eastern Zone 
Indiana: 
Central Indiana Gas Co 
Greenfield Gas Co 
Indiana Gas Distribution Corp 
Indiana Gas and Water Co 
Citizens Gas and Coke Utility........... 
Kokomo Gas and Fuel Co 
Northern Indiana Pub. Serv. 
Ohio Valley Gas Corp 
Richmond Gas Corp-. 
Ohio: 


Ce GR Mii ie tdcncniidbiconditbmiienbinns 


Toledo Edison Co 

Michigan: 
Battle Creek Gas Co 
Citizens Gas Fuel Co_-___- 
Michigan Gas Utilities Co 
Southeastern Michigan Gas Co 
Michigan Gas Storage Co 


Central Zone 
Missouri: 
Citizens Gas Co. of Hannibal 
Fulton, City of 


Missouri Edison Co 

Missouri Power and Light Co-- 

Missouri Utilities Co-_-_--_- 

Missouri Western Gas Co-.- 
Illinois: 

Central Illinois Elec. & Gas Co. 

Central Illinois Light Co 

Central Illinois Pub. Serv. Co- 

Citizens Gas Co 

Illinois Power Co. 


Kansas: 
Gas Service Co 


Total general service 
Maryn Lint 
SMALL GENERAL SERVICE 


Eastern Zone 
Indiana: 
Indiana Gas Distribution Corp 
Lapel, Town of 
Montezuma, Town of 
Northern Indiana Fuel and Lt. Co. 
Pendleton Natural Gas Co-__- 
Pittsboro, Town of 
Roachdale, Town of 
Ohio: 
Central States Natural Gas Co 
Dayton Power and Light Co-__... 
Ohio Fuel Gas Co. (rural) 


See footnotes at end of table. 





3, 670 | 


16, 340 
5, 305 
12, 340 | 
18, 745 
60, 000 


10, 670 | 
5, 940 | 
11, 695 
3, 565 | 
38, 090 
16, 675 | 
2, 995 


6, 420 
106, 665 
41, 285 | 

8, 110 | 
75, 700 | 


11, 979 | 
740, 264 
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$ 
on 
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APPENDIX A—Continued 


Winter contract demands in Mcf 


In filed serv- 
Service, Zone and State ice agree- Temporary | Temporary 
ments or pre-| until 11/30/55} 12/1/55 to 
scribed by 3/31/56 
3/5/52 order 


(1) (2) (4) 


—_————_———. 


Maw Line—Continued 
SMALL GENERAL SERVICE—Continued 


Central Zone 

Missouri: 

Bowling Green Gas Co 
Illinois: 

Auburn, City of 

Morton Municipal Gas Co... 

Pittsfield, City of 

Roodhouse, City of 

Whitehall, City of 


Kansas: 
American Gas Co 1, 675 
; 1, 950 


25, 336 








MaIn LINE 


LIMITED SERVICE 
NE CINE Ian. Sensatiatebeisninagbuessnduasanesaaadan 
Michigan Consolidated Gas Co. 
Michigan Consolidated Gas Co___-_- 
Ohio Fel Gas Co 
Teams Ges Trensmaiomion Oorp Ss... 5... 2200252222200052-02252 


Total limited service 








STORAGE SERVICE 


Michigan Gas Storage Co 





Total main line sales for resale 











LIRERTY LATERAL 
Central Zone 
Missouri: 


Central West Utility Co 

Gas Service Co 

Missouri Power and Light Co 
Kansas: 

Louisburg Gas Co 














Total sales for resale 
Firm direct sales ° 








Total sales 


1 Upon abandonment of service to Texas Gas Transmission Company—2,000 Mef. 

2 To be sold under general service classification. 

? Upon abandonment of service to Texas Gas Transmission Company—1,000 Mef. 

4 Until service is abandoned in accordance with decision in Docket No. G-2101. 

§ Residential and commercial sales north of Texas and Oklahoma. Includes deliveries to Rural Division 
of Town Gas Company authorized at Docket No. G-6870. 
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Order authorizing transmission of electric energy to Mezico and 
superseding previous authorization 


Citizens Utilities Co. 
Docket No. E-6431 
October 6, 1955 


Citizens Utilities Company (Applicant), incorporated in Delaware, with its 
principal place of business in Stamford, Connecticut, in an application filed on 
February 4, 1955, and supplemental data on March 9, 1955, and May 19, 1955, 
requested authorization, pursuant to the provisions of Section 202 (e) of the 
Federal Power Act, to export from the United States to Mexico electric energy 
in an amount not in excess of 6,000,000 kwh per year at a maximum transmission 
rate of 2,000 kw; such authorization to supersede that previously granted to 
Applicant by Commission orders issued October 2, 1952, 11 F. P. C. 1330, and 
July 2, 1954, in the above docket.* 

Applicant proposes to transmit such energy from within Santa Cruz County, 
Arizona, to two points on the international border between the United States 
and Mexico adjacent to the towns of Nogales, Arizona, and Nogales, Mexico, 
over facilities covered by a Presidential Permit (Docket No. E. 6432) released to 
the Applicant by the October 2, 1952, order and by an Amendatory Permit signed 
by the Chairman of the Commission on September 16, 1955, and adopted by 
Applicant on September 25, 1955. 

The application states that, as in the past, the energy which it presently seeks 
to export by the subject application will be transmitted and sold under the 
terms and conditions of an agreement dated May 2, 1952, to Cia de Servicios 
Publicos de Nogales, S. A., a Mexican corporation. 

Since the order of the Commission issued July 2, 1954, Applicant has entered 
into an agreement dated July 16, 1954, with the Arizona Power Authority for 
the delivery of up to 18,400,000 kwh per year of firm energy up to maximum 
rates of delivery of 4,200 kw during the months of October through February, 
and 3,000 kw for the remainder of the year. This capacity will be available in 
addition to Applicant’s 5,130 kw generating plant with which Applicant carried 
a 1954 peak load of 3,980 kw on its own system. 

Notice of the filing of the application was published in the Federal Register 
on February 17, 1955 (20 FR 1036), and given to interested State officials. No 
protest or request to be heard thereon has been received. 

The Commission jinds: 

As hereinafter limited and authorized the proposed transmission of electric 
energy from the United States to Mexico by the Applicant will not impair the 
sufficiency of electric supply within the United States and will not impede or 
tend to impede the coordination in the public interest of facilities subject to the 
jurisdiction of the Commission. 

The Commission orders: 

(A) Applicant be and it hereby is authorized to transmit electric energy from 
the United States to Mexico, subject to the provisions of this order. 

(B) The electric energy which Applicant hereby is authorized to transmit 
from the United States to Mexico shall be in an amount not to exceed 6,000,000 
kwh per year at a maximum transmission rate of 2,000 kw over facilities 
covered by a Presidential Permit released to the Applicant by the aforementioned 


* By the July 2, 1954, order Applicant was authorized to export from the United States 
to Mexico up to 3,000,000 kwh per year at a maximum transmission rate of 800 kw. 
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Commission order issued October 2, 1952, and the Amendatory Permit released 
herewith. 

(C) The authorization herein granted may be modified from time to time 
or terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the termination of the Permit, as amended, referred 
to above. 

(D) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 

(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted; shall make, keep and preserve full 
and complete records with respect to the movement of such energy, and shall 
furnish in triplicate reports annually, on or before February 15, showing the 
kilowatt hours delivered, the maximum kw of transmission and the considera- 
tion therefor during each month of the preceding year. 

(F) This authorization to transmit electric energy from the United States to 
Mexico shall not be transferable or assignable, but shall continue in effect tem- 
porarily for a reasonable time thereafter in the event of the involuntary transfer 
of facilities used thereunder by operation of law (including such transfers to 
receivers, trustees or purchasers under foreclosure or judicial sale) pending the 
making of an application for permanent authorization and decision thereon, 
provided notice is promptly given in writing to the Commission accompanied 
by a statement that the physical facts relating to sufficiency of supply, rates, 
and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over Applicant. 

(H) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost which may come before this Com- 
mission or any other regulatory body. 

(1) This order shall supersede the authorization granted by the aforemen- 
tioned order of this Commission issued July 2, 1952, in the above docket. 

Commissioner Stueck not participating. 


Order amending order issuing certificate of public convenience and necessity 
Arkansas-Missouri Power Co. 
Docket No. G—1900 
October 7, 1955 


Arkansas-Missouri Power Company (Applicant), a natural-gas company with 
its principal place of business at 104 South Fifth Street, Blytheville, Arkansas, 
filed on August 3, 1955, a petition to amend paragraph (A) of the ordering 
clause in the findings and order of the Commission issued July 9, 1952, In the 
Matter of Arkansas-Missouri Power Company, in Docket No. G—1900, 11 F. P. C. 
1118 and requests permission to lease and operate, rather than to construct, 
own and operate, a part of the proposed facilities as authorized in said order 
and as hereinafter described, subject to the jurisdiction of the Commission, all 
as more fully represented in the petition. 
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Applicant was authorized in said order to construct and operate natural gas 
transmission lines and related facilities consisting of approximately 140 miles 
of pipeline ranging from %-inch O. D. to 2%-inch O. D. for the purpose of 
enabling Applicant to provide retail natural gas service to 5 cities and towns 
in Missouri and 13 in Arkansas. In connection therewith, Applicant proposed 
to install and operate distribution facilities in each of said cities and towns. 

Applicant: has constructed and now owns and operates said facilities as 
authorized except for the necessary transmission and distribution facilities to 
serve the communities of Dell, Manila, Leachville, and Monette in Arkansas. 
Applicant has not proceeded with the construction of the necessary facilities 
to serve said communities. 

Applicant proposes that the aforesaid communities of Dell, Manila, Leachville, 
and Monette in Arkansas construct and own the proposed facilities extending 
from Applicant’s Blytheville-Wilson transmission line and consisting of approxi- 
mately 11.5 miles of 6-inch pipe, 5.5 miles of 4-inch pipe and 7.5 miles of 3-inch 
pipe and that Applicant lease, operate and maintain all of the necessary facili- 
ties to transport and distribute natural gas in these communities with an option 
to purchase the facilities in any or all of such communities during the term of 
identical twenty-year lease agreements negotiated with each of the four towns. 

Applicant alleges that the amendment of the certificate of public convenience 
and necessity as requested herein will in no way impair the operation by Appli- 
cant of its present natural gas transmission system or require an increase in 
rates for the reason that the only substantial change affected by the proposed 
amendment is to change the mode of financing the construction of the facilities 
required to provide service of natural gas in the four communities hereinabove 
mentioned and that construction costs will be exactly the same as though Appli- 
cant itself were the owner and that the work will be carried out under its 
supervision. 

Pursuant to Section 1.17 (a) of the Commission’s Rules of Practice and Pro- 
cedure, service of Applicant’s petition to amend was made by the Commission 
on August 4, 1955. No answer to the petition to amend has been received. 

The Commission finds: 

(1) It is necessary and appropriate to carry out the provisions of the Natural 
Gas Act that paragraph (A) of the ordering clause in the findings and order 
of the Commission issued July 9, 1952, In the Matter of Arkansas-Missouri Power 
Company in Docket No. G—1900 be amended. 

(2) Applicant’s request, that it be authorized to acquire the subject facilities 
under its proposed lease agreements at this time, at its option, appears to be 
premature. It is more appropriate that such acquisition be considered when 
Applicant actually proposes to consummate purchase of the leased facilities and 
said request should be denied at this time. 

(3) It is in the public interest and required by the public convenience and 
necessity that the leasing and operation of the facilities as proposed by Arkansas- 
Missouri Power Company be granted, and that the certificate issued by Commis- 
sion order on July 9, 1952, should be amended as hereinafter ordered and con- 
ditioned. 

The Commission orders: 

(A) That paragraph (A) of the ordering clause in the findings and order of 
the Commission issued July 9, 1952, In the Matter of Arkansas-Missouri Power 
Company in Docket No. G—1900 be amended and, as so amended, to read as 
follows: 

(A) A Certificate of Public Convenience and Necessity be and the same is 
issued authorizing Applicant to construct and operate the facilities hereinbefore 
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described, all as more fully described in the application, as supplemented, in 
this proceeding and the exhibits appended thereto, for the transportation of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
with the exception of the facilities proposed to transport natural gas from 
Applicant’s existing transmission lines approximately 6.5 miles southeast of 
Blytheville for service to the communities of Dell, Manila, Leachville and 
Monette, Arkansas. Upon the terms and conditions of this Order with respect 
to the latter facilities Applicant is hereby authorized to lease and operate such 
facilities. 

(B) Applicant’s request that it be permitted to acquire the facilities, at its 
option, which is the subject matter of the lease agreements executed by and 
between Applicant and the communities of Dell, Manila, Leachville and Monette, 
Arkansas, be and the same is hereby denied. 

(C) In all other respects the conditions and authorizations set forth therein 
and the exercise of the rights granted by order issued July 9, 1952 shall remain 
in full force and effect. 

Commissioner Stueck not participating. 










































Order authorizing merger or consolidation of facilities and issuance of securities 
Pacific Power & Light Co. 
Docket No. E-6642 


October 7, 1955 





Pacific Power & Light Company (Pacific), incorporated in Maine, with its 
principal place of business at Portland, Oregon, by application filed September 6, 
1955, seeks authorization pursuant to the provisions of Sections 203 and 204 of 
the Federal Power Act for the following: (1) to merge or consolidate its electric 
utility facilities with those of The Western Public Service Company (Western), 
a Delaware corporation, with its principal place of business at Laramie, Wyom- 
ing; (2) to issue 62,800 shares of its $6.50 par value common stock for 15,700 
shares of Western’s $10.00 par value common stock outstanding; and (3) to 
assume Western’s 314% first mortgage sinking fund bonds, due 1971, outstand- 
ing in the amount $756,000. 

Pacific owns and operates electric facilities serving customers in the States 
of Washington, Oregon, Idaho, Montana and Wyoming. Western is engaged 
in the generation, purchase, distribution and sale of electric energy in and around 
the city of Laramie, Wyoming. Of Pacific’s facilities those nearest to West- 
ern’s facilities are those of the Casper-Guernsey System serving an area in 
eastern Wyoming, including the city of Casper. Western’s system is intercon- 
nected with Pacific’s Casper-Guernsey System through a 115-kv line of the 
Bureau of Reclamation and is separated from such system by approximately 
80 miles of sparsely settled territory. 

The proposed merger will take place in accordance with the terms of an 
agreement and act of merger between the two companies dated August 10, 1955. 
The merger agreement provides that each of the 15,700 shares of Western’s com- 
mon stock outstanding on the effective date of the proposed merger will be con- 
verted into four shares of the common stock of the par value of $6.50 per share 
of the surviving corporation totalling 62,800 shares. Pacific states when the 
merger agreement becomes effective the separate existence of Western will cease 
and Pacific will succeed to all the rights and properties of Western and also 
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will become subject to all the liabilities and obligations of Western, including the 
first mortgage sinking fund bonds outstanding under Western’s trust indenture 
dated as of January 1, 1946, to Harris Trust & Savings Bank, as Trustee. The 
application states that the basis upon which the shares of the common stock of 
Western are to be converted into shares of the common stock of the surviving 
corporation was arrived at as a result of arm’s-length negotiations between the 
managements of Pacific and Western. The application indicates that the man- 
agement of each company took into consideration all pertinent factors having a 
material bearing in arriving at appropriate ratios of exchange. 

The application states that the utility plant of Western is recorded at original 
cost in the amount of $1,919,548, with an applicable reserve for depreciation of 
$523,402 and that the properties will be transferred without change in such 
recorded costs to the books of Pacific. The merger of the two companies, there- 
fore, will not result in the creation of an acquisition adjustment. 

Pacific states that after the consummation of the proposed merger as the sur- 
viving corporation it proposes to use the separate facilities for the same pur- 
poses for which they are presently being used. 

The application sets forth that the proposed merger or consolidation will be 
in the public interest because Pacific believes it is in a better position than is 
Western to meet the demand for additional power anticipated in the Laramie 
area. For this purpose Pacific intends to build in 1956 a transmission line 
interconnected with the system of the Montana Power Company which will 
bring sufficient power to the area to meet load growth until additional generat- 
ing capacity can be built. Pacific states it is also proceeding with plans to 
construct a 100,000-kw steam generating plant at a suitable location in Wyoming 
and expects to have such plant in service in 1958. It points out further that 
the systems of Pacific and Western are already interconnected by lines of the 
Bureau of Reclamation from which both companies have in the past obtained 
a large part of their power supply to meet the demands of their Wyoming cus- 
tomers and since the capacity of the Bureau’s plant is now fully loaded, the 
most economical source of additional power in Wyoming is from large steam 
generating installations using the coal or oil available in that state for fuel. 

Written notice of the application has been given to the Public Utilities Com- 
missioner of Oregon, the Public Service Commission of Washington, the Public 
Service Commission of Wyoming, the Public Utilities Commission of Idaho and 
the Board of Railroad Commissioners of Montana and to the Governor of each 
of those states. Notice has also been given by publication in the Federal Register 
on September 17, 1955 (20 F. R. 7019-7020), stating that any person desiring 
to be heard or to make any protest with reference to the application should file 
a petition or protest on or before September 30, 1955. 

The Commission jinds: 

(1) Pacific, a corporation, is a public utility within the meaning of Sections 
203 and 204 of the Federal Power Act subject to the jurisdiction of the Com- 
mission as heretofore described and set forth in the Commission’s order issued 
August 26, 1954, In the Matter of Pacific Power & Light Company, Docket No. 
E-6573. 

(2) By the proposed acquisition of facilities Pacific Power will merge or con- 
solidate its facilities subject to the jurisdiction of the Commission with the 
facilities of another person within the meaning and subject to the requirements 
of Section 203 of the Federal Power Act. 

(3) The proposed merger or consolidation of the facilities of Pacific with 
those of Western will be consistent with the public interest as expressed in the 
Act. 
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(4) The proposed issuance of 62,800 shares of common stock by Pacific will 
constitute an issuance of securities within the purview of Section 204 of the Act. 

(5) The proposed assumption by Pacific of $756,000 principal amount of 344% 
first mortgage bonds of Western will constitute an assumption of liability in 
respect of securities of another person within the purview of Section 204 of the 
Act. 

(6) Pacific is not organized and operating in a State under the laws of which 
its security issues are regulated by a State Commission within the meaning of 
Section 204 (f) of the Act, and the proposed issuance of common stock referred 
to in finding (4) above, and the proposed assumption of a liability in respect of 
the securities of Western referred to in finding (5) above, are therefore, not 
exempt by virtue of that section from the requirements of Section 204 of the Act. 

(7) The proposed issuance of common stock, referred to in finding (4) above, 
and the proposed assumption of the liability in respect of securities of Western, 
referred to in finding (5) above, as hereinafter authorized, will be for a lawful 
object, within the corporate purposes of Pacific and compatible with the public 
interest, which is appropriate for and consistent with the proper performance 
by Pacific of service as a public utility, and which will not impair its ability to 
perform that service, and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The proposed merger or consolidation of facilities, the proposed issuance 
of common stock, and the proposed assumption of the liability in respect of 
securities of Western, all by Pacific as above described, be and the same hereby 
are authorized and approved upon the terms and conditions as set forth in the 
application subject to the provisions of this order. 

(B) Pacific, as the surviving corporation, shall record the acquisition of the 
respective electric facilities and properties of Western, as described above, as 
provided in the Commission’s Uniform System of Accounts Prescribed for Public 
Utilities and Licenses. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days from the issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of costs, or any matter whatso- 
ever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property, 
claimed or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect to any securities to which 
this order relates. 

Commissioner Stueck not participating. 


Findings and order issuing certificates of public convenience and necessity* 
Tennessee Gas Transmission Co., et al. 
Docket No. G-6127, et al. 
October 7, 1955 


There have been filed with the Federal Power Commission applications ‘as 
hereinafter specified : 


* Omitted portions of this order relate to the issuance of independent producer certificates. 
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Docket 


Applicant | Address Date filed 
No. 


| 
dasidihtietiailadl 


. * | . * . * * 


| 
Tennessee Gas Transmission Company.-..| Commerce Building, Houston, Texas-. 12/15/54 | G-6127 
each for a certificate of public convenience and necessity, pursuant to Section 7 
of the Natural Gas Act, authorizing the sale of natural gas and the operation 
of facilities as hereinafter described, subject to the jurisdiction of the Commis- 
sion, all as more fully represented in the respective applications, which are on 
file with the Commission and open for public inspection. 
~ * x © x * . 

Tennessee Gas Transmission Company, in its application in Docket No. G-6127, 
requests authority to operate existing facilities which have been and are now 
being used to receive gas from various fields and from a number of independent 
producers and suppliers, including those named herein, all as more fully described 
in said application. 

Pursuant to due notice, a public hearing was held on August 30, and Septem- 
ber 20, 1955, respecting the matters involved in and the issues presented by the 
applications. The New York Public Service Commission participated in said 
hearing pursuant to its notice of intervention filed August 15, 1955. 

Counsel for Tennessee Gas Transmission Company and Counsel for Drilling 
and Exploration Company, Inc., orally moved for omission of the intermediate 
decision procedure. Staff counsel concurred in the motion. Slick-Moorman Oil 
Company and Texas Pacific Coal and Oil Company did not appear. The New 
York Public Service Commission opposed the motion insofar as the application 
of Texas Pacific Coal and Oil Company (Docket No. G-5183) was concerned 
in this consolidated proceeding. The Commission omitted the intermediate deci- 
sion procedure by its order issued October 7, 1955. 

The Commission finds: 

* * ~ * * * * 

(2) Applicant, Tennessee Gas Transmission Company, a Delaware corporation 
having its principal place of business at Houston, Texas, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of July 12, 1947, Docket No. G-910, 6 F. P. C. 777. 

= « * /” * 7 « 

(5) The facilities operated by Applicant, Tennessee Gas Transmission Com- 
pany, as hereinbefore described, are used in the transportation and sale of 
natural gas in interstate commerce as an integral part of its pipeline system 
and the operation thereof is subject to the requirements of subsections (c) and 
(e) of Section 7 of the Natural Gas Act. 

(6) Operation of the facilities by Tennessee Gas Transmission Company is 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered. 

(7) The respective Applicants are able and willing properly to do the acts 
and to perform the service proposed by them and to conform to the provisions 
of the Natural Gas Act, and the requirements, rules and regulations of the 
Commission thereunder. 

(8) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record. 

(9) The record in this proceeding demonstrates that due and timely execu- 
tion of its functions imperatively and unavoidably requires that the intermediate 
decision procedure be omitted as hereinafter ordered and provided and that 
the Commission render a decision. 
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The Commission orders: 
(A) The intermediate decision procedure be and it is hereby omitted herein 
in accordance with the aforesaid provisions of Section 1.30 (c) (18 CFR 1.30 


(c)) of the Commission’s Rules of Practice and Procedure. 
a“ ~*~ * ~ + + 7. 


(C) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Tennessee Gas Transmission Company to operate the 
facilities hereinbefore described, all as more fully described in the application 
and exhibits appended thereto in this proceeding for the purposes therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and condi- 
tions of this order. 

(D) The certificates shall be accepted in writing and under oath by Appli- 
ecants within 30 days from the issuance of this order. 

(E) The certificates are not transferable and shall be effective only so long 
as Applicants continue the acts or operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, and the applicable rules, regulations 


and orders of the Commission. 
* + cm * * * ~~ 


Commissioner Stueck not participating. 


Findings and order issuing certificate of public convenience and necessity 
Transcontinental Gas Pipe Line Corp. 
Docket No. G—8923 
October 7, 1955 


Transcontinental Gas Pipe Line Corporation (Applicant), a Delaware corpora- 
tion with its principal place of business at 3100 Travis Street, Houston, Texas, 
filed, on May 18, 1955, its application, as amended on September 27, 1955, for a 
certificate of public convenience and necessity pursuant to Section 7 of the 
Natural Gas Act, authorizing the construction and operation of a sales meter 
station and appurtenant equipment at a point on its authorized 12-inch Trenton- 
Woodbury line in Mt. Laurel Township, New Jersey. 

Such facilities will provide an additional delivery point for the delivery and 
sale of natural gas by Transcontinental Gas Pipe Line Corporation to the Public 
Service Electric and Gas Company of New Jersey, an existing customer of Trans- 
continental Gas Pipe Line Corporation. The new delivery point will permit 
Public Service to convert a portion of its outlying service areas from mixed gas 
to straight natural gas and will also enable it to provide service to the Town- 
ships of Mt. Laurel and Evesham which are currently without gas service. 

The estimated capital cost of the proposed facilities is $62,405 which Applicant 
proposes to pay for out of current funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 3, 1955, respecting the matters involved in and the issues presented 
by the application. No protest to the granting of the application has been 
received. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
at Houston, Texas is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commissioner in its order of January 26, 
1951, Docket No. G-1414, 10 FPC 530. 

(2) The facilities hereinbefore described, as more fully described in the 
application herein, are proposed to be used in the transmission and sale of 
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natural gas in interstate commerce for resale, subject to the jurisdiction of the 
Commission, as integral parts of the Applicant’s existing pipeline system and 
the construction and operation thereof by Applicant are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 
CFR 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder and that the time within which such 
construction of the facilities authorized by this order shall be completed and in 
actual operation should be fixed at 3 months from the date on which this order 
issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities 
hereinbefore described, all as more fully described in the application in this 
proceeding and the exhibits appended thereto, for the transportation and sale 
of natural gas as therein set forth, subject to the jurisdiction of the Commis- 
sion, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of Applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv) and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed 
at 3 months from the date on which this order issues. 

Commissioner Stueck not participating. 


Findings and order permitting withdrawal of application and modification of 
certificate of public convenience and necessity 


Southern Natural Gas Co. and Mid-Georgia Natural Gas Co. 
Docket Nos. G—1907 and G-—8766 
October 11, 1955 


On April 18, 1955, Mid-Georgia Natural Gas Company (Mid-Georgia) filed an 
application in Docket No. G-8766 for an order pursuant to Section 7 (a) of the 
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Natural Gas Act directing Southern Natural Gas Company (Southern) to 
establish physical interconnection with its proposed facilities and to sell natural 
gas to it. By its application, Mid-Georgia sought an allocation of natural gas 
for distribution in the City of Harlem, Georgia. Previously, by order issued on 
May 19, 1950, in Docket No. G—1308, the Commission had authorized Southern 
to sell and deliver natural gas to the City of Harlem. This authorization 
expired on December 31, 1951 and service was not rendered to Harlem. By 
order issued on May 4, 1953 in Docket No. G—1907, the Commission again 
authorized Southern to serve the City of Harlem. 

Mid-Georgia subsequently obtained a franchise from the City of Harlem to 
distribute natural gas in the service area. In substance, Mid-Georgia, in its 
application in Docket No. G—8766, does not request a new allocation of gas for 
distribution in Harlem. It seeks to substitute itself as a duly authorized private 
distributing company for the City of Harlem. 

On August 17, 1955, Mid-Georgia filed a notice of withdrawal of its application 
in Docket No. G-8766. Concurrently, Mid-Georgia, as successor in interest to 
the City of Harlem with respect to the ‘distribution of natural gas in Harlem, 
filed a petition for amendment of the Commission’s order issued May 4, 1953 in 
Docket No. G—1907, et al. The petition requests that Mid-Georgia be substituted 
for the City of Harlem in the authorzation granted to Southern in Docket No. 
G-1907. On September 8, 1955, Southern joined in the petition with Mid-Georgia. 
Mid-Georgia requests the same quantity of gas, 906 Mcf on peak day and 213,364 
Mcf annually in the third year, as was authorized for service to the City of 
Harlem. 

The Commission finds: 

(1) It is in the public interest and good cause exists to permit Mid-Georgia 
to withdraw its application filed in Docket No. G-8766 on April 18, 1955. 

(2) It is in the public interest, and in aid of efficient administration of the 
Natural Gas Act and good cause exists, to permit the substitution of Mid-Georgia 
Natural Gas Company for the City of Harlem, Georgia, in the authorization of 
the Commission in Docket No. G—1907 issued May 4, 1953. 

The Commission orders: 

(A) Mid-Georgia is hereby permitted to withdraw its application in Docket 
No. G-8766 filed April 18, 1955. 

(B) Mid-Georgia is hereby substituted for the City of Harlem, Georgia, as a 
party in interest in Docket No. G—-1907 and the order in Docket No. G—1907 is 
hereby modified to authorize Southern to deliver and sell natural gas to Mid- 
Georgia Natural Gas Company, in lieu of the City of Harlem, for resale in 
Harlem, Georgia. 

(C) Southern Natural Gas Company shall report to the Commission, in 
writing and under oath, the date of commencement of service. 

(D) All other provisions of the Commission's order of May 4, 1953 remain in 
full force and effect. 

Commissioner Stueck not participating. 


Order authorizing issuance of securities 
Puget Sound Power & Light Co. 
Docket No. E-6644 
October 12, 1955 


Puget Sound Power & Light Company (Applicant), incorporated in Massa- 
chusetts, with its principal place of business in Seattle, Washington, filed an 
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application on September 12, 1955, for authorization pursuant to Section 204 
of the Federal Power Act to issue 1,088,940 shares of common stock, par value 
$10.00 per share, as a stock dividend to present stockholders. 

Applicant proposes to increase the number of authorized shares of its com- 
mon stock, par value $10.00, from 2,177,879 to 3,266,819, an increase of 1,088,940 
shares, and to issue such additional shares to its stockholders as a stock divi- 
dend at the rate of one new share for each two shares outstanding. In the dis- 
tribution of the new stock Applicant will make provision for the issuance of 
buy or sell orders to stockholders entitled to a fraction of a share. The Appli- 
eant states that it will submit the above proposal at a special meeting of its 
stockholders to be held in October 1955, and that the stock distribution plan 
will be voted on at the following meeting of the Board of Directors after the 
requisite authorization of stuckholders has been obtained. 

Applicant states that the stock dividend will improve its capital structure by 
reason of a transfer of $10,889,400 from its earned surplus account to its com- 
mon stock account; and the stock dividend will bring about a wider distribution 
and acceptance of its securities, thereby improving its position with respect to 
the future marketing of its securities and in this manner will improve its 
ability to render service in the area it serves. 

Written notice of the application has been given to the Washington Public 
Service Commission and to the Governor of that State. Notice of the applica- 
tion was also published in the Federal Register (20 F. R. 7086) on September 
21, 1955, stating that any person desiring to be heard or to make any protest 
with reference to the application should file a petition or protest on or before 
October 5, 1955. No protest or petition or request to be heard in opposition to 
the granting of the application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore determined and set out in the Commission’s order issued September 6, 
1955, In the Matter of Puget Sound Power & Light Company, Docket No. E-6639, 
14 F. P. C. 950. 

(2) The proposed issuance of securities described above is an issuance of 
securities within the purview of Section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the mean- 
ing of Section 204 (f) of the Federal Power Act, and the proposed issuance of 
securities is, therefore, not exempt by virtue of that section from the require- 
ments of Section 204 of the Act. 

(4) The proposed issuance of securities as hereafter authorized and approved 
will be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate and consistent with 
the proper performance by the Applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(5) The competitive bidding requirements of Section 34.la are inapplicable 
to this issuance of capital stock. 

The Commission orders: 

(A) The proposed issuance of securities, described above, upon the terms and 
conditions and for the purposes specified in the application, be and the same 
are hereby authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days after the date of this order. 
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(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost which may come before this Com- 
mission or any other regulatory body. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 

Commissioner Digby not participating. 


Order requiring refund of Texas gathering tar 
Colorado Interstate Gas Co. 
Docket No. G—1115 
October 13, 1955 


The Commission, on August 8, 1952, issued its Opinion No. 235 and order in 
the above proceedings reducing the rates of Colorado Interstate Gas Company 
(Colorado Interstate) for the sale of natural gas in interstate commerce for 
resale for ultimate public consumption by $3,100,000 based upon the test year, 
1952. On review, the United States Court of Appeals for the Tenth Circuit 
affirmed the opinion and order in all respects, save one, as to which the matter 

yas reversed and remanded to the Commission. Colorado Interstate Gas Co. v. 
Federal Power Commission, 209 F. 2d 717. On the Commission’s petition for 
certiorari, the Supreme Court reversed the Court of Appeals, so that on final 
review the Commission’s opinion and order in its entirety was affirmed. Federal 
Power Commission v. Colorado Interstate Gas Co., 348 U. S. 492. 

In said Opinion No. 235, the Commission found that the overall cost of service 
for the test year, 1952, was $14,952,567. Included in this total cost of service 
was the item of $573,332 as the estimated Texas gathering tax. Concerning 
this item of Texas gathering tax, the Commission stated (Opinion No. 235, 11 
F. P. C. 324, 349) :1 

We note from the press that a district court of the state of Texas has 
held unconstitutional the Texas Gathering Tax but that an appeal may be 
taken. The above amount of $1,840,797 includes the estimated Texas gather- 
ing tax for the year 1952 in the amount of $573,332. Colorado is currently 
paying such tax under protest. It does not appear to us that we can make 
an adjustment therefor at this time, on the basis of these reports, but if 
Colorado is relieved from paying such tax we shall require a further rate 
reduction. 

At the time of the Commission decision in this proceeding, the Commission 
could not exclude the Texas gathering tax from the cost of service, since it was 
actually being paid by Colorado Interstate, though under protest. Though the 
State District Court of Texas had held the tax unconstitutional, the Court of 
Civil Appeals reversed, holding the tax statute constitutional. 

On appeal from the State appellate court of Texas, the Supreme Court of 
the United States held that the Texas gathering tax was unconstitutional as 
applied to an interstate pipeline company. Michigan-Wisconsin Pipe Line Co. v. 
Calvert, 347 U. S. 157. 

The State of Texas has refunded to Colorado Interstate, with interest, the 
monies paid as gathering tax by Colorado Interstate under protest. Thus, 

Solorado Interstate has received monies which belong to the rate payers, for the 


195 PUR (NS) 97, 120 (fn. 23). 
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reason that such amounts were included in the cost of service on which the 
rates of Colorado Interstate were fixed in this proceeding. Since the Texas gas 
gathering tax statute has been declared unconstitutional, Colorado Interstate 
not only has received the refund for past payments but was freed of any obliga- 
tion to continue payments for the future. As disclosed by the above-quoted para- 
graph from Opinion No. 235, the Commission recognized and put all concerned 
on notice that on the elimination of the Texas gas gathering tax, if it occurred, 
this item would be eliminated from the cost of service, and an appropriate 
reduction in the prescribed rates to reflect the elimination of such tax would 
be ordered. 

The rates prescribed by Opinion No. 235 and order issued August 8, 1952, in 

this proceeding were superseded by a new-rate filing made by Colorado Inter- 
state in Docket No. G—2260 on September 2, 1953. These new rates were per- 
mitted to go into effect under an undertaking to make refunds as of January 1, 
1954. New rates for the sale of gas for resale for industrial use only became 
effective October 3, 1953. 

On motion filed by the City and County of Denver for an order requiring 
Colorado Interstate to refund the Texas gathering tax, and Colorado Interstate’s 
response thereto, the Commission, by order issued December 28, 1954, deferred 
action thereon pending final adjudication of the rate order before the Supreme 
Court. Colorado Interstate’s response to the motion does not raise any factual 
issues, nor deny any of the basic facts stated. 

In Opinion No. 235 and accompanying order, the amount of $573,332 2 of Texas 
gathering tax was allocated $160,350 to gasoline operations and the remainder 
of $412,982 to jurisdictional and non-jurisdictional gas sales as follows 


Products extraction plants 


Total | vins | Fourway | Fritch 


Natural gas delivered to plants, less amounts 
used for fuel—Mef at 16.4# (table 1 of Opinion 
No. 235A)... 115, 134, 72 50, 300, 359 21, 034, 777 
Texas gathering tax included in joint costs at | 
0.490955¢ per Mef ($573,332+116,778,931 Mef | 
per table 1 of Opinion No. 235-A) -__-- $565, 260 | $246, 952 $103, 271 
Portion of joint costs allocated to gasoline oper- | | 
ations (p. 55 of Opinion No. 235) (percent) -...|...-.........- 24. 905 | 26. 094 
Texas gathering tax portion of joint costs allo- ; 
cated to gasoline operations ---- oowal $160, 3 $61, 503 $26, 948 $71, 


The Texas gathering tax included in the cost of service allocated to juris- 
dictional sales is computed as follows 


Sales base 
Mef at 
Amount 14.65# Cents per 
of tax | table III of Mef 
Opinion 
| No. 235 





Texas gathering tax—Total ___ taninindsabene ; $573, 332 159, 812, 000 0 35875 
Allocated to gasoline operations........................-- (160, 350) | 150, ¢ 663, Ovo (0. 10643) 


Tax included in cost of service of jurisd'ctional sales__. ea : 0. 25232 





2 The item of $573,332 involved is the amount included in the cost of service as a con- 
tingent item subject to subsequent refund. Accordingly, neither the actual amount of 
Texas gathering tax paid by Colorado Interstate nor the amount of refund received by 
it is relevant for purposes of this order which merely reflects what the rate reduction 
would have been if the Texas gathering tax had not been included in the cost of service. 


468917—59—68 
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Thus, the rates fixed by order in Opinion No. 235, as modified in Opinion No. 
235-A, include a component for the Texas gathering tax of 0.25232 cents per 
Mcf, which, as stated in said Opinion No. 235, cannot lawfully be retained by 
Colorado Interstate and must be refunded. The amount of refund ® should be 
determined by multiplying the above-stated component of 0.25232 cents per Mcf 
by the total volumes of gas sold by Colorado Interstate under its resale rate 
schedules to its wholesale customers for the following periods: 

(a) Sales for resale from Colorado Interstate’s pipeline system, except for 
resale for industrial use only, from August 8, 1952, to January 1, 1954 (the date 
Colorado Interstate’s resale rates filed September 2, 1953, for such service became 
effective). 

(b) Sales for resale from Colorado Interstate’s pipeline system under rate 
schedules for the sale for resale for industrial use only from August 8, 1952, to 
October 3, 1953 (the date Colorado Interstate’s rates filed September 2, 1953 
for such service became effective). 

(c) Sales to Natural Gas Pipeline Company of America from October 27, 
1952, the effective date of the increased rate filed by Colorado Interstate to 
recover the cost of service, which included the component of the Texas gather- 
ing tax, to Natural Gas Pipeline Company as found and determined by said 
Opinion No. 235, to January 1, 1954, the date Colorado Interstate’s rate filed 
September 2, 1953, for such service became effective. 

(d) No refund is due for sales to Clayton Gas Company since it was found 
in Opinion No. 235, 11 F. P. C. 324, 361, that the existing rate did not cover the 
cost of service for that sale, and Colorado Interstate proposed no increase 
therefor. 

The Commission finds: 

For the reasons hereinbefore stated, it is necessary and appropriate, to carry 
out the provisions of the Natural Gas Act, that Colorado Interstate Gas Com- 
pany refund as hereinafter ordered the amount of Texas gas gathering tax 
which was provisionally and contingently included in the cost of service by 
Opinion No. 235 and accompanying order. 

The Commission orders: 

(A) Colorado Interstate Gas Company is hereby ordered to refund the allo- 
eated portion of the amount of the Texas gathering tax (such allocated portion 
pertaining to sales for resale being 0.25232 cents per Mcf) which was provision- 
ally included in the cost of service on which the rates were fixed by Opinion 
No. 235 and order issued August 8, 1952 in this proceeding. 

(B) Such refund shall be made by Colorado Interstate Gas Company within 
30 days from the date of the issuance of this order. 

(C) Upon completion of distribution of refunds as provided herein, Colorado 
Interstate Gas Company shall file with the Commission a full and complete 
report with respect to the refund of the amounts related to the Texas gathering 
tax. 

(D) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by this Commission in any proceeding now 
pending or hereafter instituted by or against Colorado Interstate Gas Company. 
Commissioner Stueck not participating. 


3 Colorado Interstate is required to refund to the ultimate consumers the amount of 
$4,426,357 (plus accumulated net earnings) pursuant to an order of the Court of Appeals 
for the Tenth Circuit. Said amount represents the funds deposited in escrow, pursuant 
to the stay order of the Tenth Circuit on review of Opinion No. 235, and is the difference 
between the rates allowed by the Court’s stay order to remain in effect and those pre- 
scribed by the Commission’s rate order. The amount of Texas gas gathering tax ordered 


to be refunded by this order is not included in the funds held in escrow under the Court’s 
order. 
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Findings and order issuing certificate of public convenience and necessity 
and approving abandonment of facilities 


The Ohio Fuel Gas Co. 
Docket No. G—8840 
October 13, 1955 


The Ohio Fuel Gas Company (Applicant), an Ohio corporation with its prin- 
cipal office at Columbus, Ohio, filed an application on May 2, 1955, as amended 
on July 11, 1955, for a certificate of public convenience and necessity, pursuant 
to Section 7 of the Natural Gas Act, authorizing the construction, operation, 
looping and partial abandonment of certain facilities in Ohio, as hereinafter 
described, subject to the jurisdiction of the Commission, all as more fully repre- 
sented in the application. 

Applicant proposes to construct and operate a total of 8.4 miles of 16-inch 
©. D. pipeline, consisting of the following: 

(1) Approximately 6.2 miles of 16-inch O. D. transmission line replacing 5.6 
miles of 10% and 12%-inch O. D. line between Henrietta Hills and Amherst in 
Lorain County. The extra mileage is required to reroute the line around the 
built-up area of South Amherst, located midway between Henrietta Hills and 
Amherst. 

(2) Approximately 2.2 miles of 16-inch O. D. transmission line looping part 
of Applicant’s line supplying Berea and Parma. 

Upon completion of the proposed construction, Item (1) above, the existing 
5.6 miles of pipeline to be replaced will be accounted for as follows: 

(a) 1.1 miles will be removed and salvaged. Cost of retirement $2,600, value 
$3,700. 

(b) 3.0 miles will be utilized in place for distribution service in the area 
between South Amherst and Amherst. 

(c) 1.5 miles will be utilized in place as a transmission line for rendering 
service to South Amherst. 

Applicant states that no abandonment of service will result from the proposed 
rearrangements. 

The proposed facilities will increase the capacity of Applicant’s pipeline sys- 
tem north of Wellington to enable it to meet the demands of its customers in 
this area. Its peak day market requirements, including industrial loads in this 
area, which includes Oberlin, Wellington, Sandusky, Amherst, Lorain, Bay Vil- 
lage, Berea, and Parma, are estimated to increase from 195,200 Mcf per day in 
1955 to 225,700 Mef in 1958. ; 

The total estimated “out-of-pocket cost” of the proposed construction, including 
cost of retirement, will be approximately $379,000, which will be financed through 
issuance of securities to Applicant’s parent, Columbia Gas System, Inc. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 7, 1955, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the ap- 
plication has been received. Staff Counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 

The Commission finds: 
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(1) The Applicant is a “natural-gas company” within the meaning of the 
Natural Gas Act as heretofore found by the Commission in its order of August 21, 
1945, in Docket No. G-371, 4 F. P. C. 1033. 

(2) The facilities hereinbefore described have been, or are proposed to be, 
used in the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as an integral part of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (b), (c), and (e) of Section 7 of the 
Natural Gas Act. 

(3) The proposed abandonment of facilities by Applicant is required by the 
public convenience and necessity, and authorization and approval therefor should 
be granted as hereinafter ordered. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (iii), (3) (iv), and 5 of Sec- 
tion 157.20 of the Commission’s General Rules and Regulations, including the 
Rules of Practice and Procedure, should attach to the issuance of the certificate 
referred to in paragraph (5) above, and to the exercise of the rights granted 
thereunder, and that the time within which construction of facilities authorized 
by this order should be completed and said facilities should be placed in actual 
operation should be fixed at 4 months from the date on which this order issues. 

(7) A request during the public hearing by Staff Counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) The Ohio Fuel Gas Company be and hereby is granted permission and 
approval to abandon the facilities described herein, subject to the jurisdiction 
of the Commission, as more fully represented in the application in this proceeding. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding, 
for the transportation and sale of natural gas as therein set forth, upon the 
terms and conditions of this order. 

(C) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (8) (iii), (8) (iv) and 5 of Section 157.20 of the 
Commission’s General Rules and Regulations, including Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph 
(B) hereof, and to the exercise of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and said facilities shall be placed in actual operation as provided by 
paragraph (2) of Section 157.20 of the Commission’s Rules is hereby fixed at 4 
months from the date on which this order issues. 

Commissioner Digby not participating. 
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Findings and order issuing certificate of public convenience and necessity 
and granting permission to abandon facilities 


The Ohio Fuel Gas Co. 
Docket No. G-9053 
October 13, 1955 


The Ohio Fuel Gas Company (Applicant),.an Ohio corporation, with its 
principal place of business in Columbus, Ohio, filed an application on June 20, 
1955, for a certificate of public convenience and necessity pursuant to Section 7 
of the Natural Gas Act, authorizing applicant to construct and operate an 
aggregate of 8 miles of 544-inch to 85s-inch pipelines, replacing in the same loca- 
tion a like amount of 3-inch to 6-inch lines now in use, as hereinafter described, 
subject to the jurisdiction of the Commission all as more fully represented in 
the application. Applicant also requests permission to abandon the facilities 
to be replaced. No service will be discontinued by reason of the proposed 
abandonment. 

Applicant proposes to replace these different laterals supplying respectively 
the communities of Versailles, Plymouth, and Cambridge, in Shelby, Richland, 
and Guernsey Counties, Ohio. The existing lines were laid in 1926, 1903, and 
1912. 

Applicant shows that the existing laterals are inadequate to carry the 
quantity of gas needed on peak days next winter. The proposed replacements 
are required to enable Applicant to satisfy requirements in the aforenamed 
communities. 

Estimated cost of construction of the proposed facilities is $128,000. Book 
value of facilities to be retired is $25,560 with cost of retiring of $2,050 and 

2,500 salvage. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 7, 1955, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the appli- 
cation has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a de- 
cision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 

The Commission finds: 

(1) The Ohio Fuel Gas Company (Applicant) is a “natural-gas company” 
within the meaning of the Natural Gas Act as heretofore found by the Commis- 
sion in its order of August 21, 1954, in Docket No. G-371, 4 F. P. C. 1033. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s existing pipe- 
line system, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed abandonment of facilities by Applicant is required by the 
public convenience and necessity, and authorization and approval therefor should 
be granted as hereinafter ordered. 
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(5) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (iii), (3) (iv), and (5) of 
Section 157.20 of the Commission’s General Rules and Regulations, including 
the Rules of Practice and Procedure, should attach to the issuance of the cer- 
tificate referred to in paragraph (5) above, and to the exercise of the rights 
granted thereunder, and that the time within which construction of facilities 
authorized by this order should be completed and said facilities should be placed 
in actual operation should be fixed at three months from the date on which 
this order issues. 

(7) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission's 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the ate nahi is granted pursuant to Section 
1.30 (ce) (1) of said Rules. 

The Commission orders: 

(A) The Ohio Fuel Company be and hereby is granted permission and ap- 
proval to abandon the facilities described herein, subject to the jurisdiction of 
the Commission, as more fully represented in the application in Docket No, 
G-9053. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding, 
for the transportation and sale of natural gas as therein set forth, upon the 
terms and conditions of this order. 

(C) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (iii), (8) (iv), and (5) of Section 157.20 of the 
Commission’s General Rules and Regulations, including Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph 
(B) hereof, and to the exercise of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and said facilities shall be placed in actual operation as provided by 
paragraph (2) of Section 157.20 of the Commission’s rules is hereby fixed at 
three months from the date on which this order issues. 

Commissioner Digby not participating. 


Findings and order issuing certificate of public convenience and necessity 
United Fuel Gas Co. 
Docket No. G-9070 
October 13, 1955 


The United Fuel Gas Company, Applicant, a West Virginia corporation with 
its principal place of business in Charleston, West Virginia, filed, on June 24, 
1955, an application for a certificate of public convenience and necessity pur- 
suant to Section 7 (c) of the Natural Gas Act, authorizing the Applicant to 
construct and operate facilities as hereinafter described, subject to the jurisdic- 


tion of the Commission, all as more fully represented in the application. 
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By letter dated July 14, 1955, and filed July 15, 1955, Applicant amended its 
application and agreed to the inclusion of the following condition in any order 
issued: “Unless by further authorization sought and obtained from this Com- 
mission the sale and delivery of natural gas for industrial service shall not 
be made directly from the facilities herein authorized except for such sale to 
Kaiser Aluminum and Chemical Corporation in quantities not to exceed 5,500 
Mcef per day.” 

Applicant proposes to construct and operate approximately six miles of 10%- 
inch natural-gas transmission pipeline, designated as Line EM-63 in its appli- 
eation, together with appurtenant equipment. 

Said line will run from a point of interconnection with Applicant’s existing 
18-inch line, designated as Line E, located in Jackson County, West Virginia, in 
a southwesterly direction for approximately 6 miles to the premises of the 
Kaiser Aluminum & Chemical Corporation located near the town of Ravens- 
wood, Jackson County, West Virginia, where the proposed line will terminate. 
Near the southern terminus of said Line (EM-63) and on the premises of 
Kaiser, Applicant proposes to construct and operate gas regulating and measur- 
ing facilities. 

Applicant proposes to construct and operate said proposed facilities for the 
purpose of transporting and selling natural gas primarily and directly to the 
Kaiser Aluminum and Chemical Corporation for industrial consumption in its 
aluminum fabricating plant now under construction. 

In addition, the proposed line (EM-63) has been designed to provide sufficient 
transmission capacity to serve an anticipated increase of industrial, commercial 
and residential gas requirements in the Ohio River Valley. 

Applicant estimates the cost of the proposed transmission facility (Line 
EM-63) to be $200,120.00. However, under agreement with Kaiser dated May 
16, 1955, Kaiser agrees to reimburse Applicant by $170,000.00 refundable in five 
years to Kaiser to the extent of 40 percent of any revenues from any other 
customers of Applicant along the line. 

Under a sales agreement dated May 16, 1955 to become effective October 1, 
1955, Applicant agrees to sell and deliver natural gas for processing purposes 
to Kaiser in quantities up to 10,000 Mcf per day. Applicant reserves the right 
to curtail deliveries whenever and to the extent necessary in its sole judgment 
the protection of service to domestic customers may require. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 5, 1955, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the appli- 
eation has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a deci- 
sion herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Prac- 
tice and Procedure. Temporary authorization for these facilities was granted 
on September 2, 1955. 

The Commission finds: 

(1) Applicant, a West Virginia corporation having its principal place of busi- 
ness in Charleston, West Virginia, owns and operates, among other facilities, a 
natural-gas transmission pipeline system located in West Virginia, Ohio, and 
Kentucky: by such operations Applicant is engaged in the transportation and 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption, subject to the jurisdiction of the Commission, and is, therefore, a 
“natural-gas company” within the meaning of that term as it is used in the 
Natural Gas Act, as heretofore found by the Commission in its order of March 
1, 1944, in Docket No. G-341, 4 F. P. C. 534. 
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(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s existing pipe- 
line system. The construction and operation of the facilities by Applicant are, 
therefore, subject to the requirements of subsections (c) and (e) of Section 7 of 
the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities subject to the 
jurisdiction of the Commission, as hereinbefore described, are required by the 
public convenience and necessity, and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(5) The public convenience and necessity require that the following terms 
and conditions should attach to the certificate hereinafter issued and to the 
exercise of the rights granted thereunder : 

(a) Those set forth in Section 157.20 (a), (b), (ec) (1), (e) (3), (ce) (4) 
and (e) of the Commission’s Rules of Practice and Procedure. 

(b) The time within which the facilities hereby authorized shall be con- 
structed and placed in operation, as provided by paragraph (b) of Section 
157.20 of the Commission’s Rules of Practice and Procedure, is hereby fixed at 
3 months from the date on which this order issues. 

(c) Unless by further authorization sought and obtained from this Commis- 
sion, the sale and delivery of natural gas for industrial service shall not be 
made directly from the facilities herein authorized except for such sale to 
Kaiser Aluminum and Chemical Corporation in quantities not to exceed 5,500 
Mcf per day. 

(6) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure, under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be, and the same hereby 
is issued, authorizing the Applicant to construct and operate the facilities here- 
inbefore described, and as more fully described in the application and exhibits 
in this proceeding, for the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission and upon the following 
terms and conditions, viz: 

(1) Those set forth in Section 157.20 (a), (b), (ce) (1), (e) (8), (e) (4) 
and (e) of the Commission’s Rules of Practice and Procedure. 

(2) The time within which the facilities hereby authorized shall be con- 
structed and placed in operation, as provided by paragraph (b) of Section 
157.20 of the Commission’s Rules of Practice and Procedure, is hereby fixed 
at 3 months from the date on which this order issues. 

(3) Unless by further authorization sought and obtained from this Commis- 
sion, the sale and delivery of natural gas for industrial service shall not be made 
directly from the facilities herein authorized except for such sale to Kaiser 
Aluminum and Chemical Corporation in quantities not to exceed 5,500 Mef 
per day. 

Commissioner Digby not participating. 
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Findings and order directing additional sales and deliveries of gas 


City of Elberton, Georgia, and City of Hartwell, Georgia 


Docket Nos. G—9091, G—9193 
October 13, 1955 


The City of Elberton, Georgia, and the City of Hartwell, Georgia (hereinafter 
referred to as Elberton and Hartwell, respectively), municipalities organized 
and existing under the laws of Georgia, filed applications on June 30, 1955, and 
August 3, 1955, respectively for orders pursuant to Section 7 (a) of the Natural 
Gas Act, directing Transcontinental Gas Pipe Line Corporation (hereinafter 
referred to as Transco) to supply Elberton 200 Mcf of natural gas per day, in 
addition to its present allocation of 1,590 Mcf per day and to supply Hartwell 
3800 Mcf of natural gas per day, in addition to its present allocation of 1,000 Mcf 
per day which Transco has heretofore been authorized to deliver. 

Elberton and Hartwell state that they are legally authorized to engage in and 
are engaged in the local distribution of natural gas to the public. 

Elberton and Hartwell are existing customers of Transco and Transco is their 
only source of supply of gas; thus they are entirely dependent upon Transco for 
additional quantities of gas to enable them to take care of the rapidly increasing 
demands for gas of their respective local customers. 

The Commission in various proceedings has allocated Elberton and Hartwell 
specific quantities of gas. In the Commission’s order in Docket No. G—4185 
issued March 7, 1955, accompanying Opinion 280, 14 F. P. C. 1, Elberton was 
allocated an additional 470 Mcf per day, bringing its total to 1,590 Mcf per day 
and Hartwell was allocated an additional 608 Mcf per day, bringing its total 
to 1,000 Mcf per day. 

The 1,590 Mcf per day presently allocated Elberton is wholly inadequate to 
serve the needs of its consumers in the reasonably foreseeable future and its 
gas load is now expected to grow at a much more rapid rate than previously 
anticipated. 

Hartwell states that current construction of three new school buildings and 
one hospital in the area will increase its peak demand by 100 Mcf per day, and 
existing customers and those expected to be connected te the system, other than 
those mentioned above, will increase its demand approximately 200 Mcf per day 
during the heating season of 1955-56. 

Transco filed on August 15, 1955, a response to Hartwell’s application stating 
it would be able to supply the additional 200 Mcf per day conditioned upon the 
completion of its current expansion program as authorized in Docket Nos. 
G-—2367 and G-—4185; such expansion is expected to be completed on or about 
November 1, 1955. 

Transco filed on August 15, 1945, a response to Hartwell’s application making 
the same response as that to Elberton’s application. 

After due notice of the applications herein by publication in the Federal 
Register on September 14, 1955 (20 FR 6755) no petition to intervene or protest 
to the granting of the applications has been received. 

The Commission finds: 

(1) Transcontinental Gas Pipe Line Corporation, a Delaware corporation, 
having its principal place of business at Houston, Texas, is engaged in the 
transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption, subject to the jurisdiction of the Commission, and 
is, therefore, a “natural-gas company” within the meaning of the Natural Gas 
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Act, as heretofore found by the Commission in its order of January 26, 1951, 
in Docket No. G—1414 and reported at 10 FPC 530. 

(2) Elberton and Hartwell are municipalities organized and existing under 
the laws of Georgia and are legally authorized to engage in and are engaged 
in the local distribution of natural gas to the public. 

(3) It is necessary and desirable in the public interest to direct Transco to 
supply Elberton 200 Mcf of natural gas per day, in addition to its present 
allocation of 1,590 Mcf per day. 

(4) It is necessary and desirable in the public interest to direct Transco to 
supply Hartwell 300 Mcf of natural gas per day in addition to its present 
allocation of 1,000 Mcf per day. 

(5) The requirement that Transco serve Elberton and Hartwell, as herein 
described, will not place an undue burden upon Transco nor require Transco 
to construct any facilities or enlarge its transportation facilities for such pur- 
poses beyond those already authorized in Docket Nos. G—2367 and G—4185, nor 
will it impair Transco’s ability to render adequate service to Transco’s other 
existing customers. 

The Commission orders: ‘ 

(A) Transco be and it is hereby directed to sell and deliver to Elberton 
200 Mcf of natural gas per day, in addition to its present allocation of 1,590 
Mcf per day. 

(B) Transco be and it is hereby directed to sell and deliver to Hartwell 
300 Mcf of natural gas per day, in addition to its present allocation of 1,000 
Mcf per day. 

(C) The sales and additional deliveries described in (A) and (B) above are 
to commence upon the completion of Transco’s current expansion program as 
authorized in Docket Nos. G—2367 and G—4185. 

(D) Transco shall report to the Commission, in writing and under oath, the 
date of commencement of additional service to Elberton and Hartwell as herein 
ordered. 

Commissioner Digby not participating. 


Findings and order issuing certificates of public convenience and necessity 


Texas Illinois Natural Gas Pipeline Co. and Natural Gas Storage Co. of Illinois; 
Texas Illinois Natural Gas Pipeline Co. 


Docket Nos. G—8705, G—8905 
October 14, 1955 


Texas Illinois Natural Gas Pipeline Company (Texas Illinois) and Natural 
Gas Storage Company of Illinois (Storage Company) filed a joint application 
in Docket No. G-—8705 on March 30, 1955, as supplemented on April 28, 1955, 
and June 27, 1955, for a certificate of public convenience and necessity, pursuant 
to Section 7 of the Natural Gas Act. The application seeks authorization for 
construction and operation of a meter and regulating station and appurtenant 
facilities for the sale of gas by Texas Illinois to Northern Illinois Gas Company 
for resale in the Village of Herscher, Illinois. Storage Company requests 
authority to establish connection with the proposed meter and regulating station 
of Texas Illinois and to transport natural gas to that point for the account of 
Texas Illinois. 
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Storage Company owns and operates a 30-inch transmission line extending 
easterly from a point of connection with the main transmission line of Texas 
Illinois to a point in the Herscher Storage Field in Kankakee County, Illinois, 
near the Village of Herscher, Illinois. The proposed meter and regulating sta- 
tion of Texas Illinois will be constructed on the eastern end of Storage Com- 
pany’s line near the Village of Herscher. The estimated cost of the facilities to 
be constructed by Texas Illinois in Docket No. G—8705 is $10,850 to be financed 
from funds on hand. The estimated cost of the facilities to be constructed by 
Storage Company is $1,450 to be financed from funds on hand. 

On May 16, 1955, Texas Illinois filed an application in Docket No. G—8905, as 
supplemented on June 27, 1955, for a certificate of public convenience and 
necessity authorizing it to construct and operate a meter and regulating station 
on its main pipeline system in Grundy County, Illinois, for the purpose of selling 
natural gas to Northern Illinois Gas Company for resale in the communities of 
Braidwood, Coal City, Mazon, and Wilmington, Illinois, which do not now have 
natural gas service. The estimated cost of the facilities is $31,100 to be paid 
for out of funds on hand. 

Northern Illinois Gas Company will supply gas to the five communities 
involved in Docket Nos. G—8705 and G—8905 from its allocation of gas authorized 
in Docket Nos. G—1246, G—1477 and G—1914. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 28 and October 5, 1955, respecting the matters involved in and the 
issues presented by the applications. No petition to intervene or protest to the 
granting of the applications has been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and the Com- 
mission render a decision herein pursuant to Section 1.30 (c) (1) of the Com- 
mission’s Rules of Practice and Procedure. 

The Commission finds: 

(1) Texas Illinois Natural Gas Pipeline Company, a Delaware corporation 
with its principal place of business in Chicago, Illinois, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission by its orders issued June 14, 1950, in Docket No. G—1246, 9 F. P. C. 
122, and September 10, 1951 in Docket No. G—1669, 10 F. P. C. 1356. 

(2) Natural Gas Storage Company of Illinois, an Illinois corporation with its 
principal place of business in Chicago, Illinois, is a “natural-gas company” 
within the meaning of the Natural Gas Act as heretofore found by the Commis- 
sion in its Opinion No. 236, and accompanying order issued September 11, 1952, 
In the Matter of Natural Gas Storage Company of Illinois, Docket No. G—1757, 
11 F. P. C. 366. 

(3) Texas Illinois and Storage Company are able and willing to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(4) The facilities, hereinbefore described, to be constructed by Texas Illinois 
and Storage Company are proposed to be used in the transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, as integral parts of the existing pipeline systems of Texas Illinois and 
Storage Company, and the construction and operation thereof by Texas Illinois 
and Storage Company together with the proposed transportation of natural gas 
by Storage Company are subject to the requirements of subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(5) The proposed construction and operation of the facilities by Texas Illinois 
and Storage Company and the proposed transportation service by Storage Com- 
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pany are required by the public convenience and necessity, and certificates 
therefor should be issued as hereinafter conditioned. 

(6) The public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iff), and (5) of 
Section 157.20 of the Commission’s General Rules and Regulations (18 CFR 
157.20) should attach to the issuance of the certificates granted to Texas Illinois 
and Storage Company herein and to the exercise of the rights granted there- 
under, and that the time within which the facilities should be constructed and 
placed in operation should be fixed at three months from the date the certificates 
are issued. 

(7) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules ef Practice and Procedure was unopposed by any party of record and not 


having been denied by the Commission is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 


The Commission orders: 

(A) A certificate of public convenience and necessity is hereby issued upon 
the terms and conditions of this order authorizing Texas Illinois to construct 
and operate facilities as hereinbefore described for the purpose of selling addi- 
tional volumes of natural gas to Northern Illinois Gas Company. 

(B) A certificate of public convenience and necessity is hereby issued, upon 
the terms and conditions of this order, authorizing Storage Company to construct 
and operate facilities as hereinbefore described and to transport natural gas in 
interstate commerce for the account of Texas Illinois. 

(C) The certificates issued in paragraphs (A) and (B) herein shall be 
accepted in writing and under oath by a responsible official of the applicants, 
and the general terms and conditions set forth in paragraphs (1), (2), (3) (i), 
(3) (iii), and (5) of Section 157.20 of the Commission’s General Rules and 
Regulations shall attach to the issuance of the certificates granted in paragraphs 
(A) and (B) and to the exercise of the rights granted thereunder. The time 
within which the facilities authorized in paragraphs (A) and (B) shall be 


constructed and placed in actual operation is fixed at three months from the 
date on which this order issues. 


Commissioner Digby not participating. 


Order directing physical connection of facilities and sale of natural gas 


City of Des Arc, Arkansas; City of Hazen, Arkansas; and City of Augusta, 
Arkansas 


Docket Nos. G—8692, G—8693, G—8776 
October 19, 1955 


The City of Des Arc, Arkansas (Des Arc), a municipality organized and 
existing under the laws of the State of Arkansas, filed, on March 30, 1955, as 
supplemented July 21 and October 3, an application pursuant to Section 7 (a) 
of the Natural Gas Act for an order directing Mississippi River Fuel Corpora- 
tion (Mississippi River) to establish physical connection of its transmission 
facilities near the City of Des Arc with proposed facilities of, and to deliver and 
sell natural gas to Des Arc for resale as hereinafter described. 

Des Are proposes to construct and operate a natural-gas transmission line 
from the aforestated point of physical connection to its proposed distribution 
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system, a distance of approximately 10.9 miles, and to construct and operate a 
distribution system within its corporate limits and along the route of its pro- 
posed transmission line. The area proposed to be served by Des Arc is without 
natural gas service and the number of residents within the City of Des Arc is 
estimated at 1,750. Des Are estimates the cost of its proposed facilities at 
$240,000, proposes to accomplish the financing through issuance of bonds, and 
estimates its peak-day requirements in the fifth year of operation at 570 Mcf 
and its annual requirements in said fifth year at 66,948 Mcf. 

The City of Hazen, Arkansas (Hazen), a municipality organized and existing 
under the laws of the State of Arkansas, filed, on March 30, 1955, as supple- 
mented July 21 and October 3, an application pursuant to Section 7 (a) of the 
Natural Gas Act for an order directing Mississippi River to establish physical 
connection of its transmission facilities near the City of Hazen with the proposed 
facilities of, and to deliver and sell natural gas to Hazen for resale as herein- 
after described. 

Hazen proposes to construct and operate a natural-gas transmission line from 
the aforestated point of physical connection to its proposed distribution system, 
a distance of approximately 10.4 miles, and to construct and operate a distribu- 
tion system within its corporate limits and along the route of its proposed 
transmission line. The area proposed to be served by Hazen is without natural 
gas service and the number of residents within the City of Hazen is estimated 
at 1,600. Hazen estimates the cost of its proposed facilities at $246,000, proposes 
to accomplish the financing through issuance of bonds, and estimates its peak- 
day requirements in the fifth year of operation at 509 Mcf and its annual 
requirements in said fifth year at 63,084 Mcf. 

The City of Augusta, Arkansas (Augusta), a municipality organized and 
existing under the laws of the State of Arkansas, filed, on April 20, 1955, as 
supplemented June 27, an application pursuant to Section 7 (a) of the Natural 
Gas Act for an order directing Mississippi River to establish physical connection 
of its transmission facilities near the City of Augusta with the proposed facilities 
of, and to deliver and sell natural gas to Augusta for resale as hereinafter 
described. 

Augusta proposes to construct and operate a natural-gas transmission line 
from the aforestated point of physical connection to its proposed distribution 
system, a distance of approximately 10 miles, and to construct and operate a 
distribution system within its corporate limits. The area proposed to be served 
by Augusta is without natural gas service and the number of residents within 
the City of Augusta is estimated at 2,500. Augusta estimates the cost of its 
proposed facilities at $306,160, proposes to accomplish the financing through 
issuance of bonds, and estimates its peak-day requirements in the fifth year of 
operation at 969 Mcf and its annual requirements in said third year at 
117,354 Mcf. 

Mississippi River filed answers to the applications herein on May 2, May 20, 
July 29, and September 26, 1955. In its second amended answer, filed Sep- 
tember 26, Mississippi River stated that it “* * * now believes that it has 
sufficient capacity and gas supply to serve the applicants in this consolidated 
proceeding * * *,” and that it had no objection to the granting of the applica- 
tions. Mississippi River did not request a hearing. 

Due notice of the filing of the application, including publication in the Federal 
Register on August 24, 1955 (20 FR 6199-6200), has been given. This proceeding 
was originally set for formal hearing on September 22, 1955, by a notice of 
applications and date of hearing dated August 18, 1955, as postponed to Sep- 
tember 29, 1955, by a notice of continuance dated September 9, 1955. However, 





1046 FEDERAL POWER COMMISSION 


after Mississippi River filed its amendatory answer stating that it had no objec- 
tion to the granting of the applications, there was no further necessity for a 
hearing. The three applicants all filed petitions to intervene in the proceedings 
upon the applications of the other applicants herein, but have now stated that 
they have no objections to the granting of the other applications. The Arkansas 
Public Service Commission filed a notice of intervention in support of the appli- 
cations in this proceeding. No other protests or petitions to intervene in this 
proceeding have been filed. 

The Commission finds: 

(1) The Cities of Des Arc, Hazen and Augusta, Arkansas, are municipalities 
legally authorized to engage in the local distribution of natural gas to the public. 

(2) Mississippi River Fuel Corporation, a Delaware corporation having its 
principal place of business in St. Louis, Missouri, owns and operates a natural- 
gas transmission pipeline system located in the States of Texas, Louisiana, 
Arkansas, Missouri and Illinois, and by such operations Mississippi is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act as heretofore found by the Commission in its order of March 1, 1944, 
in Docket No. G—291, 4 FPC 535. 

(3) It is necessary and desirable in the public interest to direct Mississippi 
River Fuel Corporation to establish physical interconnections of its transporta- 
tion facilities with the proposed facilities of and deliver and sell natural gas to 
the three applicants for service in the Cities of Des Arc, Hazen, and Augusta, 
Arkansas. 

(4) The service requested herein by the applicants will not place an undue 
burden on Mississippi River Fuel Corporation nor will it impair its ability to 
render adequate service to its existing customers. 

The Commission orders: 

(A) Mississippi River Fuel Corporation be and is hereby directed to establish 
physical interconnections of its transportation facilities with the proposed 
facilities of the applicants, and to deliver and sell natural gas to the applicants 
for service in the Cities of Des Arc, Hazen and Augusta, Arkansas. 

(B) Mississippi River Fuel Corporation shall report to the Commission, in 
writing and under oath, the date of commencement of the service directed in 
paragraph (A) above. 

(C) The issuance of this order does not imply approval by the Commission 
of any estimate, fee or charge set forth in the applications and the supplements 
thereto. 

Commissioners Digby and Connole not participating. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G-8734 
October 20, 1955 


El Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal office in El Paso, Texas, filed an application on April 7, 1955, which 
was supplemented on May 6, for a certificate of public convenience and necessity 


pursuant to Section 7 of the Natural Gas Act, authorizing Applicant to render 
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service as hereinafter described, subject to the jurisdiction of the Commission, 
all as more fully represented in the application which is on file with the Com- 
mission and open for public inspection. 

Applicant proposes to construct and operate approximately 31.9 miles of 
85s-inch pipeline extending from a point of connection with its existing 12%-inch 
Saguaro Line in Pinal County, Arizona, in a northeasterly direction to a point 
of connection with its 65¢-inch and 85s-inch laterals presently serving the 
Arizona Public Service Company and the San Manuel Copper Corporation in 
the Mammouth and San Manuel area of Arizona, together with an additional 
meter station on its existing 85s-inch line, for the sale and delivery of addi- 
tional gas to copper company for use in its new copper mining and smelting 
plant, and to the Arizona Service Company for resale to domestic and commer- 
cial consumers in the Mammouth and San Manuel area. 

The estimated cost of the proposed facilities is $532,602 which will be financed 
by an advance to Applicant of approximately $220,300 by the San Manuel Copper 
Corporation in aid of construction, and the remainder will be financed by 
Applicant out of its available treasury funds. The construction advance will 
be repaid, together with 3% interest on the unpaid balance in monthly install- 
ments equalling % of the monthly billing to San Manuel Copper Corporation. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 11, 1955, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its prin- 


cipal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and therefore is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 


fore found by the Commission in its January 11, 1944, order in Docket No. 
G-288, 4 FPC 486. 


(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transportation and sale of natural 
gas in interstate commerce as integral parts of Applicant’s existing pipeline 
system, and the construction and operation thereof by Applicant are subject to 
the requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
for the transportation and sale of natural gas as therein set forth, are required 
by the public convenience and necessity, and a certificate therefor should be 
issued as hereinafter ordered and conditioned. 

(5) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate 
the facilities hereinbefore described, subject to the jurisdiction of the Commis- 
sion, all as more fully described in the application in this proceeding, for the 
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transportation and sale of natural gas as therein set forth, upon the terms and 
conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a 
responsible official of Applicant and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in 
actual operation as provided by paragraph (2) of Section 157.20 of the Com- 
mission’s Rules of Practice and Procedure by April 1, 1956. 

Commissioners Digby and Connole not participating. 


Findings and order issuing certificate of public convenience and necessity 
Zenith Gas System, Inc. 
Docket No. G—9084 
October 20, 1955 


Zenith Gas System, Inc. (Applicant), a Delaware corporation with its prin- 
cipal place of business in Alva, Oklahoma, filed an application on June 28, 1955, 
for a certificate of public convenience and necessity, pursuant to Section 7 of 
the Natural Gas Act, authorizing the construction and continued operation of 
gas transmission facilities as hereinafter described, subject to the jurisdiction 
of the Commission, all as more fully presented in the application. 

Applicant seeks authorization for the construction and operation of 12.5 miles 
of 65-inch gas transmission line extending from the Aetna Field to its existing 
system, both termini in Barber County, Kansas. Applicant’s system extends from 
gas supply sources in Kansas to its markets in Oklahoma. 

The facilities for which Applicant seeks authorization were constructed in 
1944 for the purpose of securing an additional supply of natural gas in order to 
serve increased firm demands of existing customers. Applicant states that, upon 
completion of the facilities involved herein, additional capacity of 1,300 Mcf per 
day became available, reducing overload on its existing facilities. 

The actual cost of construction of the facilities was $90,384 financed out of 
treasury cash. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 14, 1955, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the appli- 
cation has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 

The Commission finds: 

(1) Zenith Gas System, Inc. (Applicant) is a “natural-gas company” within 
the meaning of the Natural Gas Act as heretofore found by the Commission in 
its order of December 11, 1945, in Docket No. G-—393, 4 F. P. C. 1122. 

(2) The facilities hereinbefore described are used in the transportation of 
natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, as an integral part of Applicant’s existing pipeline system, and the con- 
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struction and operation thereof by Applicant are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts proposed in said 
application and to conform to the requirements, rules and regulations of the 
Commission thereunder. 

(4) The continued operation of the facilities by Applicant are required by 
the public convenience and necessity, and a certificate therefor should be issued 
as hereinafter order and conditioned. 

(5) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission's 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing the continued operation of the facilities hereinbefore 
described, all as more fully described in the application and exhibits appended 
thereto in this proceeding for the purposes therein set forth, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) The certificate shall be accepted in writing and under oath by Applicant 
within 30 days from the issuance of this order. 

(C) The certificate is issued herein without prejudice to the Commission's 
right to impose sanctions against the Applicant for the unauthorized construc- 
tion and operation of the subject facilities. 

Commissioners Digby and Connole not participating. 


Order approving exhibit 
South Carolina Plectrie & Gas Co. 
Project No. 516 
October 21, 1955 


An application was filed September 21, 1955, supplementing and superseding 
in part one filed August 22, 1955, by South Carolina Electric & Gas Company, 
licensee for major Project No. 516, for amendment of plans to provide for 
alterations to the 114,000-volt substation, now part of the project works under 
license, consisting of the installation of three 3,333-kva transformers and 
appurtenant equipment and the relocation of one steel structure of the sub- 
station. 

Supplemental Exhibit M, which describes the additions and alterations to 
the substation, was filed as part of the application. 

Applicant states that the proposed change is necessary because of the greatly 
increased loads in the area. 

The Commission finds: 

The following exhibit conforms to the Commission’s rules and regulations and 
should be approved as part of the license for the project: 

Exhibit M (Supplemental)—One typewritten sheet describing additions and 
alterations to 114,000-volt substation, filed September 21, 1955. 

The Commission orders: 

Supplemental Exhibit M is approved as part of the license for Project No. 516. 


Commissioners Digby and Connole not participating. 
468917—59—69 
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Order approving ewhibits 
Upper Peninsula Power Co. 
Project No. 1864 
October 21, 1955 


Pursuant to Article 26 of the license for major Project No. 1864, Upper 
Peninsula Power Company, licensee for the project, filed with the Commission 
on June 20, 1955, Exhibit J, one sheet (F. P. C. No. 1864-3), entitled General 
Map of Bond Falls Development, Storage Reservoir and Canal, and Exhibit K, 
two sheets (F. P. C. Nos. 1864-4 and 5), entitled Bond Falls Development, 
Storage Reservoir and Canal. 

The Commission finds: 

The above-described exhibits conform to the Commission’s rules and regula- 
tions and should be approved as part of the license for the project. It is unnec- 
essary for Exhibit F filed by the licensee to be approved as part of the license. 

The Commission orders: 

(A) The above-described Exhibits J and K are approved as part of the license 
for Project No. 1864. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the 
Federal Power Act and failure to file such an application shall constitute 
acceptance of this order. 

Commissioners Digby and Connole not participating. 


Order amending preliminary permit 
Coos-Curry Electric Cooperative, Inc. 
Project No. 2172 
October 21, 1955 


The Commission on May 24, 1955, 14 F. P. C. 753, issued to Coos-Curry 
Hlectric Cooperative, Inc., of Coquille, Oregon, a preliminary permit for a period 
of 36 months, effective as of May 1, 1955, for proposed Project No. 2172, to be 
known as Bald Mountain project and located on the Illinois River, a tributary 
to Rogue River, in Josephine and Curry Counties, Oregon. 

By letter dated June 17, 1955, and received in the Commission on June 24, 
1955, the Fish Commission of Oregon requested, because of its interest and 
responsibility under State law for the maintenance and protection of the fisheries 
resources of the State, that Article 10 of the permit be amended to include it as 
one of the agencies with which the Permittee shall consult and cooperate in the 
interest of preservation of the fisheries resources which may be affected by the 
proposed project. 

By letter dated July 19, 1955, in response to the Commission’s July 8, 1955, 
letter, the Permittee informed the Commission that it had no objection to the 
amendment of Article 10 of the permit to include the Fish Commission of 
Oregon as an agency with which to cooperate regarding fish and wildlife matters. 

The Commission finds: 

It is appropriate and desirable to amend the preliminary permit for Project 
No. 2172 as hereinafter provided. 
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The Commission orders: 

(A) The preliminary permit for proposed Project No. 2172, which was issued 
May 24, 1955, to Coos-Curry Electric Cooperative, Inc., is amended, effective as 
of May 1, 1955, to include the Fish Commission of Oregon as an agency with 
which the Permittee shall consult and cooperate in the interest of preservation 
of the fisheries resources of the area which may be affected by the proposed 
project; said amendment being: 

PARAGRAPH I. Article 10 of the preliminary permit is amended to read as 
follows: 

Article 10. The Permittee shall, during the period of project planning, con- 
sult and cooperate with the Oregon State Game Commission, the Oregon State 
Fish Commission, the U. 8. Fish and Wildlife Service and the Forest Service 
in order that due consideration may be given to the interests of these agencies 
in the preservation of the fish and wildlife resources of the area which may be 
affected by the proposed project. 

PARAGRAPH II. The amendment in the manner set out above shall not 
operate to alter or amend the preliminary permit in any other respect, and shall 
not in any way constitute a waiver of any other part, provision or condition of 
the permit. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such application shall constitute accept- 
ance of this amendment of preliminary permit. In acknowledgment of the 
acceptance of this amendment of preliminary permit, it shall be signed for the 
Permittee and returned to the Commission within 60 days from the date of 
issuance of this order. 

Commissioners Digby and Connole not participating. 


Order postponing action on motion to dismiss and referring proceedings to 
examiner 


Sun Oil Co., G—8288; E. J. Hudson, et al., G-4335; Maracaibo Oil Exploration 
Corp., G-6279; Sohio Petroleum Co., G—8488 


October 24, 1955* 


These matters are before the Commission upon the Presiding Examiner’s 
certification of the motion made upon the record by counsel for the Staff of the 
Commission on September 16, 1955, to dismiss the applications filed under the 
Natural Gas Act by the above-designated applicants for proposed increases in 
rates. The motion to dismiss was joined in by all party-interveners present. 
(T. 749, 750, et seq.) 

In brief, the motion, which was made at the close of complete cases-in-chief 
of the four applicants, requests that the Commission dismiss the applications 
on the ground that the applicants have not discharged the burden of proof 
imposed by Section 4 (e) of the Act to show that the proposed rates are just 
and reasonable. Section 4 (e) expressly provides: 

At any hearing involving a rate or charge sought to be increased, the 
burden of proof to show that the increased rate or charge is just and 
reasonable shall be upon the natural gas company * * *. 


* Rehearing denied by order issued December 16, 1955. 
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Sun Oil Company (Sun), on December 29, 1954, tendered for filing proposed 
changes in its then effective rate schedules for sales of natura] gas produced 
from the Egan Field, Louisiana, to Transcontinental Gas Pipe déine ‘Corporation 
(Transco), subject to the jurisdiction of the Commission. J ae proposed changes, 
which constituted increased rates and charges, are contained in Supplement 
No. 17 and Supplement No. 1 to Supplement No. 17 to Sun’s FPO Gas Rate 
Schedule No. 44. By order issued January 28, 1955, in Docket No. G—8288, the 
Commission suspended such proposed changes in rates and deferred their use 
until March 1, 1955, or for such further time until they might be effective in the 
manner prescribed by the Natural Gas Act. 

Prior thereto, the Commission, by orders issued October 29 and December 20, 
1954, in Docket Nos. G-4335 and G-6279, suspended changes in rates tendered 
for filing by E. J. Hudson, e¢ al (Hudson) on September 19, 1954, and by 
Maracaibo Oil Exploration Corporation (Maracaibo) on November 19, 1954, 
respectively. The Commission deferred the use of Hudson’s Supplement No. 7 
to its FPC Gate Rate Schedule No. 3 for a period of five months beyond the 
effective date requested of November 1, 1954.1 Also, the Commission deferred 
the use of Maracaibo’s Supplement No. 13 to its FPC Gas Rate Schedule No. 1 
until February 1, 1955. The changes in rates and charges proposed by Hudson 
and Maracaibo involved the sales of natural gas produced from the Egan Field 
to Transco. 

By order issued February 18, 1955, in Docket No. G—8488, the Commission 
suspended changes in rates proposed by Sohio Petroleum Company (Sohio) and 
which were contained in Sohio’s Supplement No. 18 and Supplement No. 1 to 
Supplement. No. 18 of its FPC Gas Rate Schedule No. 26 filed on January 20, 
1955. The Commission deferred the use of these proposed changes until March 20, 
1955. The changes involve the sales of natural gas produced from the Egan 
Field to Transco. The Commission has previously found each of these applicants 
to be a natural-gas company subject to the Act and the particular rates here 
involved are for sales in interstate commerce for resale. 

All the proposed changes in rates contained in the above-designated rate 
schedules and supplements thereto are currently being charged and collected 
either under bond or undertaking to assure refund of excess charges found by 
the Commission to be not justified. 

Several parties, mainly distributing company customers of Transco, and the 
Public Service Commission of the State of New York, were permitted to inter- 
vene. By various orders and notices these matters were set for hearing, con- 
tinued, consolidated, and finally were heard in Washington, D. C., commencing 
on September 12, 1955. At the hearing, Sun and Sohio presented cases-in-chief 
in support of the rate increase, Sun being the operator under the basic contract 
of April 30, 1948, with Transco. During the course of the hearing, the other 
applicants adopted the presentations made by Sun and Sohio (T. 738). Each 
of the interveners and counsel for the Staff of the Commission actively partici- 
pated in the hearing. At the close of the cases-in-chief, the instant motion to 
dismiss now pending before the Commission was made. 

Preliminarily, it may be noted that while these matters involve rate increases 
sought by four applicants, each of them is a party to the April 30, 1948, contract 
with Transco (Item B). Under that contract, which was for a term of twenty 
years from October 1, 1950, or the date of first delivery, whichever should occur 
first (Item B, p. 17), Transco agreed, subject to the provisions of the contract, 
to take, and the applicants agreed to deliver, 25,000 Mcf of natural gas per day 


2 This was later modified to shorten the suspension period to three months. 
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produced from seller’s acreage in the Egan Field (Item B, p. 3) at a price for 
the first five-year period of 8%¢ per Mcf (Item B, p. 17). The contract also 
provided 1¢ per Mcf step increases during each of the next two five-year periods, 
and included a method for determining the price for the final five-year period 
(Item B, pp. 17-18). The point of delivery of the gas was described as being 
at the outlet or tail gate of a processing plant located in the Egan Field. The 
April 30, 1948, contract also contains a two-party favored-nation clause under 
which Transeo agreed that if it purchases natural gas from any other seller at 
more favorable terms it would increase the contract price by the difference 
between the more favorable price and the contract price. 

From time to time the basic contract was amended to provide for minor 
changes in price, for an increase in the quantity of gas to 31,700 Mcf per day, 
for a change in the commencement date of the 20-year term, and for other 
changes (Item B, Supplement No. 7). First deliveries under the contract com- 
menced on December 27, 1950 (Item B, Supplement No. 9). The first operation 
of the favored-nation clause occurred in 1952, and became effective July 1, 1952. 
It appears from Item B, Supplement No. 15, that Transco advised applicants by 
letter dated October 13, 1952, that effective as of July 1, 1952, the price for 
dehydrated gas purchased by it from Union Oil Company of California and 
Louisiana Land and Exploration Company in Vermilion Parish, Louisiana, was 
increased to 8.797150¢ per Mcf at a pressure base of 15.025 psia. Transco then 
stated that pursuant to the basic contract it proposed to pay applicants here 
the same price effective July 1, 1952, for gas purchased from applicants in Egan 
Field as long as Transco pays 8.797150¢ per Mcf to Union Oil, et al. This was 
the price being paid by Transco to applicants immediately prior to the rate 
increases here in issue. 

In filing the proposed changes in rates here involved, each of the applicants 
merely adverted to the fact that the base gas sales contract contained a favored- 
nation clause which had become operative by virtue of the fact that Transco had 
commenced the purchase of gas from other sellers in the contract pricing area 
at a price more favorable to such other sellers than provided in the base contract 
to applicants (e.g., Item B, Supplement No. 17). The Sun and Sohio changes 
were triggered by the purchase of gas by Transco from the Hassie Hunt Trust 
at a price of 16¢ per Mcf at a contract pressure base of 15.025 psia plus 1¢ per 
Mcf for tax reimbursement. On the other hand, the changes of Hudson and 
Maracaibo were said to be triggered by a purchase of gas by Transco from 
Union Oil Company of California, et al. (e.g., Item I, Supplement No. 13), which 
rate is under suspension. The net effect of the operation of the favored-nation 
clause was to increase the price of gas to Transco from 9.797150¢ per Mcf 
(8.797150¢ per Mcf plus 1¢ per Mcf tax reimbursement) to 17¢ per Mcf (16¢ 
per Mcf plus 1¢ per Mcf tax reimbursement), and the applications seek approval 
of the 17¢ rate. 

As noted previously, the Commission suspended the increased rates saying, 
after an analysis of the allegations made in support thereof, that the “increased 
rates and charges proposed in the aforesaid filings have not been shown to be 
justified, and may be unjust, unreasonable, unduly discriminatory, or prefer- 
ential, or otherwise unlawful.” 

At the hearing, applicants did no more than to attempt to demonstrate that 
the base contract with Transco had been negotiated in good faith and at arm’s 
length; that it contained the favored-nation clause referred to above; that the 
clause had become operative by virtue of acts of Transco itself; that the in- 
creased rates and charges were no more or were less than prices paid by Transco 





1054 FEDERAL POWER COMMISSION 


and others to other producers in the pricing area; and that the increased rates 
and charges did not.exceed the present fair value or market value of gas in the 
pricing area (e.g. T. 87, 52-53). 

The motion to dismiss the applications for increased rates and t6 términate 
the proceedings raises the direct question of whether the applicants have sus- 
tained the burden of proof imposed upon them by Section 4 (e) of the Act and 
have shown by proper evidence that the proposed increases in rates and charges 
are just and reasonable. 

Our examination of the evidence thus far presented indicates that it would 
support findings that the April 30, 1948, contract with Transco was entered 
into after arm’s-length bargaining, and that other producers in the same area 
are receiving 17¢ or more per Mcf. 

It may be observed that in providing for Commission responsibility in con 
nection with rate filings the Natural Gas Act makes no distinction between 
independent producers and interstate pipeline companies. If they are subject 
to the Act, the same criteria and procedures are prescribed for rate-fixing 
purposes, since both classes are natural gas companies under the Act. The 
Commission is free, within the ambit of its statutory authority in rate fixing, 
to make the pragmatic adjustments which may be called for by particular 
circumstances (F. P. 0. v. Natural Gas Pipeline Co., 315 U. S. 575, 586). While 
it is true that the source of our authority over rates of independent producers 
is contained in Sections 4 and 5 of the Natural Gas Act, we do not say 
that in fixing the rates of natural gas companies which are independent pro- 
ducers we are compelled to apply the same formula as that applied in fixing the 
rates of natural-gas companies which are interstate pipeline companies. 

In dealing with the rates of interstate pipeline companies, we have pointed 
to the burden placed by Section 4 (e) of the Act upon those natural-gas com- 
panies seeking approval for rate increases and in appropriate cases have pointed 
to the failure of some companies to present evidence which would justify the 
increases, for which reason we have denied applications for approval, and in 
these actions we have judicial approval. (Mississippi River Fuel Corp. v. 
F. P. C., 121 F. 2d 159, 165 (C. A. 8, 1941).) The independent producers which 
are applicants herein are under the same burden as interstate pipeline com- 
panies to justify any proposed rate increases, even if their operations may differ. 

Upon consideration of all of these matters and the evidence so far presented, 
we would be required to grant the motion to dismiss and to terminate these 
proceedings, for the evidence does not show that the requested increased rates 
would be just and reasonable. Nevertheless, solely because this is the first series 
of cases involving the rates of independent producers upon which we have acted, 
we will allow Applicants a further period of time beyond which we do not pro- 
pose to extend the resumption of the hearing, rather than granting the motion 
to dismiss forthwith. If when the hearing is resumed the Applicants avail 
themselves of the opportunity to present more substantial evidence that their 
proposed increases are just and reasonable, the evidence should be considered. 

Since we are not acquainted with the facts upon which the Applicants rely 
to justify the increases, further than as shown by this record, we do not suggest 
what additional evidence should be offered. Obviously, the Applicants should 
be permitted to present any relevant and proper evidence which would tend to 
support their applications. At the same time, we must point out that rather 
extended opportunity to prepare relevant and proper evidence bearing upon the 
lawfulness of rates and charges has been afforded all independent producers 
whose rates are subject to the Natural Gas Act. Last November, in Docket No. 
R-142, we requested suggestions from the natural-gas industry and any other 
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interested groups as to the formula or principles to be followed in fixing rates 
of independent producers who are natural-gas companies under the Act. Many 
briefs and proposals were filed by producers, pipeline companies, distribution 
companies, State commissions, industry organizations, land and royalty owners’ 
associations and others. We heard oral argument on three days last January 
by many of those who had submitted briefs and by our own Staff, but, after 
considering all of the suggestions, decided to wait for specific cases to be pre- 
sented with concrete facts before reaching any decision on the matter. 

In addition to this general presentation, our Staff, pursuant to our instruc- 
tions, held conferences last July with many of the producers, including repre- 
sentatives of these applicants, and discussed possible types of evidence which 
might show that particular rates of producers are just and reasonable. With 
these prior opportunities to explore this field, and with the plain obligation 
placed upon them by the Act, the Applicants should now be fully prepared to 
demonstrate the lawfulness of the proposed increases or we must deny the 
applications and dismiss the proceedings. Reasonable consideration of the 
rights of the other parties and of the general public will justify no further 
delays. 

In order properly to consider the motion to dismiss, we have had the Examiner 
certify the record to us for examination. It will be returned to him for further 
proceedings in accordance with our views as expressed herein. 

The Commission orders: 

Action on the pending motion to dismiss is hereby postponed and the above 
proceedings are hereby reopened and returned to the Examiner with instruc- 
tions to reconvene the hearing on November 28, 1955, without further postpone- 
ment of Applicants’ case-in-chief and for further proceedings in conformity with 
this order. 

Commissioner Digby not participating. 


Order postponing action on motion to dismiss and referring proceedings to 
examiner 


Union Oil Company of California; Union Oil Company of California and 
Louisiana Land and Exploration Company; Morris Rauch, et. al.; Bel Oil 
Corporation 


Docket Nos. G-—4331, G-4332, G-—4334, G-—4505 
October 24, 1955 


These matters are before the Commission upon the Presiding HDxaminer’s 
certification of the motion made upon the record by counsel for the Public 
Service Commission of New York to dismiss the applications filed under the 
Natural Gas Act by the above-designated applicants for proposed increases in 
rates. The motion to dismiss was joined in by several party interveners and 
counsel for the Staff of the Commission. 

In brief, the motion, which was made at the close of complete cases-in-chief 
of the four applicants, requests that the Commission dismiss the applications on 
the ground that the applicants have not discharged the burden of proof imposed 
by Section 4 (e) of the Act to show that the proposed rates are just and 
reasonable. Section 4 (e) expressly provides: 

At any hearing involving a rate or charge sought to be increased, the 
burden of proof to show that the increased rate or charge is just and 
reasonable shall be upon the natural-gas company * * *. 
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On September 30, 1954, Union Oil Company of California (Union) tendered 
for filing with the Commission notices of proposed increases in its rates and 
charges which were designated Union’s FPC Gas Rate Schedule No. 2 and 
Supplements Nos, 1, 2, and 3 thereto, FPC Gas Rate Schdule No. 3 and Supple- 
ment No. 1 thereto, and FPC Gas Rate Schedule No. 4 and Supplement No. 1 
thereto. By order issued October 29, 1954, in Docket No. G-—4331, the Commis- 
sion suspended these proposed increases in rates and charges. 

On September 30, 1944, Union Oil Company of California and Louisiana Land 
and Exploration Company (Union and Louisiana) tendered for filing with the 
Commission notices of proposed increases in their rates and charges which 
were designated Union et al.’s FPC Gas Rate Schedule No. 5 and Supplements 
Nos. 1 and 2 thereto, and FPC Gas Rate Schedule No. 6 and Supplements Nos. 1 
and 2 thereto. By order issued October 29, 1954, in Docket No. G—4332, the 
Commission suspended these proposed increases in rates and charges. 

On September 30, 1954, Morris Rauch, Johnny Mitchell, Trustee, W. H. Zinn, 
Louis Pulaski, BE. J. Pulaski and Rheba Jean Spiner, Executor and HExecutrix 
of Estate of Harry Pulaski (Morris Rauch, et al.) tendered for filing with the 
Commission notices of proposed increases in rates and charges which were 
designated Supplement No. 1 and Supplement No. 1 to Supplement No. 1 to 
Morris Rauch, et al.’s FPC Gas Rate Schedule No. 1. By order issued October 
29, 1954, in Docket No. G-—4334, the Commission suspended these proposed 
increases. 

On October 4, 1954, Bel Oil Corporation (Bel Oil) tendered for filing with the 
Commission notices of proposed increases in rates and charges which were 
designated Supplement No. 1 to Bel Oil’s FPC Gas Rate Schedule No. 3. By 
order issued November 4, 1954, in Docket No. G—4505, the Commission suspended 
these proposed increases in rates and charges. 

All of the aforesaid rate suspension proceedings involve notices to increase 
rates and charges relative to sales and deliveries of natural gas to Transcon- 
tinental Gas Pipe Line Corporation (Transco) from gas fields in southern 
Louisiana. These sales are made from wells and other facilities of the appli- 
cants and the deliveries are made to Transco, which is a natural gas company as 
defined in the Natural Gas Act, and which further transports the gas across 
State lines in interstate commerce. 

All of the aforesaid suspension proceedings were consolidated for purposes 
of hearing and hearings were held in September 1955. United Gas Improvement 
Company, Public Service Electric and Gas Company, Philadelphia Electric 
Company, South Jersey Gas Company, Consolidated Edison Company of New 
York, Kings County Lighting Company, The Brooklyn Union Gas Company, 
Elizabeth Consolidated Gas Company, and Long Island Lighting, Transco, and 
the Public Service Commission of the State of New York intervened in the 
consolidated proceedings and participated in the hearings. 

At the hearing documentary evidence and oral testimony were presented by 
the applicants in support of the proposed increases. When the applicants had 
concluded their direct presentation, the Public Service Commission of New York 
moved to dismiss the applications and to terminate the proceedings for failure 
of the applicants to show: that the increased rates and charges are just and 
reasonable. United Gas Improvement Company, Philadelphia Electric Company, 
Public Service Electric and Gas Company, Consolidated Edison Company of 
New York, Kings County Lighting Company, Long Island Lighting Company, 
The Brooklyn Union Gas Company, and the Commission Staff joined in the 
motion to dismiss. 
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Applicants have directed their presentation in support of their rate applica- 
tions to facts showing that a contract was made on May 4, 1948, by Union and 
Louisiana Land and Exploration Company with Transco for a term of 20 years 
for the sale and delivery of natural gas from fields in Louisiana. The initial 
daily quantity specified was 50,000 Mcf as the minimum quantity and 60,000 
Mcf as the maximum quantity, at a price of 8% cents per Mcf at a pressure 
base of 16.7 psia for the first five years after the commencement of deliveries 
and a periodic escalation of the price was provided in steps of 1 cent per Mcf 
increase for the succeeding five-year periods. In addition to such escalation 
provisions, the so-called favored nation provisions were included under the 
terms of which Transco was obligated to increase its payments for gas delivered 
to an amount equal to any greater amount paid by Transco in a designated 
pricing area, and likewise Transco was obligated to increase its payments for 
gas delivered to an amount equal to any greater amount paid by any purchaser 
to any seller of gas within a designated pricing area. Also, the contract con- 
tained a bona fide offer provision which required that Transco meet any bona 
fide offer at an increased price for gas sold under the basic agreement. 

The evidence also showed that, due to various amendments to the sales con- 
tract of May 4, 1948, the price for gas delivered at the commencement of de- 
liveries was 9.79715 cents per Mcf and the quantity was increased to 65,000 
Mcf as the minimum and 87,000 Mcf as the maximum. Other amendments were 
made in reference to the sales and deliveries of gas so that for gas delivered 
after November 1, 1954, and until November 1, 1959, the price was changed to 
16 cents per Mcf, with 1 cent per Mcf periodic escalation in succeeding 5-year 
periods and quantity specifications were changed to be 94,000 Mcf per day for 
minimum deliveries and 125,000 Mcf per day for maximum takes of gas. This 
change for sales and deliveries after November 1, 1954 also eliminated the 
favored-nation escalation whereby prices were to have been increased if any 
purchaser paid any greater amount to any seller, and the change for sales and 
deliveries after November 1, 1954, provided for an escalation in price only if 
Transco paid a higher price to any other seller of gas. 

Union, Union and Louisiana, and Bel Oil supported their rate increase appli- 
cations by adverting to the fact that the basis sales contracts provided for auto- 
matic increases on November 1, 1954. Morris Rauch, et al., relied upon the 
favored-nation escalation provision. 

The evidence on behalf of all the applicants tended to show that the con- 
tracts hereinbefore described for sales and deliveries of gas were arrived at 
after arm’s-length negotiations and were entered into by the parties in good 
faith. 

Union, to substantiate its claim that the rate increase sought is justified, 
presented exhibits (Exhibits Nos. 2 and 3) based upon a study of producer 
contracts on file with the Commission. Such “office study” of current price 
levels for natural gas in southern Louisiana, submitted here as a numerical 
study of contract price levels, comprised a compilation of 138 contracts which 
satisfied three criteria: (a) that they were contracts of independent producers 
located in the pricing area here involved, (b) that the original contract was 
entered into during the period January 1, 1952, to April 30, 1955, and (c) that 
the contract was for more than five years. In the tabulation of the prices of 
the selected 1388 contracts evidence presented by Union purported to show that 
the prices are in accordance with the provisions of the contracts, whether or 
not any of the contracts were suspended by the Commission. The witness who 
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prepared the exhibits reflecting the statistics relative to the 138 contracts stated 
that twelve interstate pipeline natural gas companies including the applicants 
have entered into 84 contracts for the purchase of natural gas prior to Novem- 
ber 1, 1954 at a price of 17¢ per Mcf or more. Such contracts were stated to be 
for sales and deliveries of gas in the pricing area specified in the Transco 
contracts with Union here concerned. The witness also stated that a price 
range of from 17¢ to 18¢ was “the most popular price, statistically speaking.” 

In the case of each of these 138 contracts the price shown is the total price 
paid by the buyer, including the current Louisiana gathering tax, plus any 
dehydration, gathering or special charges which buyer is obligated to pay. 
These contracts were selected by Union and adduced in evidence as comparable 
to the contracts involved in this proceeding, the other applicants here adopting 
the same view as Union in support of their claims for the increases sought. 

The applicants here attempt to support their proposed increases on the 
grounds that they resulted from renegotiation of a contract between non- 
affiliates at arm’s length and claim that the new contract price did not then and 
does not now exceed the reasonable market price or current field price for the 
sale of natural gas in the pricing area. But the evidence which they have 
submitted in support of these contentions does not convince us that the proposed 
increased rate is just and reasonable. 

The contract with Transco upon which applicants rely is subject to modifica- 
tion as to rates because the applicants are subject to the Natural Gas Act. The 
fact that contracts have been entered into in good faith and in arm’s-length 
bargaining does not make them immune from the regulation in the public interest 
prescribed by Congress, nor are producer contract terms per se an indication 
that the prices agreed upon are just and reasonable either initially or as subse- 
quently increased pursuant to escalation clauses or otherwise. (See Colorado 
Interstate Gas Oo. v. F. P. C., 142 F. 2d 9438, 953 (C. A. 10, 1944), aff., 342 U. 8. 
581; Mississippi River Fuel Corp. v. F. P. C., 121 F. 2d 159, 163 (C. A. 8, 1941).) 

The exhibit submitted by applicants to show relative field prices is merely a 
numerical listing of contract prices for gas sold within the pricing area and is 
insufficient to justify the proposed increases. 

It may be observed that in providing for Commission responsibility in con- 
nection with rate filings the Natural Gas Act makes no distinction between 
independent producers and interstate pipeline companies. If they are subject 
to the Act, the same criteria and procedures are prescribed for rate-fixing 
purposes, since both classes are natural gas companies under the Act. The 
Commission is free, within the ambit of its statutory authority in rate fixing, 
to make the pragmatic adjustments which may be called for by particular cir- 
cumstances (F. P. 0. v. Natural Gas Pipeline Co., 315 U. 8. 575, 586). While it 
is true that the source of our authority over rates of independent producers is 
contained in Sections 4 and 5 of the Natural Gas Act, we do not say that 
in fixing the rates of natural gas companies which are independent producers 
we are compelled to apply the same formula as that applied in fixing the rates 
of natural gas companies which are interstate pipeline companies. 

In dealing with the rates of interstate pipeline companies, we have pointed 
to the burden placed by Section 4 (e) of the Act upon those natural gas com- 
panies seeking approval for rate increases and in appropriate cases have pointed 
to the failure of some companies to present evidence which would justify the 
increases, for which reason we have denied applications for approval, and in 
these actions we have judicial approval. (Mississippi River Fuel Oorp. v. 
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F. P. C., 121 F. 2d 159, 165 (C. A. 8, 1941).) The independent producers which 
are applicants herein are tnder the same burden as interstate pipeline companies 
to justify any proposed rate increases, even if their operations may differ. 

Upon consideration of all of these matters and the evidence so far presented, 
we would be required to grant the motion to dismiss and to terminate these 
proceedings, for the evidence does not show that the requested increased rates 
would be just and reasonable. Nevertheless, solely because this is the first series 
of cases involving the rates of independent producers upon which we have acted, 
we will allow Applicants a further period of time beyond which we do not pro- 
pose to extend the resumption of the hearing, rather than granting the motion 
to dismiss forthwith. If when the hearing is resumed the Applicants avail 
themselves of the opportunity to present more substantial evidence that their 
proposed increases are just and reasonable, the evidence should be considered. 

Since we are not acquainted with the facts upon which the Applicants rely 
to justify the increases, further than as shown by this record, we do not suggest 
what additional evidence should be offered. Obviously, the Applicants should 
be permitted to present any relevant and proper evidence which would tend to 
support their applications. At the same time, we must point out that rather 
extended opportunity to prepare relevant and proper evidence bearing upon the 
lawfulness of rates and charges has been afforded all independent producers 
whose rates are subject to the Natural Gas Act. Last November, in Docket No. 
R-142, we requested suggestions from the natural gas industry and any other 
interested groups as to the formula or principles to be followed in fixing rates 
of independent producers who are natural-gas companies under the Act. Many 
briefs and proposals were filed by producers, pipeline companies, distribution 
companies, State Commissions, industry organizations, land and royalty owners’ 
associations and others. We heard oral argument on three days last January 
by many of those who had submitted briefs and by our own Staff, but, after 
considering all of the suggestions, decided to wait for specific cases to be pre- 
sented with concrete facts before reaching any decision on the matter. 

In addition to this general presentation, our Staff, pursuant to our instruc- 
tions, held conferences last July with many of the producers, including repre- 
sentatives of these applicants, and discussed possible types of evidence which 
might show that particular rates of producers are just and reasonable. With 
these prior opportunities to explore this field, and with the plain obligation 
placed upon them by the Act, the Applicants should now be fully prepared to 
demonstrate the lawfulness of the proposed increases or we must deny the 
applications and dismiss the proceedings. Reasonable consideration of the 
rights of the other parties and of the general public will justify no further 
delays. 

In order properly to consider the motion to dismiss, we have had the Examiner 
certify the record to us for examination. It will be returned to him for further 
proceedings in accordance with our views as expressed herein. 

The Commission orders: 

Action on the pending motion to dismiss is hereby postponed and the above 
proceedings are hereby reopened and returned to the Examiner with instruc- 
tions to reconvene the hearing on November 28, 1955, without further postpone- 
ment of Applicants’ case-in-chief and for further proceedings in conformity 
with this order. 

Commissioner Digby not participating. 
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Order amending opinion and order issuing certificate of public convenience ‘and 
necessity 


Transcontinental Gas Pipe Line Corp. 
Docket No. G—2367 
October 24, 1955 


On June 10, 1955, Transcontinental Gas Pipe Line Corporation (Transco) 
filed a petition, as supplemented on June 30, 1955, to amend the Commission’s 
order issued in Docket No. G—2367, et al., on December 28, 1954, paragraph 
(D) (i), accompanying Opinion 279, issuing a certificate of public convenience 
and necessity to Transco. 

The Commission by its order issued December 28, 1954, in paragraph (D) (i) 
accompanying Opinion 279 authorized Transco to: 

(i) Sell and deliver additional volumes of natural gas to its following 
existing customers, in the maximum daily volumes set forth below: 


Mef 

‘ (14.7 psia) 
SEE MED acc cadens bass cesar ates takers can cebtoweten 5,111 
PE NONE cn ceca nce ae ste Cet RSs Cake Ne Seah ee aaa re ease chee 25,553 
EE UE ce eau ke cae nae Ce OEE SRORER EE EES CURET SORT ReN 5,111 
Seen y ee Ge GH OO, 2c Cc cancecamenncesaeuast cure keds tcud 1,000 


De COC, SHE Ce cots cc chines cee sks Coditeweee ee shaeede 


By letter dated May 2, 1955, Brooklyn Borough Gas Company (Brooklyn 
Borough) advised Transco that it would be unable to make full economical 
use of the additional allocation of 1,000 Mcf of natural gas per day prior to the 
period commencing November 1, 1957. 

By letters dated May 2, and May 12, 1955, Long Island Lighting Company 
advised Transco that it is willing to contract for an additional 500 Mcf of 
natural gas per day for the period November 1, 1955, through June 30, 1957. 

Likewise, by letters dated May 3, and May 13, 1955, Kings County Lighting 
Company advised Transco that it is willing to. contract for an additional 500 
Mcf of natural gas per day for the period November 1, 1955, through June 30, 
1957. 

Both Long Island and Kings County allege that savings will result to them 
from the temporary receipt of the gas. 

Testimony presented in Docket No. G—2367, et al., indicated that Long 
Island and Kings County would be required to do considerable peak shaving 
to meet their projected loads during the 1955-1956 and 1956-1957 winters; hence 
the sale of the gas to those companies on a temporary basis would relieve 
Brooklyn Borough of‘the necessity of paying for firm gas that is not immediately 
required. 

Transco requests that paragraph (D) (i) of the Commission’s order issued 
December 28, 1954, accompanying Opinion 279 be amended to read as follows: 

(i) Sell and deliver additional volumes of natural gas to its following 
existing customers, in the maximum daily volumes set forth below: 


Mef 
(14.7 psta) 
Consolidated Edison ........... Seeeer SERED 
PODS BOR MGS 0k bss 0 n0s6dsewesseese 25,55. 
IO TIO: 0:0 ckcan er cveecnesweds 5,111 
Brooklyn Borough Gas Company ...... 1,000 on and after July 1, 1957. 
Kings County Lighting Company ...... 1,000 through June 30, 1957, and 500 
thereafter. 


Long Island Lighting Company ...... 500 through June 30, 1957. 
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The Commission finds: 


It is appropriate and desirable in the public interest that paragraph (D) (i) 


in its order issued:on December 28, 1954, accompanying Opinion 279 be amended 
as hereinafter ordered. 


The Commission orders: 

Paragraph (D) (i) of the Commission’s order issued December 28, 1954, 
accompanying Opinion 279 in Docket No. G-2367, et al. be and the same is 
hereby amended to read, as follows: 

(i) Sell and deliver additional volumes of natural gas to its following exist- 
ing customers, in the maximum daily volumes set forth below: 

Mef 


(14.7 peta) 
Consolidated Edison ............0++. 5,111 


Public ‘Service. isi Vedeiscsciccsvcs ~.. 25,553 

Brooklyn Union .... 5,111 

Brooklyn Borough Gas Company 1,000 on and after July 1, 1957. 

Kings County Lighting Company ...... 1,000 through June 80, 1957, and 500 
thereafter. 

Long Island Lighting Company 500 through June 30, 1957. 


Commissioners Digby and Connole not participating. 


Order authorizing issuance of promissory notes 
California Electric Power Co. 
Docket No. E-6646 
November 2, 1955 


California Electric Power Company (Applicant), incorporated in Delaware, 
with its principal place of business in Riverside, California, by application filed 
October 3, 1955, requested authorization pursuant to Section 204 of the Federal 
Power Act for the issuance of not to exceed $10,000,000 principal amount of 
promissory notes. 

The proposed notes will be issued to the Bank of America National Trust and 
Savings Association (Bank), San Francisco, California, in accordance with a 
loan agreement dated September 23, 1955. Under this agreement the Bank will 
make credit available to the Applicant in the maximum amount of $10,000,000 
from the date of the agreement to September 30, 1956. 

Applicant, to use the available credit, will issue a number of promissory notes 
from time to time in the minimum amount of $500,000 each. The notes will be 
payable up to twelve months from their dates and are subject to renewal for 
less than twelve months, provided that the final maturity dates on all original 
and renewal notes shall be before September 30, 1957. Each of the notes is to 
bear interest at a rate equivalent to the New York prime rate in effect at any time 
during the life of each separate borrowing, but subject to the condition that the 
rate shall not be less than 3% nor more than 3%% per annum. As a considera- 
tion for the extension of the credit, Applicant is obligated to pay a commitment 
fee of % of 1% per annum on the unused amount of available credit. 

The loan agreement provides that the notes will be issued to the Bank for 
its own account, with possible participation in the credit extended by other 
banks or trust companies, and not with any present intention of sale, distribu- 
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tion or disposition thereof. The application states that no person has received 
or is entitled to a fee for services (other than attorneys, accountants and 
similar technical services) in connection with the negotiation or consummation 
of the issuance or sale of the proposed securities. 

The application states that the proceeds of the $10,000,000 credit, or such 
portion as may be borrowed by Applicant from time to time, will be applied as 
interim financing to the payment of the cost of additions, betterments and 
improvements te Applieant’s properties used in and devoted to the conduct of 
the Applieant’s public utility business. 

Written notice of the application has been given to the Public Utilities Com- 
mission of California, and to the Public Service Commission of Nevada and 
to the Governor of each of those States. Notice has also been given by publica- 
tion in the Federal Register on October 18, 1955 (20 F.R. 7821), stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before October 31, 1955. 
No protest, petition or request to be heard in opposition to the granting of the 
application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order issued January 
16, 1952, In the Matter of California Electric Power Company, Docket No. 
E-6397, 11 F. P. C, 725. 

(2) The proposed issuance of promissory notes, described above, will consti- 
tute an issuance of securities within the purview of Section 204 of the Act. 

(3) The proposed issuance of promissory notes described above, will be in 
excess of 5% of the par value of ‘the other securities of Applicant now out- 
standing and therefore will not be exempt by virtue of Section 204 (e) from 
the requirements of Section 204 (a). 

(4) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the 
meaning of Section 204 (f) of the Act, and the proposed issuance is, therefore, 
not exempt by virtue of that Section from the requirements of Section 204 of 
the Act. 

(5) The proposed issuance of promissory notes will be exempt from the com- 
petitive bidding requirements of Section 34.1a of the Commission’s Rules by 
reason of paragraph 34.la (a) (2) thereof. 

(6) The proposed issuance of promissory notes as hereinafter authorized will 
be for a lawful object, within the corporate purposes of Applicant and compatible 
with the public interest, which is appropriate for and consistent with the 
proper performance of service by the Applicant as a public utility and which 


will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 


The Commission orders: 

(A) The issuance of the promissory notes as proposed by the Applicant, 
whether an original issue or renewal, in an aggregate principal amount of not 
in excess of $10,000,000 upon the terms and conditions and for the purposes 
specified in the application, hereby is authorized, subject to the provisions of 
this order. 

(B) This authorization is expressly conditioned upon the final maturity of all 
notes to be issued pursuant thereto, being not later than September 30, 1957. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
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accounts, valuation, estimates or determinations of cost which may come before 
this Commission or any other regulatory body. 

(D) Nothing in this order shall be construed to imply any guarantee or ob- 
ligation on the part of the United States in respect to any securities to which 
this order relates. 

Commissioner Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 


Southern Natural Gas Co. 
Docket No. G—9201 
November 2, 1955 


Southern Natural Gas Company (Applicant), a Delaware corporation with 
principal place of business in Birmingham, Alabama, filed on August 8, 1955, 
an application for a certificate of public convenience and necessity pursuant to 
Section 7 of the Natural Gas Act, authorizing Applicant to construct and operate 
facilities for the transportation of natural gas in interstate commerce as 
hereinafter described, subject to the jurisdiction of the Commission, all as 
more fully represented in the application which is on file with the Commission 
and open for public inspection. 

Applicant proposes to construct as an integral part of its present system 
approximately 100 feet of 4%-inch pipeline for the purpose of transporting, 
selling and delivering natural gas on an interruptible basis to Southern 
Nitrogen Company (Nitrogen) for industrial use in its synthetic nitrogen plant 
to be constructed by Nitrogen near Savannah, Georgia. Said line will run from 
a tap on Applicant’s existing 14-inch Savannah line for approximately 100 
feet in a westerly direction to a meter station to be located at or near the 
proposed plant. 

Applicant also proposes (1) to construct a measuring and regulating station 
at the terminus of said line, (2) to increase by 1,000 H.P. the existing compres- 
sion facilities at the Ocmulgee compressor station by supercharging four 1,100 
H.P. engines so as to add 250 H.P. to each unit, and (3) to construct and 
operate a new compressor station at Wrens, Georgia, having a single portable 
compressor of 660 H.P. 

The estimated cost of constructing Applicant’s proposed facilities is $266,- 
800.00. The cost of construction will be defrayed from cash on hand or to be 
derived from current operations. It is estimated that the full cost of construct- 
ing the facilities will be recovered in about 1% years based upon the estimated 
net annual operating revenues arising from the proposed sale. 

Applicant proposes to supply Nitrogen with its entire plant requirements of 
natural gas for process gas and for fuel, estimated at a maximum of 11,000 
Mcef per day, subject to curtailment or interruption of deliveries at any time. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 28, 1955, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 
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The Commission finds: 


(1) Applicant is a “natural-gas company” within the meaning of the Natural 
Gas Act. 

(2) The facilities hereinbefore described, subject to the. jurisdiction of the 
Commission, are proposed to be used in the transportation of natural gas in 
interstate commerce as an integral part of Applicant's existing pipeline system, 
and the construction and operation thereof by Applicant are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued. 

(5) The public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (ec) (1), (ce) (3), (ce) (4), and 
(e) of Section 157.20 of the Commission’s Rules and Regulations (18 CFR 
157.20) should attach to the certificate’ hereinafter issued, and that the time 
within which construction of facilities authorized by this order shall be com- 
pleted and in actual operation should be fixed at six months from the date on 
which this order issues, 

(6) A request during the public hearing by Staff counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application and exhibits in 
this proceeding, for the transportation of up to 11,000 Mcf per day of natural 
gas to Southern Nitrogen Company as therein set forth, subject to the jurisdic- 
tion of the Commission, upon the terms and conditions of this order. 

(B) The certificate shall be accepted in writing and under oath by Appli- 
eant, and the general terms and conditions set forth in paragraphs (a), (b), 
(ce) (1), (ce) (3), (ce) (4) and (e) of Section 157.20 of the Commission’s Rules 
and Regulations shall attach to the issuance of the certificate granted in 
paragraph (A) hereof, and to the exercise of the rights granted thereunder. 

(OC) The time. within which the facilities herein authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of 
Section 157.20 of the Commission’s Rules and Regulations, is hereby fixed at 
six months from the date on which this order issues. 

Commissioner Draper not participating. 


Order authorizing issuance of promissory notes 
Florida Power Corp. 
Docket No. E-6647 


November 8, 1955 


Florida Power Corporation (Applicant), incorporated in Florida, having its 
principal business office at St. Petersburg, Florida, on October 10, 1955, filed 
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its applieation,for an order, pursuant to Section. 204 of the Federal Power Act, 
authorizing the establishment of a $20,000,000 line .of credit with a group of 
banks under which borrowings will be effectuated by the issuance of unsecured 
promissory notes payable on or before August 10, 1956. Participation will be 
had by and the proposed promissory notes will be issued to the banks named 
below and in the amounts indicated for each as follows: 


Guaranty Trust Company of New York 
The Hanover Bank 

The Chase Manhattan Bank 

Chemical Corn Exchange Bank 

Bankers Trust Company 

Irving Trust Company 

The Florida National Bank at St. Petersburg 
The First National Bank at Orlando 
Union Trust Company, St. Petersburg 
The First National Bank in St. Petersburg 
Bank of Clearwater 


The interest rate on the proposed borrowings will be determined at the time 
each loan is made and will be arranged through the Guaranty Trust Company 
which will act as Applicant’s agent for the line of credit. Applicant anticipates 
that such interest rate will not exceed % of 1% above the then current prime 
rate for similar loans in New York City. Applicant reserves the right under the: 
line of credit to pay off all or any portion of the loans and later, if necessary, 


to reborrow up to the limit of the line of credit. 

Applicant states that no underwriter’s, legal, finder’s or other fees will be- 
paid in the issuance of these notes. 

Applicant will use the proceeds arising from the issuance of the proposed 
notes to finance temporarily a portion of its current construction program which 
is expected to approximate $24,000,000 for the period November 1, 1955, to 
July 31, 1956. It is proposed to use such temporary short-term loans to defray 
part of such construction expense pending permanent financing contemplated: 
in 1956. 

Written notice of the application has been given to the Railroad and Public 
Utilities Commission of Florida, the Public Service Commission of Georgia 
and to the Governor of each of those States. Notice of the application was also 
published in the Federal Register October 18, 1955 (20 F.R. 7820), stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before October 31, 1955. 
No protest or petition or request to be heard in opposition to the granting of 
such application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act subject to the jurisdiction of the Commission 
as heretofore described and set out in the Commission’s order entered November 
22, 1949, In the Matter of Florida Power Corporation, Docket No. E-6244, 8 
F. P. C, 1296. 

(2) The proposed issuance of short-term notes is an issuance of securities 
within the purview of Section 204 of the Federal Power Act. 
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(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204 (f) of the Federal Power Act, and the proposed 
issuance of securities is, therefore, not exempt by virtue of ‘that Section from 
the requirements of Section 204 of the Act. 

(4) The proposed issuance of short-term notes in the aggregate amount of 
$20,000,000, described above, will be in excess of 5% of the par value of other 
securities of the Applicant and therefore will not be exempt by Section 204 (e) 
from the requirements of Section 204 (a) of the Federal Power Act. 

(5) The proposed issuance of promissory notes will be exempt from the 
competitive bidding requirements of Section 34.la of the Commission’s Rules 
by reason of paragraph’34.la (a) (2) thereof. 

(6) The proposed issuance of short term notes as hereinafter authorized will 
be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance by Applicant of service as a public utility, and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

The Commission orders: 

(A) The proposed issuance of short-term notes, in the aggregate principal 
amount of $20,000,000 upon the terms and conditions and for the purposes 
specified in the application, hereby is authorized subject to the provisions of 
this order. 

(B) This authorization is expressly conditioned upon the final maturity of 
all notes to be issued pursuant thereto, being not later than August 10, 1956, 
and that the interest rate will not exceed % of 1% above the prime rate in 
New York City at the time of issuance. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of costs which may come before this 
Commission or any other regulatory body. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to 
which this order relates. 

Commissioner Draper not participating. 


Order approving revised exhibits 
Idaho Power Co. 
Project No. 1971 
November 3, 1955 


A letter was received August 11, 1955, from Idaho Power Company, licensee 
for major Project No. 1971, authorizing the Commission staff to revise Exhibit J 
(FPC No. 2133-1), now part of the license for the project, to show the correct 
acreage and description of lands in Oregon within the project area. 

Pursuant to Article 29 of the license for the project, Idaho Power Company 
on September 12, 1955, filed for Commission approval the following revised 
Exhibit L drawings showing general design details of principal structures and 
appurtenant project works for the Oxbow and Brownlee developments: 
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Evhibit L (Revised) 


Title 


Brownlee H. E. Development—General Plan. 

oo H,. E. Development—Penstock Section, Diversion 
Section. 

Brownlee H, E. Development—Dam and Spillway Sections, 

aa H. E. Development—Powerhouse, Plans and Sec- 
tion. 

Oxbow H. E. Development—Dam and Spillway, Plan and 
Sections. 

Oxbow H. E.. Development—Intake and Powerhouse, Plan 
and Sections. 

Oxbow H. E. Development— Powerhouse, Plans and Section. 


Exhibit J has been revised as requested and the Secretary of the Army and 
the Chief of Engineers have approved the plans of the project structures, the 
above-described revised Exhibit L drawings, in accordance with Section 4 (e) 
of the Federal Power Act. 

The Commission finds: 

Exhibit J (FPC No. 2133-1), as revised, and superseding Exhibit J (FPC 
No. 2133-1), now part of the license for the project, and the above-described 
revised Exhibit L drawings (FPC Nos. 1971-41 through -44 and 1971-20 
through —22) conform to the Commission’s rules and regulations and should be 
approved as part of the license for the project and said superseded exhibit 
should be eliminated from the license. 

The Commission orders: 

(A) Exhibit J (FPC No. 2133-1), as revised, and the above-described revised 
Exhibit L drawings (FPC Nos. 1971-41 through —44 and 1971-20 through —22) 
are approved as part of the license for the project and superseded Exhibit J 
(FPC No. 2133-1), now part of the license for the project, is eliminated from 
the license for the project. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 

Commissioner Draper not participating. 


Order issuing license (major) 
Publie Utility District No. 2 of Grant County, Wash. 


Project No. 2114 


November 4, 1955 


Application was filed June 27, 1955, by Public Utility District No. 2 of Grant 
County, Washington, of Ephrata, Washington, for license under the Federal 
Power Act (hereinafter referred to as the Act) for proposed major Project No. 
2114, known as Priest Rapids Hydroelectric Project, to be located on the Columbia 
River, navigable waters of the United States, in Chelan, Douglas, Kittitas, Grant, 
Yakima, and Benton Counties, Washington, and affecting lands of the United 
States under the supervision of the Atomic Energy Commission, the Department 
of the Interior and Bonneville Power Administration. 
































1068 FEDERAL POWER COMMISSION 





As described in the application, the proposed project would consist of: 
(a) All lands constituting the project area and enclosed by the project 
boundary or the limits of which are otherwise defined and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the applicant or by the United 
States; such project area and project boundary being more specifically shown 
and described by certain exhibits which formed a part of the application for 
license and which are designated and described as follows: 


Exhibit 





Title 


Set ispctacellatleddetl jy a  anoancooncnnnah Cainnnn Jammin. 
Fert 3... Joneniansenpa IO ON. Bs. ecb eotere Nt . ccenesepeeted Vicinity Transmission System. 
K—Sheet 1............. lee lB mem. Se cebsaqenncccnd Priest Rapids Project, Reservoir 


Map. 
coins ..----| Wanapum Projeet, Reservoir Map, 


(b) Principal structures consisting of: ‘ 

Two similar developments, to be known as the “Priest Rapids Development” 
(River Mile 397 from mouth of Columbia River), and the “Wanapum Develop- 
ment” (approximate River Mile 415), each development to consist of: 

A concrete ogee spillway section containing 22 tainter gates; rockfill embank- 
ments connecting the concrete spillways and powerhouses to the high ground at 
both abutments; provisions for passage of upstream migratory fish; design 
provisions for construction of future navigation locks; a reservoir formed by 
each dam for operation of relevant plant; a powerhouse, integral with the dam, 
each plant to contain eight (8) vertical shaft, Kaplan turbines, with skeleton 
provisions for two similar future units (in addition to the installation and 
provision for these ten units there is feasibility of adding at least six more 
units at each project) the Priest Rapids turbines to be rated for 114,000 horse- 
power each at 78 feet net head (total 912,000 hp initial; 1,140,000 hp with ten 
units; 1,824,000 hp potential final), connected to generators rated at 79,000 kva 
(0.95 p.f.) each (total 600,000 kw initial), the Wanapum turbines to be rated 
for 108,000 horsepower each at 75 feet net head (total 864,000 hp initial; 
1,080,000 hp with ten units; 1,728,000 hp potential final) connected to gen- 
erators rated at 75,000 kva (0.95 p.f.) each (total 570,000 kw initial) ; a sub- 
station and switching station at each powerhouse; transmission lines; and 
appurtenant hydraulic, mechanical, and electrical facilities and miscellaneous 
project works 
the location, nature,’ and character of which structures are more specifically 
shown and described by the exhibits hereinbefore cited and by certain other 


exhibits which formed part of the application for license and which are desig- 
nated and described as follows: 


PRIEST RAPIDS DEVELOPMENT 





Dwg. No. | FPC No. Title 


Exhibit L: 


a ie a 138-P301 2114-7 General Plan and Sections, 

SS SSR FG ASH Ss I SP -P302 -~8 | Spillway. 

PE Mists. bey. codaspadcanenhinatiens Seetnwon ~-P303 -9 | Powerhouse—Plans. 

Besa cdelshtcadanesdeuteameathiecuuaded -P304 -10 a and Sec- 
i tion. 

ST ths wiinndada cautibltetdienbnvetedouse -P305 -11 | Powerhouse—Sections. 


iinenanaganahenehdan eka Navigation Provisions. 
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WANAPUM DEVELOPMENT! 


Exhibit L: Sheet 9 | ~P309 | -15.| General Plan. 


Exhibit M: “General Description of Mechanical, Electrical and Transmission Equipment”’ in three sheets 
filed June 27, 1955. 





1 The remaining exhibits pertaining to the Wanapum Development which were filed as part of the appli- 
cation require revision as hereinafter provided prior to their approval by the Commission. 


(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as part of the project is 
approved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
or operation of the project. 

Although the application lists transmission lines among the project structures, 
it further recites that final plans for transmission lines and system connections 
will be furnished the Commission at a future date. 

The two developments constituting Project No. 2144 as proposed by the appli- 
cant are substantially the same insofar as total head and stretch of river are 
concerned, as the Priest Rapids project proposed for development by the United 
States Corps of Engineers and adopted and authorized to be constructed by the 
United States in the Flood Control Act of 1950 (64 Stat. 170, 179). However, 
the provisions of that law, insofar as it provided for development by the United 
States of the Priest Rapids project, were modified by Public Law 544, 838d Con- 
gress, approved July 27, 1954 (68 Stat. 573) to permit development of the Priest 
Rapids site by the applicant herein or such district or its successor in combina- 
tion with such other utilities as it may legally affiliate with or by any division, 
subdivision, agency, or commission of the State of Washington, under and in 
accordance with the terms and conditions of a license duly issued pursuant to 
the Federal Power Act and in accordance with the provisions of Public Law 
544. The latter Act provides also that if an application for license for develop- 
ment of the Priest Rapids site is not filed with the Federal Power Commission 
prior to the date, which is two years after its enactment, the provisions of the 
Act shall not be effective after that date and the authorization for the develop- 
ment of the Priest Rapids site contained in the Flood Control Act of 1950 shall 
have the same status it would have had if Public Law 544 had not been enacted. 
In addition, Public Law 544 provides that the Commission shall act on any 
timely application for license within one year. 

Pursuant to application therefor filed July 22, 1952, the Commission by order 
issued October 21, 1954, issued a preliminary permit to the applicant herein for 
a proposed Priest Rapids project, designated as Project No. 2114, for a period 
commencing October 1, 1954, and ending July 26, 1956. 

On August 8, 1955, an agreement was entered into by the application herein, 
Puget Sound Power & Light Company (Puget), and Public Utility District No. 1 
of Chelan County, Washington (Chelan), in the absence of which agreement 
Puget would protest the granting of a license for Project No. 2114. However, 
under the agreement the applicant agrees to compensate Puget and Chelan or 
their successors in interest in the Rock Island Project on the Columbia River 
(Project No. 943) for all loss, damage and expense which Puget and Chelan or 
either of them or their successors in interest in Project No. 943 shall sustain 
or incur by reason of the construction or operation of Project No. 2114 or any 
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part thereof. The agreement also contains a provision to the effect that the 
obligations contained therein shall be included as conditions of any license 
which the Federal Power Commission may issue to the applicant for license for 
Project No. 2114. In letter dated August 15, 1955, Puget and Chelan requested 
this Commission to include the applicant’s obligations under the agreement as 
conditions of any license issued. : 

On August 19, 1955, the State of Washington, through its Departments of 
Fisheries and Game, filed a petition to intervene in this proceeding. In its 
August 15, 1955, letter transmitting the petition, the State advised that it does 
not wish to protest the construction of the project but merely wishes to ensure 
that adequate fish facilities, hatcheries, and other devices shall be provided 
which will preserve the existing fishery resources on the Columbia River at the 
site of the proposed project. Subsequent to the filing of the petition, a contract 
was entered into between the applicant herein and the State of Washington 
Departments of Fisheries and Game, signed by the applicant on September 28, 
1955, and by the respective Departments on September 30, 1955. The contract 
provides for payment by the applicant of the expenses of an investigation to 
determine the measures required in the interest of preservation of the fish and 
wildlife resources affected by the project, and appears to satisfy the State’s 
interest in this proceeding insofar as fish and wildlife resources are involved. 
Moreover, the license hereinafter issued contains conditions in the interest of 
fish and wildlife resources. 

An agreement, substantially similar to the contract between the applicant 
herein and the Washington Departments of Fisheries and Game, just referred 
to, was entered into between the applicant and the United States Fish and 
Wildlife Service of the Department of the Interior. This latter agreement was 
signed by the Fish and Wildlife Service on October 11, 1955, and by the applicant 
on October 13, 1955. 

In reporting on the application, the Secretary of the Interior has recom- 
mended that any license issued should provide for: hydraulic and electric 
integration and operation of the proposed project with the plants and reservoirs 
presently comprising the Columbia River System ; reimbursements to the United 
States during the construction and development period of charges covering the 
approximately 750 irrigable acres of Columbia Basin Project lands; the protec- 
tion of fish and wildlife resources and financing of studies to achieve same; 
free use of the project area by the public; protection of Wanapum Indian graves 
and relics, and for recreation and archeological investigations ;—all as herein- 
after substantially provided or provided for. In addition, the Secretary recom- 
mended that any license issued should provide for: (1) reimbursement to the 
United States of the appraisal value of all the acquired lands affected, and 
(2) that if the applicant herein becomes the licensee for Project No. 2114, it 
be added as a party to the proceeding before the Commission in Docket No. 
E-6384 involving the Commission’s order issued February 4, 1952, instituting 
an investigation under Section 10 (f) of the Federal Power Act. We do not 
believe that special condition (1) should be required since the license herein- 
after ordered provides for payment to the United States of annual charges for 
the use, occupancy and enjoyment of such lands, and condition (2) may be met 
by separate order and not in connection with this license proceeding. 

The Chairman of the Atomic Energy Commission, in reporting on the applica- 
tion, has recommended that proposed Project No. 2114 be so operated as to pro- 
vide for a minimum stream flow downstream therefrom at the Hansford Works 
of not less than 36,000 cubic feet per second of water, as hereinafter provided. 
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The Chief of Engineers, Department of the Army, in reporting on the applica- 
tion, has recommended that any license issued should contain certain conditions 
in the interest of flood control and navigation as hereinafter provided, and has 
advised that_the structures affecting the interests of navigation are satisfactory 
subject to further underground explorations and studies of alternative locations 
for future locks. 

An Assistant Secretary of Defense has reported that there appears to be no 
reason that defensibility of the project should be a primary factor in the 
consideration of the project. 

The Commission finds: 

(1) The applicant is a municipal corporation organized under the laws of the 
State of Washington; it is a municipality within the meaning of Section 3 (11) 
of the Act; and it has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the 
purposes of a license for the project. 

(2) No conflicting application is before the Commission. Public notice has 
been given. 

(3) The project, constructed, maintained, and operated as hereinafter ordered 
and conditioned, will not affect any Government dam, nor will the issuance of 
a license therefor as hereinafter provided affect the development of any water 
resources for public purposes which should be undertaken by the United States. 

(4) The project as proposed will be located on a navigable water of the 
United States and will affect lands of the United States. 

(5) The issuance of a license for the project as hereinafter provided will not 
interfere or be inconsistent with the purposes of any withdrawal of public 
lands or reservations of the United States. 

(6) The applicant has submitted satisfactory evidence of its financial ability 
to construct and operate the proposed project. 

(7) The project is best adapted to a comprehensive plan for improving or 
developing a waterway or waterways for the use or benefit of interstate or 
foreign commerce, for the improvement and utilization of water-power develop- 
ment, and for other beneficial public purposes, including recreational purposes. 

(8) The proposed project is desirable and justified in the public interest for 
the purpose of improving or developing the Columbia River for the use or 
benefit of interstate or foreign commerce. 

(9) The installed horsepower capacity of the project hereitiafter authorized 
for the purpose of computing the capacity component of the administrative 
annual charge is 1,776,000 horsepower. A portion of the energy generated thereby 
will be used by the applicant to meet the growing requirements of its electric dis- 
tribution system serving Grant County, Washington, and the balance of the 
output and a reasonable portion of the power capacity will be sold to other 
electric utility systems in Washington and in neighboring States in accordance 
with the provisions of Section 6, Public Law 544. 

(10) The amount of annual charges to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Act, and for recompensing it for the use, occupancy and enjoy- 
ment of its lands is reasonable as hereinafter fixed and specified. 

(11) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. With the exception of Exhibit L sheet 9 
(FPC No. 2114-15), the L drawings pertaining to the Wanapum Development 
submitted with the application for license do not conform to the Commission’s 
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rules and regulations and the applicant should resubmit fhese drawings in 
accordance with the Commission's rules and regulations as hereinafter provided. 
(12) It is desirable to reserve for determination at a later date what trans- 


mission facilities, if any, are a part of the project and should be included in 
the license. 


The Commission orders: 

(A) This license is issued to Public Utility District No. 2 of Grant County, 
Washington, under Section 4 (e) of the Federal Power Act for a period of 
50 years, effective as of November 1, 1955, for the construction, operation, and 
maintenance of Project No. 2114 upon the Columbia River and its tributaries, 
and affecting navigable waters and lands of the United States, subject to the 
terms and conditions of Public Law 544, 83d Congress (68 Stat. 573) and of the 
Federal Power Act, which Public Law 544 and Act are incorporated by reference 
as a part of this license, and subject to such rules and regulations as the Com- 
mission has issued or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-6, December 15, 1953, entitled “‘Terms and Conditions of License for 
Unconstructed Major Project Affecting Navigable Waters and Lands of the 
United States,” 16 F. P. ©. 1121, except for Articles 15, 16, 23, and 24 thereof, 
which terms and conditions are attached hereto and made a part hereof; and 
subject to the following special conditions set forth herein as additional articles: 

Article 28. The Licensee shall commence construction of the Priest Rapids 
Development on or before July 1, 1956, and with due diligence shall complete 
the works on or before June 30, 1960; and shall commence construction of the 
Wanapum Development on or before July 1, 1958, and with due diligence shall 
complete the works on or before June 30, 1962. 

Article 29. The Licensee shall plan its project works so as to allow for future 
construction by the United States of such navigation facilities as may be 
required, and whenever the United States shall desire to construct, complete, 
or improve navigation facilities in connection with said project, the Licensee 
shall convey to the United States free of cost, such of its lands and rights-of- 
way, and such right of passage through its dams or other structures and permit 
such control of pools as may be required to complete such navigation facilities, 
and shall provide without cost to the United States, a suitable site for lock 
operators’ cottages and shops: Provided, That the financial responsibility herein 
imposed on the Licensee for the site required for cottages and shops taken, at 
its present valuation, shall not exceed an aggregate of fifty thousand ($50,000) 
dollars. 

Article 30. The Licensee shall grant to the United States free right for the 
transportation of both persons and property over the dams or other structures, 
when required for the construction, maintenance, and operation of the locks. 

Article 31. The Licensee shall provide, without expense to the United States, 
adequate guard rails, fenders, or other structures for the protection of naviga- 
tion in front of the intake to the powerhouse, when and as required and approved 
by the Chief of Engineers and the Secretary of the Army. 

Article 32. The Licensee shall establish by model studies the hydraulic and 
structural adequacies of the spillways for the Priest Rapids and Wanapum dams. 

Article 33. The Licensee shall without cost to the United States, furnish such 
power and construct and install all appliances as are necessary for furnishing 
the necessary power for the construction, operation, and maintenance of navi- 


gation facilities at both dams at such time as may be required by the United 
States. 
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Article 34. The Licensee shall, each year before May 15, by direction of the 
District Engineer, Corps of Engineers, in charge of the locality, make available 
in the Priest Rapids and Wanapum Reservoirs, storage space in amount neces- 
sary to compensate approximately for valley storage that may be expected to be 
lost during the ensuing flood season: Provided, That said required storage space 
may be provided in either or both of the reservoirs in such manner as to least 
affect the interests of power generation: Provided, Further, That refill of this 
storage space shall be as directed by the District Engineer on a basis of fore- 
easts of time and magnitude of flood flows and may be allowed any time 
between May 15 and June 30. : 

Article 85. The Licensee shall provide for flood control storage space in addi- 
tion to that required to compensate for valley storage, as provided for in Article 
34 up to a total of 500,000 acre-feet by additional drawdown as may be requested 
by the Corps of Engineers, such drawdown to be based on forecasts of peak 
flow and time of occurrence: Provided, That suitabie arrangements have been 
made to compensate the Licensee for the use of the additional storage space, 
and, Provided further, That such compensation shall be determined by the 
Federal Power Commission, based upon the value of the additional storage 
space for other uses or upon payment in kind for power loss, at the discretion 
of the Commission. 

Article 36. The Licensee shall control operation of the Priest Rapids Project, 
at such time as it may be determined by the Secretary of the Army to be neces- 
sary in the interest of navigation, so as to maintain a minimum release and 
so as to restrict the rate of increase or decrease of the releases to amounts to 
be determined hereafter by the Secretary of the Army and approved by the 
Commission. 

Article 37. The Licensee shall to the maximum feasible extent coordinate the 
operation of the Priest Rapids Project (Priest Rapids and Wanapum Develop- 
ments) with the Northwest Power Pool. 

Article 38. The Commission reserves the right to determine at a later date 
what, if any, reimbursement to the United States shall be made by the Licensee 
for construction and development period charges relative to lands in Project 
No. 2114 which are within the boundaries of the Columbia Basin Project of 
the Bureau of Reclamation. 

Article 39. The Licensee shall construct, operate, and maintain or shall 
arrange for the construction. operation and maintenance of such fish ladders, 
fish traps, or other fish handling facilities or fish protective devices and provide 
fish hatchery facilities for the purpose of conserving the fishery resources, and 
comply with such reasonable modifications in project structures and operations 
in the interest of fish life in connection with the project as may be prescribed 
hereafter by the Commission upon recommendations of the Secretary of the 
Interior and the Washington State Departments of Fisheries and Game. 

Article 40. The Licensee shall negotiate with the Department of Game of the 
State of Washington with respect to the acquisition by the Licensee for the 
State of island and marsh areas along the Columbia River and tributaries for 
development as substitutes for waterfowl nesting areas to be lost by reservoir 
inundation. Should the Licensee and the State Department of Game fail to 
agree on the acquisition of such lands, the Commission reserves the right to 
make a final determination in this matter after notice and opportunity for 
hearing. 

Article 41. The Licensee shall negotiate with the Departments of Fisheries 
and Game with respect to the amount the Licensee shall pay each year to 
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‘defray a reasonable portion of the operation and maintenance cost of fishery 
facilities to be provided under the license. Should the Licensee and the State 
agencies fail to agree on the amount to be paid by the Licensee for such pur- 
pose, the Commission reserves the right to determine the amount of this annual 
payment after notice and opportunity for hearing. 

Article 42. The Licensee shall, through and with the assistance of the Area 
Office, Bureau of Indian Affairs, Portland, Oregon, formulate an agreement with 
the Wanapum Band of Indians for the protection of the Indian graves in the 
project area, the removal of the pictographs from P’na Island, and the setting 
up of these pictographs as monuments. 

Article 43. The Licensee shall cooperate with the Secretary of the Interior 
in the preparation of a recreation master plan for the area and shall make 
available to the Secretary upon his request reasonable amounts of monies to 
compensation for expenses incurred in the excavation of archeological sites, not 
to exceed a total of $40,000, and in the preparation of a recreation master plan 
for the area, not to exceed a total of $20,000. 

Article 44. The Licensee shall abide by the terms, of the agreement dated 
August 8, 1955, hereinbefore more specifically referred to, between the Licensee, 
Puget Sound Power & Light Company, and Public Utility District No. 1 of 
Chelan County, Washington. The Licensee shall also abide by the terms of the 
agreement signed September 28, and September 30, 1955, respectively, herein- 
before more specifically referred to, between the Licensee, and the Washington 
State Departments of Fisheries and Game; and by the terms of the agreement 
signed October 13, and October 11, 1955, respectively, hereinbefore more speci- 
fically referred to, between the Licensee and the United States Fish and Wild- 
life Service: Provided, However, That the Licensee shall not terminate either 
agreement without the prior consent of the Commission. Notwithstanding the 
above provisions of this article, the Licensee shall reimburse the Secretary of 
the Interior and the State of Washington, through its Departments of Fisheries 
and Game, upon their request and further order of the Commissions, for 
expenses incurred, not to exceed a total of $182,000, in carrying out detailed 
studies of the extent and character of the fishery resources of the project area 
and to devise means and measures for mitigating losses to that resource: 
Provided, However, That the total sum of the funds provided by the Licensee 
under the provisions of the aforesaid contracts shall be deducted from the 
$182,000 set out above in determining the Licensee’s liability under this article. 

Article 45. The Licensee shall so regulate the flow from Project No. 2114 that 
it will not result in flows of less than 36,000 cubic feet per second of water at 
the Hanford Works of the Atomic Energy Commission except when conditions 
are beyond the Licensee’s control. 

Article 46. The Licensee shall prior to impounding water clear all lands in 
the bottoms and margins of reservoirs up to high-water level, shall clear and 
keep clear to an adequate width lands of the United States along open conduits, 
and shall dispose of all temporary structures, unused timber, brush, refuse, or 
inflammable material resulting from the clearing of the lands or from the 
construction and maintenance of the project works. In addition, all trees along 
the margins of reservoirs which may die from operation of the reservoir 
shall be removed. The clearing of the lands and the disposal of the material 
shall be done with due diligence and to the satisfaction of the authorized 
representative of the Commission. 

Article 47. The Licensee shall pay to the United States the following annual 
charges, effective as of November 1, 1955: 
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(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of Part I of the Act, 1 cent per horsepower of the authorized installed 
capacity (1,776,000 horsepower) plus 2% cents per 1,000 kilowatt-hours of 
gross energy generated by the project during ‘the calendar year for which the 
charge is made; and 

(ii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands, including those used for transmission line 
right-of-way purposes, an amount to be hereafter determined by the Commission. 

Article 48. The Commission expressly reserves the right to determine at a 
later date what transmission lines and appurtenant facilities, if any, shall be 
included in this license. 

Article 49. The Licensee shall revise Exhibit F to reflect the requirements 
of the Commission’s rules and regulations and shall resubmit this exhibit to the 
Commission within one year from the effective date of this license. 

Article 50. The Licensee shall submit, in accordance with the Commission’s 
rules and regulations, Exhibit L drawings for the Wanapum Development, with 
the exception of Exhibit L, sheet 9 (FPC No. 2114-15), showing the designs of 
the proposed project structures for that development; and the Licensee shall 
not begin construction of the Wanapum Development until the Commission shall 
have approved these drawings. 

(C) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(D) This order shall become final (30) days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) of 
the Act, and failure to file such an application shall constitute acceptance of 
this license. In acknowledgment of the acceptance of this license, it shall be 
signed for the licensee and returned to the Commission within 60 days from 
the date of issuance of this order. 


Order approving proposed rate settlement 
Transcontinental Gas Pipe Line Corp. 
Docket Nos. G—5258 and G—8487 
November 7, 1955 


By order issued November 26, 1954, at Docket No. G—5258, the Commission 
suspended until April 1, 1955, the following revised sheets to Transcontinental 
Gas Pipe Line Corporation’s (Transco) FPC Gas Tariff, Original Volume No. 1, 
which were filed October 29, 1954: 

Rate Schedule: Tariff Sheet Designation 
Sixth Revised Sheet No. 5 and Fifth Revised Sheet No. 9. 
2...4e0++-5ixth Revised Sheets Nos. 12 and 16. 
..... Third Revised Sheets Nos. 17-B and 17-F. 
GP vs ccsiee ..- Fifth Revised Sheet No. 19. 
G2 .........Fifth Revised Sheet No. 24. 
G-3 .........Second Revised Sheet No. 26-B. 
LTF ........Fourth Revised Sheet No. 28-I. 
S-2 .........First Revised Sheets Nos. 28-P and 28-Q.1 


1 First Revised Sheet No. 28-Q was not subsequently modified or amended, nor has 
a motion been made by Transco to put the sheet into effect. 
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The suspended revised sheets proposed an increase in rates of approximately 
$3,204,000 above the rates which the Commission had approved in Docket No. 
G—2439 and which had become effective September 1, 1954. 

By order issued December 28, 1954, the Commission permitted the filing of the 
following further revised tariff sheets to be substituted for the revised tariff 
sheets suspended by the order of November 26, 1954: 


Rate Schedule: Tariff Sheet Designation 
CD-1..... ...Seventh Revised Sheet No. 5 and Sixth Revised Sheet-No: 9. 
...- Seventh Revised Sheets Nos. 12 and 16. 
...Fourth Revised Sheets Nos. 17-B and 17-F. 
Sixth Revised Sheet No. 19. 
. Sixth Revised Sheet No. 24. 
Third Revised Sheet No. 26—B. 
Fifth Revised Sheet No. 28-I. 
S-2 ...... ...Second Revised Sheet No. 28-P. 


The Commission suspended these revised sheets until February 1, 1955.2 The 
suspended substitute revised sheets proposed an increase of $796,000 in addition 
to the $3,204,000 suspended by the Commission order issued November 26, 1954. 

By order issued February 11, 1955, the Commission permitted the proposed 
revised tariff sheets (except First Revised Sheet No. 28-Q) to become effective 
as of February 1, 1955, subject to the filing of a refund undertaking. 

By order issued February 18, 1955, at Docket No. G—8487, the Commission 
suspended until April 1, 1955, other revised tariff sheets to Transco’s FPC Gas 
Tariff Original Volume No. 1, which were filed on January 20, 1955, as follows: 


Rate Schedule: Tarif Sheet Designation 
.. Eighth Revised Sheet No. 5 and Seventh Revised Sheet No. 9. 
Eighth Revised Sheets Nos. 12 and 16. 
oS ee .- Fifth Revised Sheets Nos. 17—B and 17-F. 

Seventh Revised Sheet No. 19. 

Seventh Revised Sheet No. 24. 

Fourth Revised Sheet No. 26—-B. 

Sixth Revised Sheet No. 28-I. 

Third Revised Sheet No. 28-P. 


These proposed revised sheets would have had the effect of increasing 
Transco’s rates $2,176,000 over and above the approximately $4,000,000 increases 
referred to above. By order issued April 15, 1955, the Commission permitted 
these latter revised sheets to become effective as of April 1, 1955, subject to 
Transco’s refund undertaking. 

Pursuant to the Commission’s order of May 26, 1955, which consolidated the 
proceedings in Docket Nos. G—5258 and G—8487, the matter came for hearing and 
was heard beginning on June 20, 1955. On September 20, 1955, the presentation of 
evidence by Transco and the Staff of the Commission had been completed and a 
recess was then taken to afford certain interveners an opportunity to prepare 
evidence for presentation. When the hearing was reconvened on October 5, 1955, 
Counsel for applicant, Transco, announced that a settlement of the issues 
involved in the proceedings had been arrived at between the parties thereto 
and requested that such proposed settlement be transmitted to the Commission 
for its consideration and disposition. 


2 At the same time, the suspension period of First Revised Sheet No. 28-Q was reduced 
to February 1, 1955. 
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Under the terms of the proposed settlement Transco will, upon approval by 
the Commission, file with the Commission revised dariff sheets providing for the 
following rates to become effective on October 1, 1955, superseding the rates 
presently in effect under an undertaking at Docket No. G—8487: 


Rate Monthly de- | Commodity 
ule | mand charge 
per Mcf 


PPSNPNPPE 
SShsesRe 


The commodity rates which Transco will accept in the proposed settlement 
are six mills (.6¢) per Mcf lower than those currently in effect at Docket 
No. G—8487. Additionally, Transco is to refund to each of the customers who 
purchased gas during the period from April 1, 1955 to October 1, 1955 under 
Transco’s Rate Schedules CD-1, CD-2, CD-3, G-1, G-2, G-3 and LTF the sum 
of four mills (.4¢) in respect to each Mcf of gas so purchased during that 
period, plus interest at 6% per annum from the dates of payment thereto to 
Transco. 

Transco is also to refund four mills per Mcf for gas delivered from storage 
during the period April 1, 1955, to October 1, 1955, to each buyer under Transco’s 
Rate Schedule S—2, plus interest at 6% per annum from the date of payment 
therefor to Transco, 

Transco is to make the above refunds within 30 days from the issuance of 
the Commission’s order approving the propesed settlement. 

The proposed settlement also provides that in the event any of Transco’s 
suppliers whose rates are currently in effect under bond or whose rates are 
currently being charge under court stay orders shall be required to make 
refunds to Transco in respect to gas supplied under rates fixed under bond or 
stay order, such portion, if any, of such refund (including interest thereon) 
attributable to gas purchased from the supplying company by Transco after 
Transco’s rates were permitted to become effective to cover such increased cost 
of gas shall be refunded by Transco within sixty days to its utility customers. 
In the event any supplying companies are required to make reductions in the 
rates to be charged for gas sold to Transco below those reflected in the cost of 
service schedules in the instant proceedings, then Transco will file with the 
Commission, within 60 days, changes in its rate schedules to reflect the net 
reduction in such a way that Transco neither gains nor loses with respect to 
its jurisdictional business as a result of such changes. Such rate schedule 
changes shall be effective as of the date or dates when the lower rate becomes 
effective to Transco, or at the end of the refund period, if refunds are made to 
Transco and refunded to the utility customers. 

The proposed settlement also provides that in respect to Transco’s suppliers 
who are currently serving Transco under temporary certificates issued by the 
Commission or who have not yet been authorized to make deliveries to Transco, 
that in the event such gas or any part thereof becomes unavailable to Transco, 
then Transco will file with the Commission changes in its rates to reflect the 
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net reduction in its cost in such a way that Transco neither gains nor loses 
with respect to its jurisdictional business. 

No price adjustments are to be made by Transco, however, unless or until 
the aggregate amount thereof would exceed $200,000, 

On the basis of 196,500,000 Mcf of annual sales and transportation the six- 
mill reduction in commodity rate which Transco has agreed to accept in the 
proposed settlement would reduce its revenues $1,122,657.. This amount combined 
with the $501,054 deficiency in revenues shown by the cost of service for the 
test year ended March 31, 1955, would, in the absence of any other factor, 
indicate an annual deficiency of $1,623,711. However, the company«stated om 
the record that on or about November 1, 1955, Transco will put into operation 
substantially added capacity which will be provided by the facilities authorized 
by the Commission in Docket Nos. G—2367 and G-4185. Also, that it is expected 
by Transco that the facilities to provide for 10,000 Mcf of daily transportation 
deliveries for Sun Oil Company authorized by the Commission in Docket No. 
G—9035, will be placed in operation on or about November 1, 1955, and that the 
revenue flowing from these several added facilities will improve somewhat the 
figures shown in Transco’s and the staff’s cost of service exhibits in Docket No. 
G-—8487. Further assuming both Transco’s revenues and cost of service remain 
unchanged, the revenues at the settlement rates would produce a return to 
Transco which would be within the range of reasonableness. 

Settlement of the proceedings on the basis described herein was agreed to by 
applicant and the parties and stated upon the record October 5, 1955. 

The settlement herein proposed does not make mention of the fact that Federal 
income tax rate of 52% will, under existing law, become 47% on April 1, 1956, 
and no provision is made for a change in Transco’s rates on that account upon 
the contingency that a lower income tax rate becomes effective on that date. 
In order that Transco’s rates may be placed upon a realistic basis, not only 
now but in the future, it is imperative that provision be made to reflect any 
change in Federal income tax liability, if a change in the existing tax rate 
becomes effective. Accordingly, an appropriate provision will be included in 
our order to provide for such a contingency. 

The Commission finds: 

(1) The proposed settlement of these rate proceedings on the basis hereto- 
fore described, subject to the terms and conditions hereinafter ordered, is. 
appropriate and in the public interest in carrying out the provisions of the 
Natural Gas Act, and should be approved and made effective as hereinafter 
provided and ordered. 

(2) Transco has not filed a motion under Section 4 (e) of the Natural Gas 
Act to make effective First Revised Sheet No. 28-Q which was filed October 29,. 
1954, to be effective November 1, 1954, and suspended in Docket No. G—5258. 
originally until April 1, 1955, and subsequently to February 1, 1955, or such time 
thereafter as provided by the Natural Gas Act. In view of the settlement of 
these rate proceedings as approved in (1) above, First Revised Sheet No. 28-Q 
serves no useful purpose in Transco’s tariff and therefore should be removed. 

The Commission orders: 

(A) The increase in rates and charges embodied in Transco’s rate increase 
filings of October 29, 1954, November 26, 1954, and January 20, 1955, as modified 
by Transco’s filing of May 12, 1955, be and the same are hereby disallowed. 

(B) Within 10 days after issuance of this order Transco shall file with the 
Commission revised tariff sheets being the same as those appearing on pages 858 
to 868, both inclusive, of the transcript of record for October 5, 1955, Docket 
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Nos. G—5258 and G-8487, containing the rates stated on page 1077 hereof, for its 
CD-1, CD-2, CD-3, G—1, G-2, G-3, LTF and S—2 rate schedules, to become 
effective October 1, 1955, supplanting the rates presently in effect under 
Transco’s undertaking to refund in Docket No. G—8487. 

(C) Transco shall refund, within 30 days of the date of issuance of the order 
herein, to each of its customers who purchased gas during the period from 
April 1, 1955, to October 1, 1955 under Transco’s CD-1, CD-2, CD-3, G-1, G-2, 
G-3 and LTF rate schedules and for gas delivered during the same period 
under Transco’s S-2 rate schedule the sum of four mills (.4¢) in respect to 
each Mcf of gas purchased or delivered, as stated above, during that period, 
plus interest at 6% per annum on such refunds from the dates of payment 
therefor to Transco. Within 45 days from the date of issuance of this order 
Transco shall report in writing and under oath to the Commission the amount 
of refunds to each customer receiving refunds and shall serve a copy of such 
report upon each of Transco’s utility customers. 

(D) In the event any of the suppliers of Transco whose rates are currently 
in effect under an undertaking or under bond, or whose rates are currently 
being charged under court stay orders shall be required to make refunds to 
Transco in respect to gas supplied under such rates, such portion, if any, of 
such refund attributable to natural gas purchased from said supplying company 
or companies by Transco after Tranco’s increased rates were permitted to be- 
come effective to cover such increased cost of gas shall be refunded to Transco’s 
utility customers within sixty days after receipt of such refund by Transco. 
The amount of refund determined, as above stated, and any interest thereon, 
shall be divided by the total Mcf of sales during the refund period, exclusive of 
interruptible direct sales but including deliveries from storage under Rate 
_ Schedule S-2. The rate per Mcf so computed shall then be multiplied by the 
total Mcf of sales to each utility customer during such period under Rate 
Schedules CD-1, CD-2, CD-3, G-1, G-2, G-3, LTF and S—2 (deliveries from 
storage only) and the amount so determined shall then be refunded to that 
eustomer. Report to the Commission upon refunds under this Paragraph shall 
be made within 15 days of the payment of such refunds in accordance with the 
procedure heretofore prescribed in Paragraph (C) for the refunds there 
considered. 

(E) In the event the quantities of gas or any part thereof of Transco’s sup- 
pliers who are currently serving Transco under temporary certificates issued 
by the Commission or who have not yet been authorized to make deliveries to 
Transco becomes unavailable to Transco, then Transco shall file with the Com- 
mission changes in its rates to reflect the net reduction in its cost in such a 
way that Transco neither gains or loses with respect to its jurisdictional busi- 
ness. In the event any of such supplying companies are required to make 
reduction in the rates to be charged for gas sold to Transco below those 
reflected in the cost of service schedules in the instant proceeding, then Transco 
shall file with the Commission changes in its rate schedules to reflect the net 
reduction in such a way that Transco neither gains nor loses with respect to 
its jurisdictional business as a result of such changes. Such rate reductions 
shall be filed within 60 days of the final order of the Commission or court of 
competent jurisdiction which determines the unavailability of gas to Transco 
or which requires a reduction in rates to Transco provided that Transco shall 
not be required to change its rate schedules to reflect such rate reductions until 
the aggregate net reduction in cost because of unavailability of gas or reduced 
rates of suppliers, computed in accordance with the procedure set forth in 
Articles VI and VII of the settlement herein approved, exceeds $200,000. Such 
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rate reductions’ when’ refunds have been made pursuant to: Paragraph (D) 
hereof, shall be effective as of the end of the refund period. Such reductions, 
when the rates of Transco’s suppliers are reduced but refunds are not required to 
Transco from supplier, shall be effective as of the date or dates when such 
lower rate to Transco by the supplier or suppliers becomes effective. Such 
reductions, when required because of the unavailability of gas to Transco, shall 
become effective October 1, 1955, in the case of supplying companies, Shell Oil 
Company and Phillips Petroleum Company, with respect to Bear Field, and as 
of the first day of the month following which delivery of gas from each of the 
other suppliers (delivering gas under temporary certificates issued by the Com- 
mission) is terminated. The rate changes pursuant to this Paragraph shall be 
made in the commodity charges (to the nearest one-tenth of a cent (.1¢) of 
Rate Schedules CD-1, CD-2, CD-3, G—1, G-2, G-3, LTF and S-2 (gas delivered 
from storage only) ). 

(F) In the event that the Federal income tax rate, on and after April 1, 
1956, becomes 47% instead of 52% as provided by existing law, or any lower 
percentage of net income than 52%, by reason of a change in existing law, 
then Transco shall file within 30 days from the date of such change in the tax 
rate revised schedules of rates to reflect the change in the tax rate so that the 
rates herein provided will reflect income taxes upon the changed basis, making 
use of the identical figures upon which the 52% of Federal income tax was 
figured in the settlement herein approved. The effective date of such change 
in Transco’s rates shall be the same as the date upon which the new tax rate 
becomes applicable. 

(G) Within 30 days from the date of issuance of this order Transco shall 
file an appropriate tariff sheet to remove First Revised Sheet No. 28-Q from 
its tariff. 

(H) Upon compliance with the terms of this order the proceedings at Docket 
Nos. G—5258 and G—8487 shall be terminated. 

(1) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by this Commission in any proceeding now 
pending or hereafter instituted by or against Transco. 

Commissioner Draper not participating. 


Order directing physical connection of facilities and sale of natural gas 
Citizens Utilities Co. 
Docket No. G—8540 
November 7, 1955 


Citizens Utilities Company (Applicant), with a principal office in Greenwich, 
Connecticut, filed on June 22, 1954, an application, and supplementary data 
thereto on June 28, August 1, and August 17, 1955, respectively, pursuant to 
Section 7 (a) of the Natural Gas Act, for an order directing Colorado Interstate 
Gas Company (Colorado Interstate) to (1) install a lateral gas main approxi- 
mately 5 miles in length from Colorado Interstate’s existing meter station on 
its 8-inch branch line at Ordway, Colorado, to the Town of Sugar City, Crowley 
County, Colorado, (2) establish physical connection of Colorado Interstate’s 
facilities with those of Applicant at Sugar City, and (3) sell and deliver natural 
gas to Applicant for resale in Sugar City, all as more fully represented in the 
application, and supplementary data filed herein. 
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Applicant originally requested that Colorado Interstate also provide gas for 
service in Olney Springs, Colorado, but amended its application requesting gas 
only for Sugar City at this time. 

Applicant estimates that approximately 132 and 167 domestic, commercial 
and industrial consumers are expected to be served with 21,707 Mcf and 31,317 
Mcf per year during the first and third years of operation, respectively. The 
peak requirements will be 313 Mcf and 389 Mcf per day in the first and third 
years, respectively. 

By letter dated May 20, 1955, Colorado Interstate indicated a willingness to 
proceed with the construction of the required facilities, and to offer no objec- 
tion to the application filed herein for the requested service for Sugar City, 
Colorado. Due notice of the application was published in the Federal Register 
on September 24, 1955 (20 FR 7176). No petition to intervene or protest to the 
granting of the application has been received. 

The Commission jinds: 

(1) Colorado Interstate Gas Company, a Delaware corporation having its 
principal place of business at Colorado Springs, Colorado, owns and operates, 
among other facilities, a natural-gas transmission pipeline system located in the 
States of Kansas, New Mexico, Oklahoma, and Colorado, and by such operations 
is engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order of 
June 5, 1945, in Docket No. G—294, 4 FPC 936. 

(2) Applicant is legally authorized to engage in the local distribution of 
natural gas to the public in the town of Sugar City, Colorado, within the meaning 
of the Natural Gas Act. 

(3) It is necessary and desirable in the public interest to (a) direct Colorado 
interstate to construct and operate facilities and to establish physical connec- 
tion of its transmission system with the facilities proposed to be constructed 
by Applicant for distribution of natural gas in Sugar City, Colorado, and to 
sell and deliver to Applicant natural gas to be resold in the town of Sugar City, 
Colorado; and (b) to dismiss without prejudice at this time that portion of 
Applicant’s application that relates to Olney Springs, Colorado. 

(4) The requirement that Colorado Interstate serve Applicant, as requested 
and proposed, will not place an undue burden upon nor require Colorado Inter- 
state to enlarge its transportation facilities for such purpose, nor impair its 
ability to render adequate service to its existing customers. 

The Commission orders: 

(A) Colorado Interstate Gas Company be and it is hereby directed to con- 
struct and operate lateral facilities extending approximately 5 miles in length 
from Colorado Interstate’s existing meter station on its 8-inch branch line at 
Ordway, Colorado to the town of Sugar City, Crowley County, Colorado, estab- 
lish physical connection of its facilities with those of Applicant at Sugar City, 
and sell and deliver natural gas to Applicant for resale in Sugar City, Colorado. 

(B) That portion of the application relating to Olney Springs, Coloradc, be 
and is hereby dismissed without prejudice, 

(C) Applicant shall be prepared to receive the natural gas service ordered 
herein not later than June 1, 1956. 

(D) Colorado Interstate shall report to the Commission in writing under 
oath, the date of commencement of service to Applicant. 

Commissioner Draper not participating. 


468917—59——_71 
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Findings and order issuing certificate of public convenience and necessity 
Colorado Interstate Gas Co. 
Docket No. G—8871 
November 7, 1955 


Colorade Interstate Gas Company (Applicant), a Delaware corporation, 
having its principal place of business in Colorado Springs, Colorado, filed, on 
May 9, 1955, as supplemented July 13, 1955, an application for a certificate of 
publie convenience and necessity pursuant to Section 7 (c) of the Natural Gas 
Act, authorizing the construction and operation of certain natural gas facilities 
and the sale of natural gas for resale as hereinafter described. 

Applicant proposes to construct and operate the following facilities and to 
make the following sales: (A), a meter and regulator station and 5.5 miles of 
2-inch pipeline from its 20-inch Lakin-Denver line to the town of Kit Carson, 
Cheyenne County, Colorado, and to seH natural gas to Eastern Colorado Utility 
Company for resale in said town. Estimated cost of Applicant’s facilities is 
$20,832 and estimated firm peak-day requirements in the third year of operation 
in the town of Kit Carson are 405 Mcf; (B), a meter and regulator station on 
its Lakin-Denver line, and to sell natural gas to Eastern Colorado Utility Com- 
pany for resale in the town of Sheridan Lake, Kiowa County, Colorado. Esti- 
mated cost of Applicant’s facilities is $2,751 and estimated firm peak-day 
requirements in the third year of operation are 128 Mcf; and (C), a meter and 
regulator station on its 22-inch, Bivins-Denver pipeline, and to sell natural gas 
to Pueblo Gas and Fuel Company for resale in the town of Vineland, Colorado. 
Estimated cost of facilities is $2,179 and estimated firm peak-day requirements 
in the third year of operation are 111 Mcf. 

Pursuant to due notice, including publication of the notice of application and 
date of hearing in the Federal Register on October 12, 1955 (20 FR 7618-19), 
a public hearing was held in Washington, D. C. on October 28, 1955, respecting 
the matters involved in and the issues presented by the application. No protest 
to the granting of the application has been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation with its principal place of business 
in Colorado Springs, Colorado, is engaged in the transportation of natural gas 
in interstate commerce and the sale in interstate commerce of natural gas for 
resale for ultimate public consumption, and is, therefore, a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission. 

(2) The transportation and sale hereinbefore described, and as more fully 
described in the application herein, will constitute transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, and such transportation and sale by Applicant is subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities and the pro- 
posed sales by Applicant are required by the public convenience and necessity, 


and a certificate therefor should be issued as hereinafter ordered and 
conditioned. 
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(5) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure 
(18 CFR 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which 
construction of the facilities authorized by this order shall be completed and 
in actual operation, should be fixed at 6 months from the date on which this 
order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities here- 
inbefore described, all as more fully described in the application in this pro- 
ceeding and the exhibits appended thereto, for the transportation and sale of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii) (8) (iv), and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(C)-The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 
6 months from the date on which this order issues. 

Commissioner Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G—9158 
November 7, 1955 


El Paso Natural Gas Company (Applicant) filed an application on July 20, 
1955, as supplemented on August 8, 1955, for a certificate of public convenience 
and necessity, pursuant to Section 7 (c) of the Natural Gas Act, authorizing the 
Applicant to construct and operate facilities for the sale of natural gas as here- 
inafter described, subject to the jurisdiction of the Commission, all as more 
fully represented in the application. 

Applicant proposes to sell natural gas to Southern Union Gas Company and 
Lea County Gas Company, and to construct and operate facilities in Lea County 
and Luna County, New Mexico, for the transportation of such gas in interstate 
commerce for resale. 

The required facilities will consist of main line taps and regulating equip- 
ment on the Applicant’s main transmission line as follows: 
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(A) Two main line taps on Applicant’s 30-inch Permian-San Juan Crossover 
Line at approximately mile posts #25 and #28 in Lea County, New Mexico, to 
supply Southern and its proposed customers to be known as the H. Heidel and 
F. Heidel taps. 

(B) A main line tap on Applicant’s 12%-inch El Paso-Douglas Line at 
approximately mile post #109.2 in Luna County, New Mexico, to supply Lea 
County Gas Company and its proposed customer to be known as the E. J. Frei 
tap. 


Services to these customers are for operation of irrigation pumping units and 
domestic purposes. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 27, 1955, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 


decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. ‘ 


The Commission finds: 


(1) Applicant, a Delaware corporation with its principal place of business at 
El Paso, Texas, owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the States of Texas, New Mexico, and Arizona, 
and by such operations Applicant is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order of January 11, 1944, in Docket No. G—288, 4 F. P. C. 486. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s existing pipe- 
line system, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued, and to the exercise 
of the rights granted thereunder, and that the time within which construction 
of facilities authorized by this order shall be completed and in actual operation 
should be fixed at 3 months from the date on which this order issues. 

(6) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
({c) (1) of said Rules. 

The Commission orders : 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities here- 
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inbefore described, all as more fully described in the application and exhibits 
appended thereto in this proceeding for the purposes therein set forth, subject 
to the jurisdiction of the Commission, upon the terms and conditions of this 
order. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph A hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in operation, as provided by paragraph (2) of Section 157.20 
of the Commission’s Rules of Practice and Procedure, is hereby fixed at 3 months 
from the date on which this order issues. 


Commissioner Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 
Arkansas-Missouri Power Co. 
Docket No. G—9219 
November 7, 1955 


Arkansas-Missouri Power Company (Applicant), a corporation with its prin- 
cipal place of business in Blytheville, Arkansas, filed an application on August 
10, 1955, for a certificate of public convenience and necessity, pursuant to Sec- 
tion 7 (c) of the Natural Gas Act, authorizing the Applicant to construct and 
operate certain facilities as hereinafter described, subject to the jurisdiction of 
the Commission, all as more fully represented in the application, to provide 
retail natural gas service in Portageville, Missouri. 

Applicant proposes to construct and operate an extension to its present 6-inch 
transmission line between Hayti, Missouri, and Caruthersville, Missouri, which 
will extend 14.5 miles to Portageville, Missouri. The gas supply for the proposed 
service will come from Applicant’s existing supplier, Texas Eastern Transmis- 
sion Corporation, from the allocation to Applicant authorized in Docket No. 
G—1012, In the Matter of Texas Eastern Transmission Corporation. The pro- 
posed initial investment in distribution and transmission facilities by Applicant 
is estimated to cost $275,000. The proposed service has been approved by the 
Missouri Public Service Commission and the City of Portageville. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 25, 1955, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the appli- 
cation has been received. Staff Counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 

The Commission finds: 

(1) Applicant, Arkansas-Missouri Power Company, a corporation of the State 
of Arkansas, with its principal place of business in Blytheville, Arkansas, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 


fore found by the Commission in its order of July 9, 1952, in Docket No. G—1900, 
11 F. P. ©. 1118. 
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(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as an integral part of Applicant’s existing pipeline system, and 
the construction and operation thereof by Applicant are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts proposed in said 
application and to conform to the requirements, rules and regulations of the 
Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant are 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued, and to the exercise 
of the rights granted thereunder, and that the time within which construction 
of facilities authorized by this order shall be completed and in actual operation 
should be fixed at 6 months from the date on which this order issues. 

(6) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission's 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities here- 
inbefore described, all as more fully described in the application and exhibits 
appended thereto in this proceeding for the purposes therein set forth, subject 
to the jurisdiction of the Commission, upon the terms and conditions of this 
order. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in operation, as provided by paragraph (2) of Section 157.20 
of the Commission’s Rules of Practice and Procedure, is hereby fixed at 6 months 
from the date on which this order issues. 

Commissioner Draper not participating. 


Declaration of exemption 
National Gas & Oil Corp. 
Docket No. G—9295 
November 7, 1955 
National Gas & Oil Corporation (Applicant) filed an application on August 31, 


1955, for exemption from the provisions of the Natural Gas Act pursuant to 
Section 1 (c) thereof. 
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Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission it appears that: 

(1) Applicant is an Ohio corporation, engaged in the transportation, distribu- 
tion and sale of natural gas in the State of Ohio; 

(2) Applicant purchases interstate natural gas from Texas Eastern Trans- 
mission Corporation at a point within the State of Ohio; 

(3) All natural gas received by Applicant is ultimately consumed within the 
State of Ohio and all of its facilities are located within the said State; and 

(4) The Public Utilities Commission of the State of Ohio has certified to the 
Federal Power Commission that it has and is exercising regulatory jurisdiction 
over the rates, service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

National Gas & Oil Corporation is exempt from the provisions of the Natural 
Gas Act, and the orders, rules and regulations of this Commission issued pur- 
suant thereto. 

Commissioner Draper not participating. 


Order denying request to withdraw change in rates and to amend initial 
rate schedule 


Arkansas Fuel Oil Corp., Operator 
Docket No. G—9386 
November 7, 1955 


On October 6, 1955, Arkansas Fuel Oil Corporation, Operator (Arkansas), 
requested permission to withdraw Supplement No. 2 to its FPC Gas Rate 
Schedule No. 48, which supplement is presently under suspension in Docket No. 
G-—9386, and to amend its presently effective initial rate schedule filing so as to 
reflect the increased price which would have been provided by the suspended 
Supplement No. 2. 

Arkansas states that the service to Texas Eastern Transmission Corporation, 
for which Arkansas had proposed a change in rate, will not commence prior to 
November 1, 1955. At the time of the filing of the proposed change in rates and 
charges reflected in the aforesaid Supplement No. 2, Arkansas had estimated 
that service would commence September 15, 1955. Arkansas requested and 
received temporary authorization from the Commission on September 16, 1955, 
to make the subject sale. On the basis of Arkansas’ statements, its initial rate 
schedule to cover this sale comprising its FPC Gas Rate Schedule No. 48 and 
Supplement No. 1 thereto was accepted for filing by the Commission to be 
effective on the date of initial delivery or upon expiration of 30 days notice as 
provided in the Commission’s Rules (September 29, 1955), whichever was earlier. 
Upon the effective date of such initial rate schedule, September 29, 1955, the 
rate provided therein became Arkansas’ demanded rate for the subject sale. 
The provision of the basic contract comprising the rate schedule providing for 
a periodic escalation in the price of gas effective November 1, 1955, represents a 
change in such demanded rate as contemplated by Section 4 of the Natural Gas 
Act. Under the circumstances, it cannot be considered as part of the initial 
rate for a new service. 
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The Commission finds: 

Under Section 4 of the Natural Gas Act no change in an effective rate may 
be made except in the manner provided by that section and applicable rules and 
regulations prescribed thereunder. 

The Commission orders: 

The request of Arkansas filed on October 6, 1955, to withdraw Notice of 
Change designated as Supplement No. 2 to Arkansas FPC Gas Rate Schedule 
No. 48 and to amend its initial rate schedule be and the same is hereby denied. 

Commissioner Draper not participating. 


Order amending order issuing certificate of public convenience and necessity 
Northern Natural Gas Co. 
Docket Nos. G—2399, G—2458, G—2465, G-4259, G-4260, G-4261 
November 9, 1955 


On July 28, 1955, 14 F. P. C. 882, the Commission issued in the above-named 
dockets a certificate of public convenience and necessity pursuant to the Natural 
Gas Act to Northern Natural Gas Company (Northern) to construct and operate 
additional facilities for the purpose of increasing its system capacity to trans- 
port natural gas by 30,513 Mcf per day. Of this additional volume, 25,861 Mcf 
per day was allocated, leaving 4,652 Mcf unallocated, as between customers of 
Northern. Northern filed on September 6, 1955, a petition to amend the order 
issued on July 28, 1955, in which it requests permission to supply (1) an addi- 
tional 200 Mcf of natural gas per day to Western States Utilities, of which 
100 Mcf will be delivered at Hastings, Minnesota, and 100 Mcf at Waseca, 
Minnesota, and (2) an additional 50 Mcf of natural gas per day to the City of 
Guthrie Center, Iowa. These proposed deliveries of additional volumes will not 
require the construction of any facilities on the part of Northern and will enable 
the purchasers to meet the demands of their domestic consumers. 

The aforesaid petition has been served by Northern upon all parties to the 
above proceedings and no protest to the amendment proposing the furnishing 
of the nominal additional volumes has been received. 

The Commission finds: 

It is appropriate to carry out the provisions of the Natural Gas Act that the 
order dated July 28, 1955, in the above dockets granting a certificate of public 
convenience and necessity be amended as hereinafter ordered. 

The Commission orders: 

(A) The order issued July 28, 1955, in the above dockets granting a certificate 
of public convenience and necessity be and the same hereby is amended to 
authorize Northern Natural Gas Company to deliver and sell an additional 200 
Mcf of natural gas per day to Western States Utilities, of which 100 Mcf be 
delivered at Hastings, Minnesota, and 100 Mcf at Waseca, Minnesota, and an 
additional 50 Mcf of natural gas per day to the City of Guthrie Center, Iowa. 

(B) In all other respects the order of July 28, 1955 be and the same hereby 
is unchanged. 

Commissioner Draper not participating. 
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Findings and order issuing certificates of public convenience and necessity* 
Texas Hastern Transmission Corp., et al. 
Docket No. G—9099, et al. 


November 9, 1955+ 


There have been filed with the Federal Power Commission applications as 
hereinafter specified : 


Applicants | 
| 


Texas Eastern Transmission Corpora- | Texas Eastern Building, (ey 


tion. Louisiana, | 
° * 


each, an application for a certificate of public convenience and necessity pur- 
suant to Section 7 of the Natural Gas Act, authorizing Applicants to render 
services as hereinafter described, subject to the jurisdiction of the Commission, 
all as more fully represented in the applications which are on file with the 
Commission and open for public inspection. 

Applicant Texas Eastern Transmission Corporation proposes to construct and 
operate approximately 9.5 miles of 8%-inch pipelines, 5 miles of 34-inch field 
lines, and a dehydrator to connect an additional natural gas supply from the 
Muldon Field, Monroe County, Mississippi, to Applicant’s pipeline at its Egypt 
Station, at an estimated cost of $398,000. Applicants Charles McCamic, et al., 
and Roy Briscoe, et al., have applied for authority to sell natural gas produced 
in the Muldon Field to Texas Eastern Transmission Corporation for resale in 
interstate commerce. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 24, 1955, respecting the matters involved in and the issues presented by 
the applications. Public Service Commission of New York intervened but did 
not appear at the hearing or protest to the granting of the applications. A peti- 
tion to intervene by the Public Service Electric and Gas Company has been 
withdrawn. Staff Counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and the Commission render a decision pursuant 
to Section 1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 
* oJ ~ * * * + 


(2) Applicant Texas Eastern Transmission Corporation, a Delaware corpora- 
tion having its principal place of business at Shreveport, Louisiana, owns and 
operates, among other facilities, a natural-gas transmission pipeline system in 
the States of Texas, Louisiana, Arkansas, Missouri, Illinois, Indiana, Ohio, 
West Virginia, Pennsylvania, New Jersey, and New York, and by means of 
such operations is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of October 10, 1947, in Docket No. G—880, 6 F. P. C. 148. 

(3) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 


* Omitted portions of this order relate to the issuance of independent producer 
certificates. 
tAmended by order issued December 21, 1955, infra, p. 1152. 
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jurisdiction of the Commission, as an integral part of Texas Eastern Transmis- 
sion Corporation’s existing pipeline system, and the construction and operation 
thereof by Applicant are subject to the requirements of subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(4) The proposed construction and operation of the facility by Texas Eastern 
Transmission Corporation are required by the public convenience and necessity, 
and certificate therefor should be issued as hereinafter ordered and conditioned. 

~ * a x = * 

(6) Applicants are able and willing properly to do the acts and to perform 

the services proposed and to conform to the provisions of the Natural Gas Act, 


and the requirements, rules, and regulations of the Commission thereunder. 
* + * * a ~ . 


(8) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission's 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 

The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued, authorizing Applicant Texas Eastern Transmission Corporation 
to construct and operate the facilities hereinbefore described, and as more fully 
described in the application in this proceeding and the exhibits appended thereto, 
for the transportation and sale of natural gas as therein set forth, subject to 
the jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant Texas Eastern Transmission Corporation, and 
the general terms and conditions set forth in paragraphs (1), (2), (3) (i), 
(3) (iii), (8) (iv), and (5) of Section 157.20 of the Commission’s Rules of 
Practice and Procedure shall attach to the issuance of the certificate granted 
in paragraph (A) hereof, and to the exercise of the rights granted thereunder. 

o * * * * * . 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in operation, as provided by paragraph (2) of Section 157.20 
of the Commission’s Rules of Practice and Procedure, is hereby fixed at 60 
days from the date on which this order issues. 

(E) The certificates shall be accepted in writing and under oath by Appli- 
cants within 30 days from the issuance of this order. 

(F) The certificates are not transferable and shall be effective only so long 
as Applicants continue the acts or operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, and the applicable rules, regulations 


and orders of the Commission. 
x * *” “ 7 7 = 


Commissioner Draper not participating. 


Order issuing preliminary permit 
Francis N. Dlouhy 
Project No. 1990 
November 9, 1955 


Application was filed February 24, 1948, and supplemented April 1, 1948, and 
amended June 3, 1948, by Francis N. Dlouhy of Los Angeles, California, for a 
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preliminary permit under the Federal Power Act (hereinafter referred to as 
the Act) for proposed Project No. 1990, to be located on Kings River in Fresno 
County, California, and affecting lands of the United States within the Sierra 
and Sequoia National Forests. 

According to the application, the proposed project will consist of two develop- 
ments described as follows: 

(1) Eagle Mountain dam, located downstream from the confluence of the 
Middle and South Forks of the Kings River; a small reservoir; a conduct; a 
powerhouse, designated as Rough Spur powerhouse with an installation of about 
$20,000 horsepower and located near the mouth of Converse Creek; and appur- 
tenant facilities; and 

(2) Kings Canyon dam, located about 3% miles downstream from Rough 
Spur powerhouse; a small reservoir; a conduit; a powerhouse designated as 
Mill Creek powerhouse with an installation of about 60,000 horsepower and 
located upstream from the confluence of the North Fork with the main Kings 
River; and appurtenant facilities. 

The proposed use of the energy to be generated is for general distribution in 
the State of California. 

The Chief of Engineers, Department of the Army, in reporting on the applica- 
tion, recommended certain conditions for inclusion in any license issued, in 
connection with active storage to be developed by the proposed project and its 
effect on the storage in the Pine Flat reservoir constructed and operated by the 
Corps of Engineers for improvement of the Kings River. 

An Acting Secretary of the Department of Agriculture, in reporting on the 
application, requested that any permit issued should contain not only the condi- 
tions usually included in such permits, but in addition thereto certain special 
conditions to the effect that the permittee should consult with the Regional For- 
ester during the project planning to give consideration to the utilization of 
recreational values created by the proposed reservoirs, to the protection and 
maintenance of fish and wildlife, to the location of roads and trails so as to 
provide for their maximum utilization, and to provide for the relocation, re- 
placement or compensation of all improvements affected. 

An Assistant Secretary of the Interior, in reporting on the application, has 
stated that the interests of that Department would not be affected adversely by 
issuance of a preliminary permit provided it contains a provision for planning 
for protection of fish and wildlife resources of the affected area. 

The Public Utilities Commission of the State of California has advised that 
it does not desire to hold a conference on the application, but wishes to be 
advised of any action taken thereon. 

In reporting on the application, the State of California Division of Fish and 
Game stated that the fishery resources would be affected by the project then 
proposed, although the Department did not then know what amount of water 
should be released for fish life. An investigation would be made, the Depart- 
ment advised, to determine the releases. However, although requested to do so, 
the Department did not submit any further comments on the application. 

The Governor of the State of California has reported that the State Depart- 
ment of Water Resources has no objection to the application, and that the 
proposed project would not affect State Highway interests. 

The permit issued herein does not authorize construction of the proposed 
project being for the sole purpose of maintaining priority of application for a 
license for the project under the terms of the Federal Power Act. 

The proposed project might be benefited to some extent by the reregulation 
of power releases by the Pine Flat project owned by the United States which is 
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located some distance downstream. However, until the method of operation, 
the amount of storage in the proposed reservoirs, and other information is 
known, the exact extent of the effect, if any, on Pine Flat can only be deter- 
mined when such information is available. 

The Commission finds: 

(1) The applicant is a citizen of the United States. 

(2) The proposed project will occupy lands of the United States within the 
Sierra and Sequoia National Forests. 

(3) Except as hereinbefore recited, the proposed project does not affect any 
Government dam and no reason is apparent at this time for its development by 
the United States. 

(4) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 

The Commission orders: 

(A) This preliminary permit is issued to Francis N. Dlouhy (hereinafter 
referred to as the Permittee) for a period of 36 months, effective as of October 1, 
1955, for the sole purpose of maintaining priority of application for a license 
for Project No. 1990 to be located on lands of the United States within the 
Sierra and Sequoia National Forests, subject to the terms and conditions of the 
Act which is incorporated by reference as a part of this permit, and subject to 
such rules and regulations as the Commission has issued or prescribed under 
the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in Form 
P-1, entitled “Terms and Conditions of Preliminary Permit,” 16 F. P. C. 1303, 
which terms and conditions (described as Article 1 through 8) are attached 
hereto and made a part hereof; and subject to the following special conditions 
set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each six-month period 
from the effective date of this permit to the Commission’s Regional Engineer, 
San Francisco, California, having supervision over the project, or to such other 
officer as the Commission may designate, accurate statements of the work 
accomplished during the period and of the work contemplated under the pre- 
liminary permit for the ensuing period. 

Article 10. The Permittee shall, during the period of project planning, coop- 
erate with the United States Forest Service, the California Department of Fish 
and Game, and the United States Fish and Wildlife Service in order that 
adequate provision may be made for the protection of the fish and wildlife 
resources of the affected areas. 

Article 11. The Permittee shall, prior to undertaking any investigation work 
under this permit on national forest lands, consult with the Regional Forester, 
United States Forest Service, San Francisco, California, as to reasonable 
requirements relative to operations, surveys and explorations, and shall abide 
by such requirements. 

Article 12. The Permittee shall, during the period of project planning, consult 
with the Corps of Engineers, Department of the Army, as to requirements of 
the proposed project for reregulation storage in the Pine Flat Reservoir. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the Act, 
and failure to file such an application shall constitute the acceptance of this 
preliminary permit. In acknowledgment of the acceptance of this preliminary 
permit, it shall be signed by the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 

Commissioner Draper not participating. 
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Order reversing initial decision of presiding examiner* 


Dorchester Corp. 


Docket No. G—6505 
November 14, 1955 


On September 14, 1955, the Presiding Examiner issued his initial decision, 
setting forth his findings, conclusions and decision on the determination of the 
amount of the surety bond which Dorchester Corporation (Dorchester) should 
be required to furnish in connection with its proposed rate changes which it 
sought to place into effect under bond. In reaching his conclusion as to the 
amount of the bond, the Presiding Examiner found and concluded on the basis 
of the record adduced that Dorchester’s effective rate as of June 7, 1954, under 
Dorchester’s Rate Schedule FPC No. 2, was 6.253 cents per Mcf (at 14.65 psia), 
and that the annual differential between revenues at 6.253 cents and the pro- 
posed 10¢ rate for the 12-month period following March 1, 1955 (the date on 
which the proposed 10¢ rate was permitted to become effective), would amount 
to approximately $742,000. 

On October 4, 1955, Dorchester filed exceptions to said initial decision. 

In our order of November 30, 1954, we, in an effort to avoid taking any steps 
which would affect either party’s rights or status in their pending litigation 
concerning the validity of the Oklahoma minimum price orders, stated that: 

In view of the foregoing, it appears to the Commission that the question 
of whether the price of 9.8262¢ per Mcf at 14.65 psia is the effective price 
as of June 7, 1954, for the sale of gas by Dorchester to Natural, as claimed 
by the former, is dependent upon whether the aforesaid Order No. 26096 of 
the Corporation Commission of the State of Oklahoma is valid as to such 
sale. That question is presently before the Supreme Court of the United 
States in Cause No. 321, October Term 1954, for decision. 

To protect the respective rights of both Dorchester and Natural, it is 
appropriate to carry out the provisions of the Natural Gas Act that we 
permit the filing by Dorchester of the tenders of October 28, 1954, subject 
to the express understanding and condition that such filing is proper only if 
Order No. 26096 is valid as to the sale by Dorchester to Natural covered by 
the filings, but not otherwise. 

It is now clear that the precautions which we attempted to take were improper 
and of no avail. There can be only one filed rate under which a particular sale 
may be made. The rate which was filed was the 9.8262¢ rate which was the rate 
which actually was effective and was being paid by Natural to Dorchester’s 
predecessor on June 7, 1954. Therefore, this filing complied with our Order 
174-A. See In the Matter of Cities Service Producing Company, Docket No. 
G-5788. 

A policy of accepting rate filings tentatively, subject to later and final accept- 
ance of the rate we found to be the proper one, would be unworkable admin- 
istratively, and would be of questionable legality, particularly in view of Sec- 
tion 154.101 which provides that acceptance for filing of any rate schedule is 
not to be construed as approval. 

The fact that the 9.8262¢ rate was paid under protest, or that a lesser amount 
was paid for a while shortly thereafter, or that the basis for the 9.8262¢ rate 
(the Oklahoma minimum price order) subsequently has been determined to be 


* Rehearing denied January 5, 1956. 
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invalid, or any other facts pertaining to the equities between the parties does 
not require or permit us in this proceeding, to determine what the lawful or 
the just and reasonable rates should have been on June 7, 1954. The 9.8262¢ 
rate was the “effective rate” on June 7, 1954, within the meaning of Order 
No. 174-A. 

The filing of this rate and our acceptance thereof for filing constitutes com- 
pliance with our order, but does not constitute a determination of the proper 
contractual rate or the just and reasonable rate. In order that all parties 
similarly situated may be treated alike, insofar as possible, the filed rate must 
be compared with the increased rate filed later, for the purpose of determining 
the amount of the bond which Dorcester must file, in order to place and keep 
its increased rates in effect. We therefore conclude that the bond now filed, 
in the amount of $41,000, is proper. 

We have no power to award reparations and cannot fix rates retroactively. 
Consequently, our authority to require Dorchester to reduce rates or refund to 
Natural is limited to the period commencing on March 1, 1955, when the sus- 
pended 10¢ rate became effective, subject to refund under bond. 

The Commission finds: 

The bond heretofore filed by Dorchester in the amount of $41,000 is proper. 

The Commission orders: 

The petition of Natural Gas Pipeline Company of America is dismissed. 

Commissioner Connole concurring in the result. 

Commissioner Draper dissenting. 

CoNNOLE, Commissioner, concurring in result: 

I concur in the result but not for the reasons pursued by the majority. 
I believe the applicable and effective rate on June 7, 1954, was 6.253¢, and do 
so for these reasons. 

We are here attempting to find the applicable and effective rate as of June 7, 
1954. This is to be distinguished from the lawful or the just and reasonable 
rate at that time. The two may or may not be the same. It is also to be dis- 
tinguished from the price being paid, which might be calculated erroneously 
or otherwise be inconsistent with the applicable and effective rate. 

The significance of the effective and applicable rate derives from the language 
of Order 174—A issued August 6, 1954. Therein, in Rule 154.93, the phrase “Rate 
Schedule” as used in 154.92 through 154.101 is defined to “mean the basic con- 
tract and all supplements or agreements amendatory thereof, effective and 
applicable on and after June 7, 1954 * * *.” (Emphasis supplied.) Whatever 
the applicable and effective rate is, it will be found in the contract and the two 
supplements to it since these were the filings made in compliance with 174-A. 

The contract of December 1, 1946, has this language in Article XIV (para- 
phrasing) : 

This contract is subject to * * * future lawful orders of all regulatory 
bodies * * * having jurisdiction over the parties; and should * * * either 
party, by * * * such law or regulation imposed, be * * * required to do any 
act inconsistent with the provisions of this contract, the contract shall * * * 
be deemed modified to conform with the requirements of such law or 
regulation. 

“Such law or regulation” refers back to the “future lawful orders” mentioned 
supra. 

In other words, if a lawful order were promulgated requiring, for example, 
an increase in price, the parties have agreed in Article XIV that such a lawful 
order automatically becomes part of the contract. 
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Since the parties specified a lawful order, an unlawful order could have no 
effect. For example, an unlawful order requiring a change in price would not 
become part of the contract and hence part of the rate which was filed with 
this Commission. The only filing we had and accepted was the contract and the 
supplements. If the rate cannot be found in them, it was not filed and there- 
fore was not the “effective and applicable” rate. 

But between December 1, 1946, and the date Dorchester made its filing in 
compliance with 174-A, two regulations were passed by a body purportedly 
having jurisdiction over the parties. On May 17, 1951, and on July 29, 1952, 
orders were issued by the Oklahoma Corporation Commission which, if they 
had been lawful, would have, in the words of the agreement between the parties 
(Article XIV), “required (Dorchester and Natural) to do (an) act inconsistent 
with the provisions of this contract.” That is, the parties would have been 
required to sell and buy gas at 7¢ and later at 9.8262¢ per Mcf when the “pro- 
visions of this contract” required them to buy and sell at a price substantially 
less. 

By agreement of the parties, therefore, these minimum price orders, if they 
had been lawful, would have been deemed to have modified the contract to the 
extent necessary to make it conform thereto. It was for this reason the two 
orders were filed by Dorchester, along with the basic contract. Notice that, but 
for the provisions of the contract, the mere filing of Oklahoma Commission 
orders would not have been a rate filing. If they had any effect at all, it was 
by virtue of their incorporation into the contract. If they can’t be found to be 
part of the contract, they are not a rate filing. 

The rub comes, however, because the orders of the Oklahoma Commission 
were held unlawful insofar as interstate transactions were concerned. Since 
the contract dealt solely with interstate transactions, the orders were therefore 
unlawful insofar as this contract and these rates were concerned. If unlawful, 
they could not require the parties “to do any act inconsistent with the provisions 
of” the contract. It follows necessarily that the orders could not be deemed to 
modify the contract “to conform with the requirements” thereof. As unmodified, 
the contract provided for a rate of 6.253¢ for the period here involved. 

As stated at the outset, whatever the applicable and effective rate is, it will 
be found in the contract and the supplements. By the contract’s own terms the 
supplements do not affect the contract. Therefore, the rate applicable and 
effective for purposes of this proceeding at this stage is 6.253¢. 

These conclusions are inevitable regardless where the equities of the proceed- 
ing may lead. Whether protest had or had not been filed would have made no 
difference. Indeed, whether the filing as of November 1954 had been accepted 
unconditionally or not would have made no difference. The parties are bound 
by their own contract which, by its very terms, provides that the supplements 
they filed are not effective between them. 

Far from not accepting the initial filing, therefore, we are accepting precisely 
what Dorchester itself filed. If we accept some, we must accept all of the 
contract’s terms, barring, of course, terms contrary to the public interest. Any 
attempt at this time to find applicable a rate different from the rate specified 
by the contract itself, would be to stray from the four corners of the instrument. 
This we may not do. 

I agree with the majority that the bond need not be fixed at as high a figure 
as $742,000 however. It seems that to do so will place an unreasonable and 
probably impossible burden on Dorchester at this time. According to testimony 
of Dorchester, there would be insufficient revenue from a 6.253¢ rate to meet 
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payments due under the terms of the mortgage instrument securing the loan of 
$35,000,000 from two life insurance companies. This and other evidence of 
somewhat thin financing make it clear that the ability of Dorchester to provide 
a surety bond in the amount of $742,000 as suggested by the recommended 
report and order, would depend on the corporate magnanimity of organizations 
not affiliated with Dorchester, except in a creditor relationship. The same 
sources which presumably can be counted on to produce a premium or otherwise 
to make possible an indemnification of Dorchester’s customers will be as avail- 
able in the event of a judgment for overcharges. I do not deem it a necessary 
protection, and indeed may render any protection impossible, to exact so high 
a toll. 

Draper, Commissioner, dissenting: 

I believe that the Decision of the Presiding Examiner in this proceeding 
should be affirmed. 

The question involved depends simply upon what was the true rate in effect 
on June 7, 1954, for natural gas sold by the Dorchester Corporation to the 
Natural Gas Pipeline Company of America. There seems to be no dispute that 
Dorchester tendered on October 28, 1954, for filing in compliance with our 
Order No. 174—A its basic contract with Natural (providing a price of 6.253¢ 
per Mcf at 14.65 psia) and three supplements thereto, the last of which was 
Order No. 26096 of the Corporation Commission of Oklahoma purporting to fix 
a minimum price of 9.8262¢ per Mef for gas produced in the Oklahoma field 
concerned. Dorchester asserts that said price of 9.8262¢ per Mcf was the rate 
in effect on June 7, 1954. 

Natural has contested the validity of the 9.8262¢ price purported to be set 
by the Oklahoma Commission, both before us and in the courts, and we recog- 
nized Natural’s position in our order issued November 30, 1954, which accepted 
for filing Dorchester’s tendered FPC Gas Rate Schedule No. 2 and Supple- 
ments 1 to 3 thereto, by stating specifically in that order that the filing was 
permitted 

* * * subject to the express understanding and condition that such filing 
is proper only if Order No. 26096 is valid as to the sale by Dorchester to 
Natural covered by the filings, but not otherwise. [Emphasis supplied.] 

The status.of the rate charged by Dorchester to Natural on June 7, 1954, was 
therefore, as I see it, a contract price of 6.253¢ per Mcf, or a locally state- 
ordered price of 9.8262¢ per Mcf if the locally state-ordered price was estab- 
lished by a valid price order. There was no question of two rates being recog- 
nized by the order. The effective rate was one or the other of two definite rates. 

The Supreme Court of the United States on April 11, 1955, reversing a decision 
of the Supreme Court of Oklahoma, held that the sale and transportation of 
natural gas by Dorchester to Natural 

* * * cannot be regulated by a State but are subject to the exclusive regu- 
lation of the Federal Power Commission. (Natural Gas Pipeline Co. vs. 
Panoma Corp. et al., etc., 349 U. S. 44.) 

This action by the Supreme Court, in my understanding, says that the attempt 
of the Oklahoma Commission to fix a minimum price for this transaction was 
void from the beginning, thus disposing of the condition in our order of Novem- 
ber 30, 1954. Thus, Order No. 26096 of the Oklahoma Commission was not a 
valid exercise of rate fixing in interstate commerce, and therefore Supplement 
No. 2 was not a “proper” filing. It can only follow that what remained as 
properly filed—the contract rate of 6.253¢ per Mcf—was the sole effective rate. 
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Findings and order issuing certificates of public convenience and necessity and 
permitting abandonment of facilities 


Central Kentucky Natural Gas Co.; The Union Light, Heat and Power Co. 


Docket Nos. G—8600, G—8610 
November 14, 1955 


On March 17, 1955, applications were filed with the Federal Power Commission, 
pursuant to Section 7 (b) and (c) of the Natural Gas Act, as hereinafter set 
forth, for authorizations to abandon, acquire, construct, and operate natural gas 
facilities, as hereinafter described, subject to the jurisdiction of the Commis- 
sion, all as more fully represented in the respective applications. Amendments 
to Docket No. G—8610 were filed on May 26 and June 7, 1955, and to Docket 
No. G—8600 on June 6, 1955. 

Central Kentucky Natural Gas Company (Central), a Kentucky corporation 
with its principal place of business at Charleston, West Virginia, filed an appli- 
eation in Docket No. G—8600 for permission to abandon by sale certain of its 
facilities to Union Light, Heat and Power Company and to Cincinnati Gas and 
Electric Company and for a certificate of public convenience and necessity 
authorizing the construction of certain additional facilities near Cincinnati to 
deliver more gas to the Cincinnati area, served by Union and Cincinnati with 
gas purchased from Central. Central also requests authorization to construct 
and operate facilities and to abandon and relocate compressor facilities, all in 
the Menifee-Means area of northeastern Kentucky. 

Union Light, Heat and Power Company (Union), a Kentucky corporation 
with its principal place of business at Covington, Kentucky, filed an application 
in Docket No. G—8610 for a certificate of public convenience and necessity 
authorizing it to acquire and operate that portion of the facilities to be sold 
to it by Central and to operate a portion of the new facilities to be built by 
Central, all in Kentucky near the city of Cincinnati. 

Central proposes to abandon by sale and Union proposes to acquire by pur- 
chase portions of lines A, AM-—1 and AM-2 now owned by Central and located 
on the Kentucky side of the Ohio River opposite Cincinnati, which lines are 
now being operated by Union to deliver gas to retail customers of Union and to 
Cincinnati Gas and Electric Company (parent of Union) for the account of 
Central. These lines include 10 miles of 20-inch pipe plus two multiple crossings 
of the Ohio River, one multiple crossing of the Licking River and the Johns 
Hill Measuring Station, all in Campbell and Kenton Counties, Kentucky. These- 
facilities are operated at present by Union without certificate authority covering 
the transportation of gas to Cincinnati for Central’s account. 

Central also proposes to build 14.2 miles of new 24-inch line AM-7 connecting 
its A-system in Kentucky with the western portion of the distribution system 
of Cincinnati Gas & Electric Co., giving Cincinnati a fourth delivery point. 
Since this new line, like those to be acquired by Union, will also be located in 
Union’s distribution area, it will also be operated by Union to transport gas to 
Cincinnati for Central as well as for distribution to Union’s retail customers. 

In addition, Central proposes to build and operate 6.9 miles of 20-inch line 
looping its existing 14-inch line from a connection with Gulf Interstate Gas 
Company near Menifee, Kentucky, to its Means Compressor Station and to add 
1,980 additional horsepower at Means by supercharging 4 existing 880-hp. units 
to 1,100-hp. and transferring one 880-hp. compressor unit from Menifee Station 
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to Means and supercharging it also to 1,100-hp. The 880-hp unit at Menifee is 
no longer needed there for the development of the Menifee Storage Pool, and 
Central requests permission to abandon the unit at Menifee and relocate it at 
Means. All these new facilities are designed to enable Central to transport 
additional volumes of gas to be received principally from the Gulf Interstate 
Gas Company line to the Cincinnati area. 

The additional facilities will enable Central to increase its deliveries to Union 
and Cincinnati to a total of 406,900 Mcf per day during the 1955-1956 winter 
and to 445,600 Mcf per day in the 1956-57 winter. Present facilities are capable 
of delivering approximately 312,000 Mcf per day. 

The rearrangement of facilities and operations proposed between Central and 
Union should prove beneficial to those companies and their customers. 

The estimated capital cost of Central’s new facilities is $2,474,100 which it 
proposes to finance in the usual way by sale of securities to its parent, Columbia 
Gas System, Inc., who in turn sells securities to the public, all subject to the 
approval of the Securities and Exchange Commission. 

Union will acquire the aforedescribed facilities from Central for a cash price 
based on their original cost less accrued depreciation as recorded on Central’s 
books in accordance with the Commission’s Uniform System of Accounts. As of 
September 30, 1954, the depreciated original cost of such facilities was $503,124. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 2, 1955, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 

The Commission finds: 

(1) Central Kentucky Natural Gas Company, a Kentucky corporation with 
its principal place of business at Charleston, West Virginia, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of September 7, 1943, in Docket No. G—338, 
3 F. P. C. 1083. 

(2) The Union Light, Heat and Power Company, a Kentucky corporation 
with its principal place of business at Covington, Kentucky, is engaged in the 
transporation of natural gas in interstate commerce and is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act and, therefore, subject to 
the provisions of said Act and the rules and regulations of the Commission 
prescribed thereunder. 

(3) The facilities described herein are or will be used in the transportation 
and sale of natural gas in interstate commerce subject to the Commission’s 
jurisdiction and the abandonment, acquisition, operation and construction, as 
proposed herein, are subject to the requirements of subsections (b), (c), and 
(e) of Section 7 of the Natural Gas Act. 

(4) The proposed construction, operation, abandonment, and acquisition as 
described herein, and as more fully set forth in the applications, are required 
by the public convenience and necessity and authorizations therefor should be 
granted as hereinafter ordered and conditioned. 

(5) The Applicants are able and willing properly to do the respective acts 
and to perform the service proposed, and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 
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(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure 
(18 CFR 157.20) should attach to the certificate hereinafter issued to Central 
and paragraphs (4) and (5) of that section should attach to the certificate 
issued to Union, and to the exercise of the rights granted thereunder, and that 
the time within which construction of facilities authorized by this order shall 
be completed and in actual operation should be fixed at four months from the 
date on which this order issued. 

(7) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 


not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 

The Commission orders: 

(A) Central Kentucky Natural Gas Company is hereby authorized to abandon 
certain facilities by sale and to abandon and remove other facilities and to 
construct and operate natural gas facilities, as hereinbefore described, as more 
fully represented in its application herein in Docket No. G—8600. 

(B) A certificate of public convenience and necessity be and is hereby issued 
to The Union Light, Heat and Power Company upon the terms and conditions 
of this order, authorizing the acquisition and operation of facilities, and to 
render the service hereinbefore described, as more fully represented in its 
application in Docket No. G-—8610. 

(C) The general terms and conditions set forth in paragraphs (1), (2), 
(3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 of the Commission's 
Rules of Practice and Procedure (18 CFR 157.20) shall attach to the certificate 
issued herein to Central and paragraphs (4) and (5) of that Section shall 
attach to the certificate issued herein to Union and to the exercise of the rights 
granted thereunder, and the time within which the construction herein shall be 
completed and in actual operation shall be fixed at four months from the date 
on which this order issued. 

(D) The authorizations granted herein are without prejudice to any action 
that may be taken by the Commission in imposing sanctions against The Union 
Light, Heat and Power Company for operating Central's transmission facilities 
in the past without certificate authority from this Commission. 


Findings and order issuing certificate of public convenience and necessity 


Texas Eastern Transmission Corp. 
Docket No. G-9100 
November 14, 1955 


On July 5, 1955, Texas Eastern Transmission Corporation (hereinafter re- 
ferred to as Texas Eastern) filed an application pursuant to Section 7 of the 
Natural Gas Act, and a supplement thereto on August 25, 1955, for authority to 
sell and deliver gas under its WPS Rate Schedule to certain of its present firm 
gas customers, for the period beginning November 16, 1955, through April 15 
1956. 

The record shows that Texas Eastern has obtained letters from each of the 
customers proposed to be served herein, evidencing their intent, subject to 
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Commission approval, to contract for the quantities of gas and under the rate 
schedule as set forth in the application, as follows: 


Winter Peaking Service Under WPS Rate Schedule (November 16, 1955, 
through April 15, 1956) 





Maximum | Winter con- 

Company daily quan- | tract quan- 
tity 0 ef at | tity (Mef at 

14.73 psia) 14.73 psia) 






Arkansas-Missouri Power Company and Associated Natural Gas Company, 
Joint Buyers 





BPS GL aa sdot dost vadun dks Iibocbastbbcncdd sive st. } 77, 522 
NN isk « Se nnnemnnenenennn egunctunsernetbed 51 3, 876 
Borough of Chambersburg, Penn.__-.-..............-------- Spaebe een 51 3, 876 
City Gas Company of New Jersey..........--..---.--------s--------------- 51 3, 876 
Consumers Gas Company (Ill.).-..----- . ae 204 15, 504 
Indiana Gas and Water — Inc. . 1,020 77, 522 
Missouri Utilities popes 1,020 | 77, 522 
National Gas and Oi! Company (Ohio)... Lahccdtcguaedactnaautiercewenes 510 | 38, 761 
New Jersey Natural Gas Company Spgedhdy dapat deadeoans 5, 100 387, 610 
The Permian Oil and Gas Company (Ohio). chisediitbnaninnncinelnechbeenents 1, 550 
Philadelphia Electric Company-.---_-.-.-.-.- 48, 800 3, 100, 883 
Philade: Iphia Gas Works (UGI)_-.-_-- 2, 040 155, 044 





Public Service Electric and Gas Co. (N. J. ES | ; | 
ED, Te CE, henlacabiccmenmddweinhonsnhinnuneenstel 204 
WwW aynesburg Home Gas Company — 
Huntingdon Gas Company (Pa.)-. 
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The service to be rendered requires no additional construction or acquisition 
of facilities, and, consequently, no financing is necessary. 

Texas Eastern has available 80,154 Mcf per day (14.73 psia) of natural gas 
capacity for delivery during the period involved to meet the daily quantity of 
67,615 Mcf proposed to be sold and delivered. Of the 214,000 Mcf per day allo- 
cated to Algonquin Gas Transmission Company (Algonquin) and of the 2,184 Mcf 
per day allocated to Tennessee Gas Company (Tennessee), Algonquin has elected 
to take only 134,283 Mcf per day and Tennessee has elected to take only 
1,747 Mcf per day during this period. 

Texas Eastern also proposes to use excess gas available in its Oakford Storage 
Field for serving its WPS customers next winter. 

The proposed sales would be made under Texas Eastern’s WPS Rate Schedule, 
which is a part of Texas Eastern’s FPC Gas Tariff, Second Revised Volume 
No. 1, currently on file with the Commission. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 1, 1955, respecting the matters involved in and the issues presented 
by the application. No protest to the granting of the application has been 
received. Staff Counsel moved orally at the hearing that the intermediate. 
decision procedure be omitted and the Commission render a decision pursuant 
to Section 1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 

The Commission finds: 

(1) Applicant, Texas Eastern, is a Delaware corporation with its principal 
place of business in Shreveport, Louisiana. It owns and operates a natural gas 
transmission system in several states and is engaged in the transportation and 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption, subject to the jurisdiction of the Commission, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order of October 10, 1947, in Docket. No. 
G-880, 6 F. P. ©. 148. 

(2) The services hereinbefore described constitute transportation and sale 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
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mission, and such service is subject to the requirements of subsections (c) and 
(e) of Section 7 of the Natural Gas Act. 

(3) Texas Eastern is able and willing properly to do the acts and to perform 
the services proposed, and to conform to the provisions of the Natural Gas Act, 
and requirements, rules and regulations of the Commission thereunder. 

(4) The proposed services hereinbefore described are required by the public 
convenience and necessity, and a certificate therefor should be issued as here- 
inafter ordered and conditioned. 

(5) Staff Counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30 (c) (1) 
(18 CFR 1.30 (c) (1)) of the Commission’s Rules of Practice and Procedure 
having been satisfied, sufficient cause exists for the Commission forthwith to 
render its final decision in the instant proceeding. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (3) (iii), and (5) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure (18 CFR 157.20) should 
attach to the issuance of the certificate as hereinafter ordered and to the 
exercise of the rights granted thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Texas Eastern to make the sales and deliveries of 
natural gas herein applied for and described in the application in Docket No. 
G-9100. 

(B) This certificate shall be accepted in writing and under oath by a re- 
sponsible official of Texas Eastern, and the general terms and conditions set 
forth in paragraphs (1), (3) (iii), and (5) of Section 157.20 of the Commis- 
sion’s Rules of Practice and Procedure shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 


Findings and order issuing certificates of public convenience and necessity* 
Natural Gas Pipeline Company of America, et al. 
Docket No. G—8839, et al. 
November 15, 1955 


Natural Gas Pipeline Company of America (hereinafter referred to as 
Natural), a Delaware corporation, with its principal place of business at 
20 North Wacker Drive, Chicago, Illinois, filed on May 2, 1955, its application 
for a certificate of public convenience and necessity pursuant to Section 7 of 
the Natural Gas Act, authorizing it to construct and operate gas facilities as 
hereinafter described : 

(1) To construct and operate a sidetap connection to Natural’s main trans- 
mission line system in the southwest corner of Beaver County, Oklahoma. The 
estimated cost is $1,770. 

(a) In addition to (1) above, Natural is to construct a gathering system in 
Texas and Beaver Counties, Oklahoma, consisting of 2.07 miles of 4-inch, 4.60 
miles of 6-inch, and 5.05 miles of 8-inch pipelines. 

(b) To construct wellhead and alcohol injection equipment. 


* Omitted portions of this order relate to the issuance of independent producer cer- 
tificates. 
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The total cost of (1) (a) and (b) above is approximately $320,370, including 
overheads. 

(2) To construct and operate a sidetap connection in Hansford County, Texas, 
on Natural’s Sinclair-Lips gas field lateral line approximately one mile south- 
east of the point of connection of the Sinclair-Lips Line with Natural’s main 
transmission system. The estimated cost is $1,380. 

(a) In addition to (2) above, Natural is to construct gathering facilities 
consisting of approximately 0.9 miles of 4-inch pipeline. 

(b) One wellhead meter and alcohol injection equipment. 

The total cost of (2), (a) and (b) above is approximately $19,580, including 
overheads. 

The total estimated cost of the above proposed facilities is $339,950 which 
Natural proposes to finance from its funds on hand. 

The purpose of the above project is to enable Natural to take deliveries, into 
its main transmission system, of additional supplies of gas under new purchase 
contracts, with The Texas Company, United Producing Company, Inc., Rip C. 
Underwood, Cities Service Development Company (formerly American Gas 
Production Company), and Phillips Petroleum Company. 

~ * * 7 * o « 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 3, 1955, respecting the matters involved in and the issues presented 
by the applications. No petitions to intervene or protests to the granting of the 
applications have been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 


decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 

(1) The Applicant, Natural Gas Pipeline Company of America, a Delaware 
corporation, having its principal place of business at Chicago, Illinois, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order of October 13, 1942, in Docket No. 
G-235, 3 FPC 830. 

(2) The facilities hereinbefore described, as more fully described in Natural’s 
application herein, are proposed to be used in the transmission and sale of 
natural gas in interstate commerce for resale, subject to the jurisdiction of the 
Commission, as integral parts of Natural’s existing pipeline system and the 
construction and operation thereof by Natural are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

. 4 * . + 7 o 

(5) Applicants, Natural, Texas, and Phillips, are able and willing properly 
to do the acts and to perform the services proposed and to conform to the 
provisions of the Natural Gas Act, and the requirements, rules and regulations 
of the Commission thereunder. 

(6) The proposed construction and operation of the facilities by Natural and 
the sales of natural gas by Texas and Phillips, together with the operation of 
any facilities subject to the jurisdiction of the Commission necessary therefor, 
are required by the public convenience and necessity, and certificates therefor 
should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (iii), (3) (iv), and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued to Natural, and to 
the exercise of the rights granted thereundér and that the time within which 
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such construction of the facilities authorized by this order shall be completed 
and in actual operation should be fixed at 60 days from the date on which this 
order issues. 

(8) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Natural to construct and operate the facilities here- 
inbefore described, all as more fully described in its application in this pro- 
ceeding and the exhibits appended thereto, for the transportation and sale of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

* > * « a 7 s 

(C) The certificate to Natural shall be accepted in writing, and under oath, 
by a responsible official of Natural and the general terms and conditions set 
forth in paragraphs (1), (2), (3) (iii), (3) (iv), and (5) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and the exercise of the 
rights granted thereunder. 

os * * - * - = 

(E) The time within which the facilities hereby authorized to Natural shall 
be constructed and placed in actual operation as provided by paragraph (2) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure is hereby 
fixed at 60 days from the date on which this order issues. 

(F) The certificates issued to Natural, Texas, and Phillips are not transfer- 
able and shall be effective only so long as they continue the acts or operations 
hereby authorized in accordance with the provisions of the Natural Gas Act, 


and the applicable rules, regulations and orders of the Commission. 
2 7” * * 7 * e 


Order granting petition to amend prior order 
Texas Gas Transmission Corp. 
Docket No. G-2017 
November 17, 1955 


On October 14, 1955, Texas Gas Transmission Corporation (Texas Gas) filed 
a petition requesting the Commission to amend its order issued August 7, 1953, 
in settlement of the rate increase proceedings in the above-designated docket. 

The Commission’s Opinion No. 260 in Docket No. G-2017 and accompanying 
order issued August 7, 1953, 12 F. P. C. 295, among other things, required that 
Texas Gas make refunds and file rate reductions upon final determination of 
the rates to be charged by United Gas Pipe Line Company (United) in Docket 
Nos. G—1142 and G—2019, et al. 

By its Opinion No. 277 in Docket Nos. G—-1142 and G—2019, e¢ al., and accom- 
panying order issued November 2, 1954, the Commission decided the matter of 
United’s rates to its customers, including Texas Gas, effective as of August 1, 
1954. Pursuant to that opinion and order, United filed reduced rates applicable 





1104 FEDERAL POWER COMMISSION 


ito its customers, including Texas Gas. However, due to the litigation of 
Opinion No. 277 instituted by Mississippi River Fuel Corporation, Texas Gas 
has not yet complied with the refund and rate reduction provision of the order 
issued August 7, 1953, herein. 

Based on sales for the year ended July 31, 1954, the amount of the rate reduc- 
tion to Texas Gas, effective August 1, 1954, from United by way of Opinion 
No. 277 approximates $1,300,000 per year, of which about $1,180,000 is applicable 
to Texas Gas’ sales subject to the jurisdiction of this Commission. 

On September 30, 1955, United filed a proposed rate increase, which, based 
on sales for the year ended July 31, 1955, would increase purchased gas costs 
of Texas Gas approximately $1,133,000 per year, of which amount about 
$1,044,000 is allocable to the latter’s jurisdictional sales. The proposed increase 
filed by United on September 30, 1955, was suspended by order issued October 26, 
1955, in Docket No. G—9547, until April 1, 1956. As a result of the filing by 
United, Texas Gas, on October 7, 1955, submitted for filing a proposed rate 
increase of approximately $793,000 per year. 

Thereafter, on October 14, 1955, Texas Gas also filed the petition referred to 
above and to which petition this order pertains. In that petition, Texas Gas 
requests that the order issued August 7, 1953, in this docket be amended, as 
summarized below, to provide that: 

(1) Texas Gas file rates to become effective upon the same date that the 
changes in rates proposed by United in Docket No. G—9547 become effective, 
under bond or otherwise, whereby Texas Gas would reduce the commodity 
‘charges in its presently effective rates by 0.06¢ per Mcf in Zones 1 and 2, and 
by 0.11¢ per Mcf in Zones 3 and 4 (in lieu of the reduction of 0.49¢ per Mcf 
and 0.54¢ per Mcf, respectively, that would be required by reason of the Com- 
mission’s determination in United’s Docket Nos. G—1142 and G-—2019, et al.). 

(2) Texas Gas refund and file changes in its rate schedules as may be required 
as a result of Commission final order, or order which becomes final after court 
review, if any, respecting United’s proposed increased rates in Docket No. 
G-9547. Such rate reductions and refunds as Texas Gas may be required to 
make hereunder shall be determined and made effective in accordance with the 
terms of Articles III and V of the “Proposed Settlement” incorporated and 
approved by the Commission in Opinion No. 260 and accompanying order issued 
August 7, 1953, in this docket, as though United’s proposed rate increase in 
Docket No. G—9547 had been pending at the time of issuance of Opinion No. 260. 

(3) Texas Gas will not be relieved of its obligation to make the refunds 
received from United as a result of the Commission’s order in Docket Nos. 
G-1142 and G—2019, et al., for the period January 8, 1953, through July 31, 1954. 

(4) Texas Gas will not be relieved of its obligation to refund to its customers 
amounts representing the equivalent of the reduction in rates required by para- 
graph (F) of the order issued August 7, 1953, in this docket, for the period 
beginning August 1, 1954, and ending upon the day upon which the rates referred 
to in (1) above become effective. 

The petition further states that upon the issuance by the Commission of an 
order as requested in such petition, Texas Gas will withdraw its request for a 
general rate increase filed on October 7, 1955. 

In effect, the petition filed herein by Texas Gas proposes that the Commission 
modify the outstanding rate settlement order issued in this docket on August 7, 
1958, so as to substitute the contingency relating to United’s rates in Docket 
No. G-9547 for the contingency relating to United’s rates in Docket Nos. G—1142 
and G-2019, et al., such substitution to be effective concurrently with the date 
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that United’s rates suspended in Docket No. G—9547 become effective under bond, 
or otherwise. Further, since the United proposed rate increase in Docket No. 
G—9547 is less than the rate reduction ordered by the Commission’s Opinion 
No. 277 in Docket Nos. G—1142 and G—2019, et al., Texas Gas agrees to file a 
rate reduction of approximately $232,000 per year based on sales for the year 
ended July 31, 1955. 

By order issued October 21, 1955, the Commission fixed November 1, 1955, as 
the date for hearing on the petition herein. Hearing was convened on the date 
fixed with representatives of Texas Gas, certain interveners and the Commission 
Staff appearing. As its direct testimony in support of its petition, Texas Gas 
put into evidence the data and studies contained in its rate increase filing of 
October 7, 1955. Commission Staff also presented over-all cost of service and 
sales revenue data derived from that rate increase filing. 

The Commission Staff’s office study of the data presented by Texas Gas and 
using the company’s allocation methods indicates that the pro forma year ended 
July 31, 1955, cost of service allocable to jurisdictional sales on a 6% rate of 
return basis would be about $62,155,000, or about $100,000 less than the revenues 
after giving effect to Texas Gas’ proposal to reduce rates by $232,000 per year. 
In addition, the costs claimed by Texas Gas include amounts for gas purchases 
from various suppliers which would be subject to refund. Such contingent costs 
include United’s rate increase filing in Docket No. G—9547, and amounts paid 
to Olin Gas Transmission Company (Docket No. G—8559), Tennessee Gas Trans- 
mission Company (Docket No. G—5259), and Panhandle Eastern Pipe Line 
Company (Docket No. G—2506) .1 

In view of the apparent excess in revenues from jurisdictional sales of about 
$100,000 per year and the contingent costs of purchased gas relied upon, Texas 
Gas agreed on the record (1) to extend the refund and reduced rate filing con- 
dition respecting United’s rates in Docket No. G—9547 as set forth in the petition 
to include Olin’s proposed rate increase filing in Docket No. G—8559, which 
includes an overall increase of $119,000 to Texas Gas, and (2) to accept a 
further modification of its proposal providing for refunds and filing of reduced 
rates in the event that the reduction in corporate tax rate from 52% to 47% 
during 1956, as set forth in the present income tax law, is realized. 

The recommendation of Texas Gas that the Commission grant its petition 
filed October 14, 1955, on the conditions contained therein and on the further 
conditions stated on the record and summarized above, respecting Olin’s filing 
in Docket No. G—8559 and a possible reduction in the corporate tax rate in 1956, 
was agreed to on the record by the Commission Staff and all of the interveners 
present at the hearing. 

Pursuant to the motion of counsel for Texas Gas, concurred in by counsel 
for all of the parties, including Commission Staff, that the intermediate decision 
procedure be waived and the record certified to the Commission, the matter is 
now directly before us for consideration and disposition. 

The Commission finds: 

Upon consideration of the foregoing and the record in these proceedings as 
certified, it is appropriate and in the public interest in carrying out the pro- 
visions of the Natural Gas Act that the petition filed by Texas Gas on October 14, 
1955, be granted upon the conditions contained therein and upon the further 


1Inasmuch as the Commission has authorized the abandonment of service by Pan- 
handle to Texas Gas and the increase by Tennessee to Texas Gas is of a de minimus 
nature, the contingencies with respect to Texas Gas’ purchased gas costs from those two 
companies are not here material. 
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conditions agreed to by Texas Gas on the record as stated above, and that the 
order issued August 7, 1953, in this docket, be modified as hereinafter provided. 

The Commission orders: 

(A) The petition filed by Texas Gas on October 14, 1955, be and the same 
hereby is granted upon the conditions set forth therein and upon the further 
conditions agreed to by Texas Gas on the record of hearing on such petition; 
and the order issued in this docket on August 7, 1953, accompanying Opinion 
No. 260, be and the same hereby is modified to the extent, and only to the extent, 
hereinafter set forth. 

(B) Paragraph (I) of the order issued August 7, 1953, herein, hereby is 
renumbered paragraph (N) and modified as set forth below: 

(C) The following paragraphs (I) through (N) hereby are added to supple- 
ment the order issued August 7, 1953 herein: 

(1) Texas Gas shall file rates to become effective upon the same date that the 
change in rates proposed by United in Docket No. G—-9547 become effective under 
bond or otherwise, whereby Texas Gas shall reduce the commodity charges in 
its presently effective rates by 0.06¢ per Mcf in Zones 1 and 2, and by 0.11¢ per 
Mcf in Zones 3 and 4. 

(J) Texas Gas shall make refunds and file changes in its rates in the event 
that United and Olin Gas Transmission Corporation (Olin), or either one of 
them, are required by any final orders of the Commission, or otherwise, to make 
refunds to Texas Gas, or to make any reductions in the rates applicable to sales 
of natural gas by United to Texas Gas and by Olin to Texas Gas as a result of 
any proceedings held by the Commission with respect to increases in rates 
proposed in Docket No. G—9547 and Docket No. G—8559,.respectively. Such rate 
reductions and refunds as Texas Gas may be required to make hereunder shall 
be determined and made effective in accordance with the terms of Articles III 
and V of the “Proposed Settlement” incorporated in Opinion No. 260, as though 
United’s proposed increase in Docket No. G—9547 and Olin’s proposed increase 
in Docket No. G—8559 had been pending on August 7, 1953, except that with 
respect to Olin’s proposed increase no refund under this paragraph is required 
of Texas Gas for the period prior to April 1, 1956, and no reduction in rates 
pursuant to this paragraph need be made effective prior to April 1, 1956, and 
with respect to United’s proposed increase in Docket No. G—9547, the refunds 
and filing of reduced rates by Texas Gas shall be effective from the date that 
United’s proposed increase becomes effective under bond, or otherwise. 

(K) In the event that the corporate Federal income tax rate for the year 
1956 is fixed at less than the current rate of fifty-two (52) percent in accord- 
ance with Section 11 (b), Internal Revenue Code of 1954, as amended by Sec- 
tion 2 of Public Law 18 approved March 30, 1955, Texas Gas shall file changes 
in its jurisdictional resale rates to reflect the decrease in Texas Gas’ cost of 
service occasioned thereby. Such changes in the rates of Texas Gas shall be 
effective as of the date upon which such reduction in Federal income tax rate 
becomes effective, and shall be computed as follows: Federal income taxes in 
the amount of $4,966,933 as computed on Exhibit No. 30, page 6, shall be recom- 
puted, with only one change, that being the use of the legally effective corporate 
tax rate for 1956 in lieu of 52 percent. The dollar amount of income tax so 
computed shall be deducted from the income tax figure shown on Exhibit 30. 
This amount shall be divided by 275,422,814 (the total Mcf sales for Texas Gas 
for the 12-months ended July 31, 1955, as set forth in Column 7 of Schedule 1, 
Statement G, Exhibit 29). The amount per Mcf as thus determined shall be 
applied to the jurisdictional rates of Texas Gas in reduction of the then effec- 
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tive commodity charges to be effective as of the date upon which the Federal 
income tax rate reduction becomes effective. The rates shall be computed to the 
nearest one-hundredth of one cent. 

(L) The Secretary of the Commission shall forthwith return to Texas Gas 
its proposal for rate increase filed October 7, 1955. 

(M) Except to the extent, and only to the extent, modified and amended 
hereby, the order issued August 7, 1953, accompanying Opinion No. 260 in this 
docket shall remain in full force and effect. 

(N) The issuance of this order is without prejudice to any findings or orders 
which have been or may hereafter be made by the Commission, and without 
prejudice to any claims or contentions which may be made by the Commission, 
Texas Gas, or any other party hereto, in any proceedings now pending or here- 
after instituted by or against Texas Gas, any other parties hereto, or any other 
companies or persons. 


Order directing the furnishing of data 
Tennessee Gas Transmission Co. 
Docket No. G-5259 
November 17, 1955 


East Tennessee Natural Gas Company and six other interveners! (Peti- 
tioners), on September 27, 1955, filed a joint motion for an order requiring 
Tennessee Gas Transmission Company (Tennessee) “to prepare a cost of service 
for the New England zone for the test year 1954, and for any subsequent test 
year used by Tennessee, the Staff or any other intervenor” for presentation and 
submission in this proceeding by Tennessee. 

Petitioners cite as authority for the motion paragraph (C) (4) of the initial 
decision of the Presiding Examiner, In the Matters of Tennessee Gas Trans- 
mission Company and Northeastern Gas Transmission Company, Docket Nos. 
G—2352 and G—2353, which was affirmed by our order issued July 16, 1954, and 
which authorized Tennessee to acquire and operate the certificated system of 
Northeastern Gas Transmission Company (Northeastern). Paragraph (C) (4) 
provided : 

(4) The Applicant shall maintain, in conformity with the Uniform System 
of Accounts, supplemental accounts in scope and form satisfactory to the 
Commission designed to show separately : 

(a) the actual expenses and charges which would be involved in any 
determination of Applicant’s cost of service for the New England zone 
formerly served by Northeastern, and 

(b) all applicable expenses and charges properly included in Applicant’s 
system cost of service which would be involved in determinations of allo- 
cations thereof between the several zones of service. 

Petitioners assert that the July 16, 1954, order requires Tennessee to keep its 
books in a form which will permit preparation of a cost of service for the New 
England zone, to make available for the consideration of the Commission, in a 
rate proceeding involving Tennessee, a cost of service for the New England 
zone, and, therefore, to prepare and file in this proceeding such cost of service. 


1The East Ohio Gas Company, Hope Natural Gas Company, New York State Natural 
Gas Corporation, The Peoples Natural Gas Company, Lake Shore Pipe Line Company, 
and The Lake Shore Gas Company. 
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Tennessee, on October 10, 1955, filed an answer and objections to the joint 
motion. Tennessee urges that the July 1, 1954, order does not impose upon it 
any obligation to prepare, present, or support a separate cost of service for the 
New England zone in this or any other proceeding, and that the accounting 
condition in the July 16, 1954, order does not require it to keep separate accounts 
for the New England zone reflecting allocations of company-wide costs to the 
zone. 

The question posed by the joint motion and answer is whether the July 16, 
1954, order requiring Tennessee to maintain certain specified records, in addition 
requires Tennessee to prepare and submit a cost of service for the New England 
zone as requested in this proceeding. 

A careful reading of the initial decision and the July 16, 1954, order reveals 
no provision which requires Tennessee to prepare and submit a cost of service 
for the New England zone formerly served by Northeastern. Nor does any 
provision of that order require it to keep separate accounts for the New England 
zone reflecting allocations of company-wide costs to the zone. 

Viewing the facts and circumstances which led to the accounting condition in 
the Presiding Examiner’s decision, and which are detailed therein, it is abun- 
dantly clear that Tennessee was required to maintain supplemental accounts 
designed to show separately (1) the actual expenses and charges which would 
be involved in any determination of Tennessee’s cost of service for the New 
England zone formerly served by Northeastern, and (2) all applicable expenses 
and charges properly included in Tennessee’s system cost of service which would 
be inyolved in determinations of allocations thereof between the several zones 
of service. 

This is not to mean that we intended that Tennessee be required to maintain 
such detailed supplemental accounting as might be characterized as “rate case 
accounting on a continuous basis” or to require continuous and periodical 
allocation of all joint costs between the New England zone and other zones. 

But neither did we intend that Paragraph (C) (4) be tantamount to a mere 
academic exercise in supplemental accounting. Its purpose is clear. It was to 
enable Tennessee to so account for its operations of the certificated system of 
Northeastern to the end that there would be always readily available the infor- 
mation necessary for the determination of a cost of service for the zone including 
the factual data necessary for an allocation of company-wide costs to the New 
England Zone. Plainly, the July 16, 1954, order contemplated that Tennessee 
not only account for direct expenses and charges, but also be prepared, when- 
ever necessary, to make an allocation of joint costs as between the New England 
zone and the remainder of the system. The necessity for all such details exists 
in a rate proceeding involving the totality of Tennessee’s rates where interested 
parties are seeking to determine whether proposed rates and charges are just, 
reasonable, and not unduly discriminatory or preferential. Accordingly, we hold 
that the July 16, 1954, order requires Tennessee to make available to the Com- 
mission and to interested parties in this proceeding the supplemental accounts 
prescribed by said order, and an allocation of joint costs as between the New 
England zone and the remainder of the system. Not only should these accounts 
and data be made available, but they should be made available in a form and 
in such detail that parties may readily construct a cost of service for the New 
England zone. 

The Commission finds: 

(1) It is necessary and proper in the public interest, and to aid in carrying 
out the provisions of the Natural Gas Act that Tennessee make available to 
Petitioners the supplemental accounts prescribed in the initial decision and the 
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July 16, 1954, order affirming the same in Docket Nos. G—2352 and G—2353, 
showing separately, by accounts, (1) the actual: direct expenses, plant and 
related reserves, and all other charges and credits which would be involved in 
any determination of Tennessee’s cost of service for the New England zone for 
the calendar year 1954, formerly served by Northeastern, and (2) an allocation 
of the indirect expenses, plant and related reserves, and all other charges and 
credits properly includible in Tennessee’s system cost of service for the calendar 
year 1954, between the New England zone and the remainder of the system, 
together with a comprehensive explanation of the principles and methods used 
in such allocation, and that Petitioners be allowed the right to corroborate and 
check such data against the books and records of Tennessee. 

(2) Tennessee should make this data available to Petitioners on or before 
November 28, 1955, in such form and with sufficient detail and specificity to the 
end that Petitioners may, in accordance with the intent of the initial decision 
and the July 16, 1954, order in Docket Nos. G—2352 and G—2353, construct a 
cost of service for the calendar year 1954 for the New England zone formerly 
served by Northeastern. 

The Commission orders: 

(A) Tennessee Gas Transmission Company shall, on or before November 28, 
1955, furnish and make available to Petitioners, by accounts, and showing 
separately (1) the actual direct expenses, plant and related reserves, and all 
other charges and credits which would be involved in any determination of 
Tennessee Gas Transmission Company’s cost of service for the calendar year 
1954, for the New England zone formerly served by Northeastern Gas Trans- 
mission Company, and (2) an allocation of the indirect expenses, plant and 
related reserves, and all other charges and credits properly includible in 
Tennessee Gas Transmission Company’s system cost of service for the calendar 
year 1954 between the New England zone and the remainder of the system, 
together with a comprehensive explanation of the principles and methods used 
in such allocation, and Tennessee Gas Transmission Company shall extend to 
Petitioners the right to corroborate and check such data against the books and 
records of Tennessee Gas Transmission Company, all in accordance with the 
intent of the initial decision and order of July 16, 1954, affirming same in 
Docket Nos. G—2352 and G—2353. 

(B) Tennessee Gas Transmission Company shall, on or before November 28, 
1955, report to the Commission, in writing and under oath, upon whom, and 
when, the data referred to in paragraph (A), above, was served, and shall 
forward to the Commission five copies of the data submitted to Petitioners. 

(C) Nothing contained in this order shall be construed as a determination 
by the Commission of what relevancy such data may have in the disposition 
of the issues in this proceeding. 

Commissioner Connole not participating. 


Findings and order issuing certificate of public convenience and necessity 
Texas Eastern Transmission Corp. 
Docket No. G-9119 


November 18, 1955 


Texas Eastern Transmission Corporation (Texas Eastern), Applicant, a Dela- 
ware corporation with its principal place of business at Shreveport, Louisiana, 
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filed on July 11, 1955, an application for a certificate of public convenience and 
necessity pursuant to Section 7 of the Natural Gas Act authorizing it to permit 
Arkansas-Missouri Power Company (Arkansas-Missouri) to convert its purchase 
contract from service under Applicant’s DCQ Rate Schedule to service under 
Apnplicant’s GS Rate Schedule. 

The general terms and conditions of Applicant’s FPC Gas Tariff permit such 
conversion upon Applicant’s consent which has been given. 

The effect of this conversion will be to increase the volumes of gas available 
to Arkansas-Missouri from Applicant on a peak day from 6,434 Mcf to 8,698 Mcf 
at 14.73 psia. The annual quantity of gas available to Arkansas-Missouri will 
not be increased under this conversion in accordance with the general terms 
and conditions pertaining to conversion from Applicant’s DCQ to GS Rate 
Schedules. 

Applicant also seeks to consolidate the purchase contracts of Arkansas- 
Missouri and Associated Natural Gas Company (Associated) into one service 
agreement, with these two companies as joint buyers, as requested by said 
companies, 

Arkansas-Missouri has purchased all of the outstanding common stock of 
Associated. Through the consolidation of the purchase contracts, Applicant 
seeks authorization to sell and deliver to Arkansas-Missouri and Associated, 
as joint buyers, a maximum of 15,183 Mcf at 14.73 psia per day in accordance 
with Applicant’s GS-B Rate Schedule, instead of delivering the volumes 
previously authorized by the Commission to be delivered to these companies 
separately. 

The proposed change will not affect the overall total volume of gas that 
Applicant is obligated to deliver to Arkansas-Missouri and Associated. 

No new or additional facilities are required by Applicant for the proposed 
service. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 10, 1955, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 


decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Applicant, Texas Eastern, a Delaware corporation with its principal place 
of business in Shreveport, Louisiana, owns and operates a natural gas trans- 
mission system in several states and is engaged in the transportation and sale 
of natural gas in interstate commerce for resale for ultimate public consump- 
tion, subject to the jurisdiction of the Commission, and is, therefore, a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of October 10, 1947, in Docket No. G—880, 
6 FPC 148. 

(2) The sale of natural gas hereinbefore described, as more fully described 
in the application, is made in interstate commerce, subject to the jurisdiction 
of the Commission, and such sale by Applicant, together with the operation of 
any facilities subject to the jurisdiction necessary therefor, are subject to 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The public convenience and necessity require that Arkansas-Missouri be 
permitted to convert its gas purchase contract from service under Applicant’s 
DCQ Rate Schedule to service under Applicant’s GS Rate Schedule, and a 
certificate therefor should be issued as hereinafter ordered. 
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(4) Publie convenience and necessity require that Applicant be authorized to 
consolidate the gas purchase contracts of Arkansas-Missouri and Associated 
into one service agreement with these two companies as joint buyers and 
authorization of Applicant to sell and deliver to Arkansas-Missouri and Asso- 
ciated, a maximum total of 15,183 Mcf at 14.73 psia per day in accordance with 
Applicant’s GS—-B Rate Schedule. 

(5) A request during the public hearing by staff counsel for omission-of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and is hereby issued. 
authorizing Applicant, Texas Eastern, to permit Arkansas-Missouri to convert 
its gas purchase contract from service under Applicant’s DCQ Rate Schedule to 
service under Applicant’s GS Rate Schedule as hereinbefore described, and as 
more fully described in the application and exhibits in this proceeding. 

(B) Applicant is hereby authorized to consolidate the gas purchase contracts 
of Arkansas-Missouri and Associated into one service agreement with these two 
companies as joint buyers and to sell and deliver to Arkansas-Missouri and 
Associated, a maximum total of 15,183 Mcf at 14.73 psia per day im accordance 
with Applicant’s GS—B Rate Schedule. 

(C) The certificate shall be accepted in writing and under oath by Applicant 
within 30 days from the issuance of this order. 


Findings and order issuing certificate of public convenience and necessity 


The Manufacturers Light and Heat Co. 
Docket No. G—9142 
November 18, 1955 


The Manufacturers Light and Heat Company (Applicant), a Pennsylvania 
corporation with its principal place of business in Pittsburgh, Pennsylvania, 
filed an Application on July 18, 1955, as supplemented on August 29, 1955, for 
a disclaimer of jurisdiction or, in the alternative for a certificate of public con- 
venience and necessity pursuant to Section 7 of the Natural Gas Act, for 
authorization to construct and operate certain facilities necessary for the sale 
and delivery of natural gas from existing transmission lines for industrial 
interruptible service to McLain Firebrick Division of H. K. Porter Company, 
Inc. (McLain), National Galvanizing Company (National), Layton Brick Com- 
pany (Layton), and Aircraft-Marine Products, Inc. (Aircraft-Marine), as here- 
inafter described subject to the jurisdiction of the Commission, all as more 
fully represented in the application, which is on file with the Commission and 
open to public inspection. 

The facilities necessary to initiate service to McLain consist of approximately 
676 feet of 6-inch line to be connected to Applicant’s existing 8-inch transmission 
line No. 5 in Columbiana County, Ohio, two meters, a regulator and miscellaneous 
equipment. 

The facilities proposed by Applicant to initiate service to National consist of 
15 feet of 4-inch line to be connected to its existing 8-inch transmission line 
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1011 in Allegheny County, Pennsylvania, two meters, a regulator and mis- 
cellaneous valves and fittings. 

The facilities necessary to serve Layton consists of approximately 10 feet of 
4-inch line to be connected to Applicant’s existing 6-inch transmission line 7191 
in Fayette County, Pennsylvania, two meters, regulator and miscellaneous 
equipment. 

Aircraft-Marine will be served from Applicant’s existing 6-inch transmission 
line No. 136 at a point in Codorus Township, York County, Pennsylvania. The 
facilities necessary to serve this new customer consist of approximately 40 feet 
of 4-inch line, a meter, two regulators and miscellaneous equipment. 


The annual and peak day requirements of the respective customers for 
1955-56 are as follows: 


Met 


OI ia ncnccsitidietuthadbnities 230, 000 710 Layton. eed dbpmotthibtephediwa 96, 000 285 
tb nigenbehonnmn 20, 000 80 || Aircraft-Marine.........-.- 9, 000 50 






The total estimated cost of Applicant’s proposed facilities is $23,967 and will 
be financed by Applicant out of funds on hand. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 8, 1955, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 

The Commission finds: 

(1) Applicant, a Pennsylvania corporation having its principal place of busi- 
ness at Pittsburgh, Pennsylvania, is a “natural-gas company” within the meaning 
of the Natural Gas Act as heretofore found by the Commission in its order of 
April 5, 1944, in Docket No. G-502, 4 F. P. C. 562. 

(2) Such facilities hereinbefore described as are subject to Commission juris- 
diction are proposed to be used in the transportation of natural gas in interstate 
commerce as an integral part of Applicant’s existing pipeline system, and the 
construction and operation thereof by Applicant are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts proposed in said 
application and to conform to the requirements, rules and regulations of the 
Commission thereunder. 

(4) The proposed construction and operation of the facilities mentioned in 
Finding (2) by Applicant are required by the public convenience and necessity, 
and a certificate therefor should be issued as hereinafter ordered and condi- 
tioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure 
(18 CFR 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which con- 
struction of facilities authorized by this order shall be completed and in actual 
operation should be fixed at 4 months from the date on which this order issues. 
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(6) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 


not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing The Manufacturers Light and Heat Company to con- 
struct and operate such facilities as are subject to the jurisdiction of the 
Commission, necessary for the purposes set forth herein, all as more fully 
represented in the application in this proceeding, upon the terms and conditions 
of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) of Section 157.20 
of the Commission's Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraphs (A) hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in operation, as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure, is hereby fixed at 
4 mouths from the date on which this order issued. 


Order modifying order further amending license (major) 
Winter Electric Light & Power Co. 
Project No. 2064 
November 18, 1955 


The Commission on August 29, 1955, issued an order further amending license 
(major) for Project No. 2064, 14 F. P. C. 934. 

Winter Electric Light & Power Co., of Winter, Wisconsin, licensee for major 
Project No. 2064, by letter filed September 28, 1955, stated that said order did 
not reflect the changes in the diversion dam as shown on Exhibit L (FPC No. 
2064-4), which was approved by the above-described order as a part of the 
license for the project, and requested that the order be amended to correct this 
discrepancy. Upon further consideration of the matter it has been found that 
such discrepancy exists. 

The Commission finds: 

It is appropriate to modify the aforesaid order as hereinafter provided to 
correctly describe the diversion dam. 

The Commission orders: 

(A) Paragraph (C) PARAGRAPH II. (b) of said order is modified by 
deleting therefrom the following: 

(b) Principal structures, comprising a low diversion dam of steel sheet 
piling, rock and concrete with 2-foot flash-boards ; 
and substituting therefor the following: 
(b) Principal structures, comprising a low diversion dam with concrete 
bases and abutments and timber stop logs supported by concrete piers and 
intermediate vertical steel beams; 


468917—-59——_73 
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(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this amendment of license, as modified. In acknowledgment of the 
acceptance of this amendment of license, as modified, it shall be signed for the 
licensee and returned to the Commission within 60 days from the date of 
issuance of this order. 

IN TESTIMONY of its agreement to the foregoing amendment, issued by the 
Federal Power Commission on August 29, 1955, as modified by order issued 
November 18, 1955, Winter Electric Light & Power Co., this ...... day of 
cheatin bas , 1955, has caused its corporate name to be signed hereto by 
ehh nas hap eatesmeae , its ...... President, and its corporate seal to be affixed 
Dereto and. attested bP. «6.00.6 vcae vtec ckeyecvnn » MS diadae Secretary, pursuant to 
a resolution of its Board of Directors duly adopted on the ...... day of 
"ivrere tT re , 19.., a certified copy of the record of which is attached hereto. 







WINTER Etectric LignHt & POWER Co., 


President. 


eee ee ee ewes 


Secretary. 
(Executed in quadruplicate.) 




































Order modifying order on rehearing and otherwise denying application for 
rehearing 


Consolidated Water Power Co. 
Project No. 2110 


November 21, 1955 





On October 27, 1955, Consolidated Water Power Company (Applicant) filed 
application for rehearing, consideration, and modification of the Commission’s 
order issued September 26, 1955, in this proceeding issuing a license to Applicant 
for constructed major Project No. 2110, known as the Stevens Point Project. 

The application seeks to: 

1. Correct the second paragraph of our order to show 1919 rather than 1926 
as the date of acquisition of the project by Applicant. 

2. Raise the installed horsepower capacity of the project from the 5,120 
horsepower specified in finding (6) of our order to the name plate rating of 
5,700 horsepower. 

3. Change the effective date of the license from January 1, 1938, the date 
specified in paragraph (A) of our order, to March 25, 1942, the date on which 
Applicant was first advised by the Commission that it was occupying a navigable 
water of the United States and should apply for a license under the Federal 
Power Act. 

4. Modify Article 17 of Form L—5 of our order by making a specific reference 
therein to navigation “on the Wisconsin River” in order to clarify the extent 
of the requirements to which Applicant may be subject. 

5. Change the date for the determination of the net investment of the project 
from the effective date of the license, as provided in Article 22 of Form L-5 of 
our order, to the year-end date prior to the date of filing F. P. C. Form No. 6. 
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6. Modify Article 25 of Form L-—5 of our order, or, to permit, by separate 
letter, Applicant (Licensee) the right to dispose of the fee title to project lands 
where fee title is not necessary or useful in the operation of the project, so long 
as all rights in said land necessary for project purposes are retained by the 
Licensee, its successors and assigns. 

Upon consideration of the aforesaid application and the allegations in support 
thereof, the Commission finds: 

(1) Correction of the second paragraph of our order as requested in objec- 
tion 1 above should be made as hereinafter provided, and we see no objection 
to modification of Article 17 of Form L—5 of our order as requested in objec- 
tion 4 above as hereinafter provided. 

2) With respect to objection 2 above, the 5,120 horsepower specified in find- 
ing (6) of our order for the purpose of computing the administrative annual 
charge for the project is the capacity component computed from the generator 
eapacity (3,840 kv total for 6 units) upon which such charge is based. Accord- 
ingly, no useful purpose would be served by modification of the finding as 
proposed. 

(3) With respect to objection 3 above, no new facts have been alleged, and 
no new principles of law have been set forth in the application which either 
were not fully considered by the Commission before it fixed the effective date 
of the proposed license, or having now been considered, warrant rehearing, 
rescission or modification of paragraph (A) of our order. 

(4) With respect to objection 5 above, section 10 (d) of the Act requires that 
after the first twenty years of operation under license, amortization reserves 
be established out of project earnings in excess of a specified return on the net 
return investment in the project. Section 14 of the Act provides that, if the 
Federal Government or a new licensee takes over the project at the end of the 
original license period, the original licensee shall be paid the then net invest- 
ment in the project. In the definition of net investment in Section 3 (13) of 
the Act, it is provided that the amortization reserves are deductible from 
original cost to the extent that such reserves have been accumulated out of 
earnings in excess of a fair return upon the net investment during the entire 
license period, including the first twenty years. Therefore, in order to determine 
whether the licensee has earned « fair return upon the net investment during 
the entire license period, it is necessary to know the net investment as of the 
effective date of the license and as of the end of each of the calendar years 
thereafter. Accordingly, objection 5 should be denied as hereinafter provided. 

(5) With respect to objection 6 above, the Commission has permitted the 
practice under which licensees may dispose of the fee title to project lands where 
fee title is not necessary or useful in the operation of licensed projects, so long 
as all rights in said lands necessary for project purposes are retained by the 
licensee, its successor and assigns, and copy of the deed is furnished the Com- 
mission in order that the Commission’s records may reflect the conveyance with 
such reservation of project operation safeguards. Accordingly, no useful pur- 
pose would be served by modification of Article 25 as requested. 

(6) In the circumstances herein recited, it is necessary and appropriate for 
earrying out the provisions of the Federal Power Act that our order issued 
September 26, 1955, 14 F. P. C. 1000, be modified as indicated in finding (1) above 
and that the aforesaid application for rehearing be otherwise denied as herein- 
after ordered. 

The Commission orders: 

(A) The date “1926” appearing in the second paragraph of the order issued 
September 26, 1955, is changed to read “1919.” 
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(B) Article 17 of Form L-5 of the same order is modified to include after 
the word “navigation” appearing thrice therein the words “on the Wisconsin 
River.” 


(C) In all other respects the aforesaid application for rehearing is denied. 


Order modifying order issuing certificate of public convenience and necessity 
Southern Natural Gas Co. 
Docket No. G-1463 
November 29, 1955 


On October 20, 1955, Southern Natural Gas Company (Applicant) filed a 
petition to modify the order issuing a certificate of public convenience and 
necessity issued on November 21, 1950, 9 F. P. C. 1258, in the above proceeding. 

The said order issued November 21, 1950, authorized Applicant to sell and 
deliver natural gas to the North Central Gas District and the Carthage Gas 
District, both in Mississippi, for local distribution in their respective Districts, 

In its petition to modify, Applicant states that Mississippi Valley Gas Com- 
pany has entered into an agreement with the Districts to lease and operate the 
facilities of the respective Districts. Applicant, therefore, seeks to modify the 
order issued November 21, 1950, so as to authorize Applicant to sell and deliver 
gas to Mississippi Valley Gas Company for distribution within the respective 
Districts. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate to carry out 
the provisions of the Natural Gas Act to modify as herein ordered the order of 
the Commission issued November 21, 1950, issuing a certificate of public con- 
venience and necessity in this proceeding. 

The Commission orders: 

(A) The order of the Commission issued November 21, 1950, issuing a cer- 
tificate of public convenience and necessity in this proceeding be and the same 
is hereby modified authorizing the construction and operation of facilities for 
the sale and delivery of natural gas to Mississippi Valley Gas Company, in lieu 
of the North Central Gas District and the Carthage Gas District, both in 
Mississippi, for distribution within said respective Districts. 

(B) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by such certificate of public convenience and 
necessity except as heretofore and herein amended, shall remain in full force 
and effect. 


Order issuing temporary certificate of public convenience and necessity, 
permitting temporary tariff changes, and accepting service agreements 


Panhandle Eastern Pipe Line Co., G-1705, G-1937, G-2433, G-2475, G-—8665; 
Missouri Public Service Co., G-2057; City of Montgomery, Mo., G-2932; Town 
Gas Company of Illinois, G-3159; Missouri Central Natural Gas Co., G-4611; 
Village of Westville, Ill., G-4666; Village of Pleasant Hill, Ill., G-4940; City of 
Waverly, Ill., G-5139; Village of Rossville, Ill., G-5979; Central Illinois Electric 
& Gas Co., G-8428; City of Winchester, Ill., G-8431; Village of Franklin, Ill, 
G-8471; City of Hickman, Ky., G-8526; Trunkline Gas Co., G-8664; City of 
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McLeansboro, Ill., G-8676; City of Vienna, IL, G—8677; City of Clinton, Ky.; 
G-8771; City of LaCenter, Ky., G-8888; City of Bardwell, Ky., G-8989; City of 
Wickliffe, Ky., G-8962; Lake County Utility District, G—8963 


November 29, 1955 


On October 27, 1955,1 Panhandle Eastern Pipe Line Company (Panhandle) 
filed 39 service agreements reflecting increases in winter contract demands tem- 
porarily authorized by the order of the Commission issued October 5, 1955, in 
Docket No. G—1705, et al. Certain of the service agreements also provided for 
increases in summer contract demands of certain of Panhandle’s general service 
customers. 

Additionally filed on October 27, 1955, were service ezreements with East 
Ohio Gas Company (East Ohio) and Michigan Gas Storage Company (Michigan 
Gas Storage) providing for storage service to East Ohio of 6,000,000 Mcf per 
year and an increase in annual storage service to Michigan Gas Storage from 
42,605,000 Mcf to 56,000,000 Mcf. Accompanying the filing was a letter request- 
ing that if separate authorizations for the increase in deliveries to the storage 
customers were necessary, a temporary certificate in Docket No. G—2433 be 
issued granting such temporary authorization. 

On November 3, 1955, Panhandle filed Fifth Revised Sheet No. 25 and Third 
Revised Sheet No. 33 to its FPC Gas Tariff, Original Volume No. 1, proposing 
to revise Rate Schedule S—-1 (Storage Service) and the definition of a storage 
service buyer so as to make the rate schedule available to East Ohio in addition 
to Michigan Gas Storage. An effective date of December 1, 1955, is requested 
for the tariff revision to coincide with the proposed delivery date under the 
requested temporary certificate. 

By our order issued September 6, 1955, in Docket No. G-9189, we amended, 
pending hearing and final decision thereon, our order issued May 4, 1950, In 
the Matters of Panhandle Eastern Pipe Line Company, 9 FPC 721, and Opinion 
Nos. 214, 214—-A, and 274 and accompanying orders so that Panhandle’s S-1 
rate schedule could be modified to permit sales of natural gas to East Ohio 
thereunder for the limited period September 1, 1955, to November 30, 1955. 
The change in S-1 rate schedule proposed herein is in effect an extension of 
the prior change in the S—1 rate schedule with respect to East Ohio. The 
present filing will be consistent with Panhandle’s request for authorization in 
Docket No. G-9189 for storage deliveries to East Ohio under the S—1 rate 
schedule on a temporary basis, if limited to a definite period and our order will 
80 provide. 

The Commission finds: 

(1) An emergency exists and it is necessary and proper in order to assure 
maintenance of adequate service to its resale customers that Panhandle be 
granted a temporary certificate for the delivery of natural gas pursuant to its 
8-1 rate schedule as permitted to be amended herein and to the service agree- 
ments thereunder filed on October 27, 1955, and as modified on November 15, 
1955, providing for delivery to East Ohio Gas Company of an annual volume 
of 6,000,000 Mcf and to Michigan Gas Storage Company of an annual volume of 


2 Revised service agreements or substitute pages to service agreements with Central 
Illinois Light Company, Central States Natural Gas Company, Michigan Gas Storage 
Company and East Ohio Gas Company eliminating inconsistencies and deviations from 
the Commission’s rules were filed November 15, 1955, in substitution for those filed 
October 27, 1955. 
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56,000,000 Mcf if limited to a period of one year ending November 30, 1956, or 
until further order of the Commission in these matters, whichever is earlier. 

The Commission orders: 

(A) Pending final Commission decision herein and without prejudice thereto, 
but in no event to extend beyond November 30, 1956, a temporary certificate 
is hereby issued Panhandle for the operation of its facilities so as to deliver 
to East Ohio and Michigan Gas Storage volumes of natural gas pursuant to 
the S-1 Rate Schedule as provided in the service agreements filed on October 27, 
1955, as modified November 15, 1955. 

(B) Rate Schedule S-1 of Panhandle’s FPC Gas Tariff, Original Volume 
No. 1; Paragraph (N) of the Commission’s order issued May 4, 1950, 9 FPC 
721, 741, In the Matters of Panhandle Eastern Pipe Line Company, et al.; Para- 
graph (A) of the Commission’s order issued June 13, 1951, and Appendix A 
thereto, accompanying the Commission’s Opinion No. 214, 10 FPC 185, 208-209, 
as modified and amended by order issued August 23, 1951, accompanying 
Opinion No. 214—-A, 10 FPC 322, 326, as further modified and amended by the 
Commission’s order of July 28, 1954, accompanying Opinion No. 274, be further 
modified and amended to authorize Panhandle Eastern Pipe Line Company to 
sell and deliver to East Ohio, for the period from December 1, 1955 to November 
30, 1956, or until further order by the Commission in these matters, whichever 
first occurs, natural gas pursuant to Rate Schedule S-1 of Panhandle’s FPC 
Gas Tariff, Original Volume No. 1, not in excess of 6,000,000 Mcf per year and 
without prejudice to further Commission order herein. 

(C) Fifth Revised Sheet No. 25 and Third Revised Sheet No. 33 to Pan- 
handle’s FPC Gas Tariff, Original Volume No. 1, and the service agreements 
filed October 27, 1955, as modified November 15, 1955, with East Ohio and 
Michigan Gas Storage for service under Rate Schedule S—1, are permitted to 
become effective as of December 1, 1955, and shall be effective until further 
order of the Commission disposing of Panhandle’s application to serve East 
Ohio pursuant to the S-1 rate schedules or until November 30, 1956, whichever 
is earlier. Such revised tariff sheets and service agreements shall be subject 
to the rate proceedings in Docket No. G—2506 and to the refund provisions of 
the order issued January 28, 1955, and the Panhandle undertaking filed in such 
proceedings. 

(D) The 89 service agreements filed October 27, 1955, as modified November 
15, 1955, reflecting the increased winter contract demands authorized by the 
Commission’s order issued October 5, 1955, are permitted to become effective 
as of December 1, 1955, and shall be effective coextensively with the temporary 
certificate issued by said order issued October 5, 1955. Such service agreements 
shall be subject to the rate proceedings in Docket No. G—2506 and to the refund 
provisions of the order issued January 28, 1955, and the Panhandle undertaking 
filed in such proceedings. 

(E) This order is to be effective only pending the final determination in these 
proceedings and is without prejudice to such action as may be taken by the 
Commission herein, or in any other proceedings now pending or hereinafter 
instituted by or against Panhandle. 

(F) Nothing herein contained shall be construed as a permanent modifica- 
tion or revision of Rate Schedule S—1 of Panhandle’s FPC Gas Tariff, Original 
Volume No. 1. 

(G) Nothing contained in this order shall be construed as a waiver of the 
requirements of Section 7 of the Natural Gas Act; nor shall it be construed as 
constituting approval by this Commission of the service agreements or of any 
service, rate, charge, classification or any rule, regulation or practice affecting 
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such service or rate; nor shall this order be deemed as recognition of any 


claimed contractual right or obligation affecting or relating to such service or 
rate. 


Findings and order issuing certificate of public convenience and necessity and 
authorizing abandonment of service 


Hope Natural Gas Co. 
Docket Nos. G—4454 and G—9250 
November 29, 1955 


Hope Natural Gas Company (Applicant), a West Virginia corporation, with 
a principal office in Clarksburg, West Virginia, filed (a) an application on 
October 19, 1954, and a supplement thereto on December 15, 1954, for a certifi- 
cate of public convenience and necessity, authorizing the sale of natural gas 
and (b) on August 22, 1955, an application for permission to abandon service 
to Carnegie Natural Gas Company (Carnegie Natural) from a producing area 
in Monongalia County, West Virginia, as more fully represented in the applica- 
tion filed herein, and subject to the jurisdiction of the Commission. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 16 and 18, 1955, respecting the matters involved in, and the issues 
presented by the application and amendment thereto for a certificate of public 
convenience and necessity, and the application for permission to abandon service. 
No petition to intervene or protest to the granting of the application has been 
received. 

The evidence of (Docket No. G—4454) record reflects that Applicant pro- 
duces natural gas in the following named counties, and sells it in interstate 
commerce for resale to the named buyers: Logan County to South Penn Natural 
Gas Company; Roane County to United Fuel Gas Company; Barbour County 
to Cumberland and Allegheny Company; Raleigh County to Amere Gas Utili- 
ties; Monongalia County to Carnegie Natural Gas Company; Boone County 
to Pond Fork Oil and Gas Company; all in West Virginia. Further (Docket 
No. G-9250) that declining production from Applicant’s wells Nos. 9544, 9545, 
9559 in Monongalia County, West Virginia, has caused a loss, and that con- 
tinued operation of the designated wells has made operation economically 
unprofitable, and Applicant and Carnegie Natural have mutually agreed to 
terminate their contracts. The wells will be sold to the landowners for domestic 
consumption purposes. 

The Commission finds: 

(1) Applicant, Hope Natural Gas Company, a West Virginia corporation 
having its principal place of business at Clarksburg, West Virginia, is engaged 
in the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, and is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission 
in its order of April 27, 1943, in Docket No. G—290, 3 F. P. C. 994. 

(2) The sale of natural gas hereinbefore described, as more fully described 
in the application in Docket No. G-4454, is made in interstate commerce, sub- 
ject to the jurisdiction of the Commission, and such sale by Applicant, together 
with the operation of any facilities subject to the jurisdiction of the Commission 
necessary therefor, is subject to the requirements of subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 
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(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed. and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The sale of natural gas by Applicant, together with the operation of any 
facilities subject to the jurisdiction of the Commission necessary therefor, is 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) The sale of natural gas to Carnegie Natural, a service now proposed to 
be abandoned, in Docket No. G-—9250, consists of the sale of natural gas in 
interstate commerce for resale for ultimate public consumption subject to 
the jurisdiction of the Commission. 

(6) Public convenience and necessity permit the abandonment of service 
to Carnegie natural as proposed by the Applicant in Docket No. G—9250. 

(7) A request during the public hearing by Staff Counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission's 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing, upon the terms and conditions of this order the sale 
by Applicant of natural gas in interstate commerce for resale, together with 
the continued operation of any facilities, subject to the jurisdiction of the 
Commission, used for the sale of natural gas in interstate commerce, as herein- 
before described, and as more fully described in the application and exhibits 
in this proceedings. 

(B) The certificate shall be accepted in writing and under oath by Applicant 
within 30 days from the issuance of this order. 

(C) The certificate is not transferable and shall be effective only so long 
as Applicant continues the acts or operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, and the applicable rules, regulations 
and orders of the Commission. 

(D) Applicant be and it is hereby authorized to abandon the service being 
rendered to Carnegie Natural Gas Company under Applicant’s Rate Schedule 
IP-3 of its FPC Gas Tariff, First Revised Volume No. 2, covering the sale of 
gas to Carnegie under contract No. 146 dated October 22, 1951. 

(E) The notice of termination of the service being rendered by Applicant 
to Carnegie Natural set forth in (D) above be accepted for filing to be effective 
upon the date of the issuance of this order. 

(F) Applicant shall report to the Commission in writing under oath the effec- 
tive date of the abandonment of service authorized in (D) above. 

(G) The grant of the certificate herein shall not be construed as a waiver 
of the requirements of Section 4 of the Natural Gas Act, or of Section 154 of 
the Commission’s Rules and Regulations thereunder requiring the filing of rate 
schedules for the service herein authorized, and is without prejudice to any 
findings or orders which have been or may hereafter be made by the Commission 
in any proceeding now pending or hereafter instituted by or against the 
Applicant. Further, our action in this proceeding shall not foreclose or 
prejudice any future proceedings or objection relating to the operation of any 
price or related provision in the gas purchase contract herein involved. 
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Findings and order issuing certificates of public convenience and necessity 


United Gas Pipe Line Co,, Transcontinental Gas Pipe Line Corp. 
Docket Nos. G—9116, G-9117 
November 29, 1955 


United Gas Pipe Line Company (United) and Transcontinental Gas Pipe Line 
Corporation (Transco), both Delaware corporations with their principal places 
of business at Shreveport, Louisiana, and Houston, Texas, respectively, filed 
complementary applications on July 8, 1955, for certificates of public convenience 
and necessity authorizing them to construct and operate interconnecting facili- 
ties to provide for an exchange of natural gas on an interruptible basis between 
their existing main pipeline facilities during emergencies, subject to the juris- 
diction of the Commission, all as more fully represented in their respective 
applications, which are on file with the Commission and open for public 
inspection. 

Transco proposes to construct and operate 40 feet of 16-inch connecting pipe- 
line at a point where Transco’s 30-inch pipeline and United’s 24-inch Baxter- 
ville lateral cross in Walthall County, Mississippi. 

The total cost of Transco’s proposed facilities will be $5,800 which will be 
financed from its cash on hand. 

United proposes to construct and operate the necessary tap and metering 
facilities to connect its system with Transco’s pipeline at the aforenamed point 
in Walthall County, Mississippi. 

The total cost of United’s proposed facilities will be $14,102, which will be 
financed from its cash on hand. 

United’s proposed Rate Schedule X-6 and Transco’s proposed Rate Schedule 
X-14 comprise a contract, dated June 1, 1955, covering the proposed emergency 
exchange of gas. It provides that the amount of gas exchanged will be such 
quantity as may be agreed upon at the time of emergency and specifies that 
the exchange of gas shall not result in curtailment of deliveries to the regular 
markets of the party supplying the gas. 

The contract also provides for a return in kind within 90 days by the party 
receiving the gas. 

Operating and maintenance costs of the metering facilities will be equally 
divided between the Applicants. 

No additional markets beyond those previously certificated by the Commis- 
sion are to be served by either Applicant. No additional gas supply is involved 
herein. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 18, 1955, respecting the matters involved in and the issues presented 
by the applications. No petition to intervene or protest to the granting of the 
applications has been received. Staff Counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render 
a decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 

The Commission finds: 

(1) Applicant, United Gas Pipe Line Company, a Delaware corporation with 
its principal place of business at Shreveport, Louisiana, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of November 10, 1942, in Docket No. G—232, 3 F. P. C. 
863. 





1122 FEDERAL POWER. COMMISSION 


(2) Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware 
corporation with its principal place of business at Houston, Texas, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order of January 26, 1951, in Docket No. 
G-—1414, 10 F. P. C. 530. 

(3) United and Transco are able and willing properly to do the acts and to 
perform the service proposed by them, and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(4) The emergency exchange of natural gas as hereinbefore described and 
the facilities proposed to be constructed and operated therefor by United and 
Transco are subject to the requirements of subsections (c) and (e) of Section 
7 of the Natural Gas Act and are required by the public convenience and 
necessity, and certificates therefor should be issued as hereinafter ordered and 
conditioned. 

(5) The facilities to be constructed and operated by United and Transco, as 
heretofore described, are proposed to be used for the transportation and sale of 
natural gas for resale in interstate commerce, subject to the jurisdiction of the 
Commission, as integral parts of their pipeline systems. The construction and 
operation of the facilities by United and Transco are subject to subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure 
(18 CFR 157.20) should attach to the certificates hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which such 
construction of the facilities authorized by this order shall be completed and 
in actual operation should be fixed at three months from the date on which 
this order issues. 

(7) A request during the public hearing by Staff Counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 

The Commission orders: 

(A) Certificates of public convenience and necessity are hereby issued, 
upon the terms and conditions of this order, authorizing the emergency ex- 
change of natural gas between United and Transco, together with the con- 
struction and operation of the proposed facilities, subject to the jurisdiction of 
the Commission, to be used in the exchange of natural gas, as hereinbefore 
described. 

(B) The certificates shall be accepted in writing and under oath by a 
responsible official of United and Transco, and the general terms and conditions 
set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure shall attach 
to the issuance of the certificates granted in paragraph (A) hereof, and the 
exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure, is hereby 
fixed at three months from the date on which this order issues. 





ORDERS 
Declaration of exemption 
Natural Gas Company of Western Carolina 
Docket No. G-9218 
November 29, 1955 


Natural Gas Company of Western Carolina (Applicant) filed an application 
on August 10, 1955, as supplemented on October 4, 1955, for exemption from 
the provisions of the Natural Gas Act pursuant to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is a South Carolina corporation, engaged in the transporta- 
tion, distribution and sale of natural gas in the State of South Carolina; 

(2) Applicant purchases interstate natural gas from Transcontinental Gas 
Pipe Line Corporation at points within the State of South Carolina ; 

(3) All natural gas received by Applicant is ultimately consumed within 
the State of South Carolina, and all of its facilities are located within said 
State; and 

(4) The Public Service Commission of the State of South Carolina has certi- 
fied to the Federal Power Commission that it has and is exercising regulatory 
jurisdiction over the rates, service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Natural Gas Company of Western Carolina is exempt from the provisions 
of the Natural Gas Act, and the orders, rules and regulations of this Commission 
issued pursuant thereto. 


Order approving transfer of license (minor) 
P. E. Harris and Company and The Organized Village of Kake, Alaska 
Project No. 731 
November 30, 1955 


Application was filed on May 23, 1950, and amended on October 24, 1955, 
for approval of transfer of the license for minor Project No. 731 from P. E. 
Harris and Company to The Organized Village of Kake, Alaska. The project 
is located upon lands of the United States within the Tongass National Forest. 

The Commission finds: 

(1) The proposed transferee is a corporation authorized under the Acts of 
Congress of June 18, 1934 (48 Stat. 984) and May 1, 1936 (49 Stat. 1250), and 
has submitted satisfactory evidence of compliance with the requirements of 
all applicable territorial laws insofar as necessary for the operation of the 
project. 

(2) Approval of the transfer of the license as hereinafter provided will not 
be inconsistent with the public interest. 

The Commission orders: 

(A) The transfer of the license for minor Project No. 731 to the above-named 
transferee is approved, effective as of the date of conveyance of the project 
properties under license, subject to the provisions of Section 9.3 of the Com- 
mission’s regulations under the Federal Power Act. 

(B) This order shall become final 30 days from the date of issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
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Act, and failure to file such an application shall constitute acceptance of the 
license for Project No. 731 by The Organized Village of Kake, Alaska. In 
acknowledgment of the acceptance of the license, this instrument shall be 
signed by the new licensee and returned to the Commission within 60 days 
from the date of issuance of this order. 


Order authorizing issuance of preferred stock 
Montana-Dakota Utilities Co. 
Docket No. E-6649 
November 30, 1955 


Montana-Dakota Utilities Co. (Applicant), incorporated in Delaware, doing 
business in Montana, North Dakota, South Dakota, Wyoming, and Minnesota, 
with its principal place of business in Minneapolis, Minnesota, filed an applica- 
tion on October 19, 1955, with amendments thereto on October 28, November 2, 
November 7, and November 28, 1955, pursuant to Section 204 of the Federal 
Power Act, requesting authorization for the issuance of 50,000 shares of Pre- 
ferred Stock, par value $100 per share, and exemption from the competitive 
bidding requirements of Section 34.la of the Commission’s General Rules and 
Regulations. 

The Applicant’s proposed Preferred Stock will have equal rank with its 
outstanding 4.50% Preferred Stock; dividends will be cumulative from the 
date of issue; and the new stock will be subject to redemption at a price which 
decreases from $105 per share for the period before January 1, 1961, to $102 
per share after January 1, 1971. 

Acting in accordance with permission granted in a letter from this Commis- 
sion dated October 11, 1955, in Docket No. IN-886, Applicant entered into 
separate negotiations with six groups of investment bankers. As a result of 
the negotiations, Applicant stated that on November 4, 1955, it received a tenta- 
tive offer from a group headed by Blyth & Co., Inc., and Merrill Lynch, Pierce, 
Fenner & Beane to undertake the marketing of the issue at a price to the public 
to yield from 4.50% to 4.60%, depending on market conditions at the time of 
signing the contract with an underwriting commission of $1.65 per share. This 
was the best tentative offer at that date with respect to underwriting fees and 
possible range in cost of money to the Applicant resulting from the negotiations. 

On November 28, 1955, Applicant by telegram amended its application stating 
that the Blyth, Merrill Lynch group had advised that because of a less favorable 
condition in the market for Applicant’s Preferred Stock since November 4, 
1955, it was offering to underwrite the stock at par with a dividend rate at 
4.70% as the best possible offering price obtainable at this time, while the 
underwriting commission of $1.65 would remain unchanged. Applicant has 
requested approval of the issuance of its Preferred Stock on this basis. 

In support of its requested exemption from competitive bidding requirements, 
Applicant states that it believes it has exhausted the possibilities of negotiation 
for the disposal of the new Preferred Stock. Furthermore, because of the 
limited interest in competitive offerings of its previous issues of bonds, narrow 
trading in its outstanding Preferred Stock, and the fact that the new issue will 
represent a 50% increase in the Company’s outstanding Preferred Stock, 
Applicant is of the opinion that the proposal of the Blyth, Merrill Lynch group 
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is more advantageous than could be expected as a result of submitting the 
proposed issue to competitive bidding. 

Applicant states that the net proceeds of about $5,000,000 from the new 
Preferred Stock will be applied towards payment for the Applicant’s 1955 
construction program or toward payment of short-term notes? issued to provide 
temporary financing for the construction program. The 1955 construction pro- 
gram is estimated to involve gross expenditures of approximately $13,000,000, 
including $9,000,000 of natural gas facilities, $3,575,000 of electric facilities 
and $425,000 of common utility property. 

Written notice of the application has been given to the Public Service Com- 
mission of North Dakota, the Public Service Commission of Wyoming, the 
Public Utilities Commission of South Dakota, the Board of Railroad Commis- 
sioners of Montana, the Railroad and Warehouse Commission of Minnesota 
and to the Governor of each of those States. Notice of the application was 
also published in the Federal Register on November 10, 1955 (20 F. R. 8431), 
stating that any person desiring to be heard or to make any protest with 
reference to the application should file a petition or protest on or before No- 
vember 25, 1955, with the Federal Power Commission, Washington 25, D. C. 
No protest or petition or request to be heard in opposition to the granting of 
such application has been received. 

By order dated November 15, 1955, the proposed issuance of Preferred Stock 
was approved by the Public Service Commission of North Dakota. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore determined and set out in the Commission’s order issued September 
1, 1955, In the Matter of Montana-Dakota Utilities Co., Docket No. E-6636, 14 
F. P. C. 945. 

(2) The proposed issuance of Preferred Stock will constitute issuance of 
securities within the provisions of Section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the 
meaning of Section 204 (f) of the Federal Power Act, and the proposed issuance 
of securities is, therefore, not exempt by virtue of that Section from the re- 
quirements of Section 204 of the Act. 

(4) The price per share of Preferred Stock to be received by the Applicant, 
the dividend rate to be paid and the fees to be paid to the underwriters, all 
as referred to above, do not appear to be unreasonable. 

(5) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders or through the ownership of securities or otherwise, between the 
Applicant and Blyth & Co., Inc., and Merrill Lynch, Pierce, Fenner and Beane 
with whom Applicant has been negotiating for purchase of the proposed issuance 
of preferred stock. 

(6) Under the circumstances of the case, sufficient cause has been shown 
for exempting the proposed issuance of Preferred Stock from the competitive 
bidding requirements of Section 34.la (b) and (c) of the Commission’s Rules. 

(7) The proposed issuance of Preferred Stock as hereinafter authorized will 
be for a lawful object, within the corporate purposes of Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance of service by Applicant as a public utility and which 


2The Commission, in an order issued on September 1, 1955, Docket No. B-6636, 
authorized the Applicant to issue $6,500,000 short-term notes. 
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will not impair its ability to perform that service, and is reasonably appro- 
priate for such purposes. 

(8) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance of Preferred Stock, upon the terms and conditions 
and for the purposes specified in the application, be and the same hereby is 
authorized and approved, subject to the provisions of this order. 

(B) The proposed issuance and sale of 50,000 shares of Preferred Stock, 
as described above, hereby are exempted from the competitive bidding require- 
ments of Section 34.1a (b) and (c) of the Commission’s Rules. 

(C) This authorization to issue Preferred Stock for the purposes specified 
in the application shall expire unless the transactions hereby authorized are 
consummated within sixty days after the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of costs, or any matter what- 
soever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiscence by this Com- 
mission in any estimate or determination of cost or any valuation of property, 
claimed or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates. 


Findings and order issuing certificate of public convenience and necessity 
Atlantic Seaboard Corp. and United Fuel Gas Co. 
Docket No. G—9083 
November 30, 1955 


Atlantic Seaboard Corporation (Atlantic Seaboard) filed an application 
jointly with United Fuel Gas Company (United Fuel) on June 28, 1955, for 
authority to acquire from the latter company certain natural gas storage and 
transmission facilities. In the joint application, United Fuel requested per- 
mission and approval to abandon the facilities through sale to Atlantic Sea- 
board. The facilities which Atlantic Seaboard seeks authority to acquire and 
operate are United Fuel’s Storage Pool X-—56 and the related transmission line 
X-56—M-1 in Upshur County, West Virginia. 

Storage Pool X-—56 is located near Atlantic Seaboard’s 26-inch Cobb-Baltimore 
transmission line near its Cleveland compressor station in Upshur County, West 
Virginia. It is estimated for the coming winter that peak-day withdrawals 
from the storage pool will be 25,000 Mcf. Line X-56—-M-1 connecting the storage 
pool with Atlantic Seaboard’s Cobb-Baltimore line at the Cleveland compressor 
station consists of 5.5 miles of 10%-inch pipeline. 

The facilities will be acquired at a depreciated original cost of $1,073,547 
adjusted from April 30, 1955. Atlantic Seaboard will finance the acquisition 
through issuance of notes and common stock to its parent, Columbia Gas 
System, Inc. 

The certificate application was filed pursuant to paragraph (B) of the Com- 
mission’s order'issued April 29, 1955, In the Matter of Atlantic Seaboard Cor- 
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poration, Docket No. G—6500, which required that Atlantic Seaboard file an 
application either for authority to acquire the facilities or for authority to 
transport gas for the account of United Fuel from Cobb Station to Cleveland 
Station. United Fuel received certificate authority to construct and operate 
Line X-56—M-1 and Storage Pool X-56 by order of the Commission issued 
May 1, 1953, in Docket No. G-1952. The proposed transaction will not result 
in any abandonment of any service. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
November 15, 1955, respecting the matters involved in and the issues presented 
by the application. No protest to the granting of the application has been 
received. Staff Counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and that the Commission render a decision herein 


pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 

(1) Atlantic Seaboard, a Delaware corporation having its principal place 
of business at Charleston, West Virginia, owns and operates a natural-gas 
transmission pipeline system and by such operation is engaged in the transpor- 
tation and sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, and is, 
therefore, a “natural-gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission in its order of March 16, 1943 in 
Docket No. G—284, 3 F. P. C. 941. 

(2) The proposed acquisition and operation of the facilities involved herein 
by Atlantic Seaboard is required by the public convenience and necessity and 
a certificate therefor should be issued as hereinafter ordered and conditioned. 

(3) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Atlantic Seaboard’s pipe- 
line system, and the acquisition and operation thereof by Atlantic Seaboard 
are subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(4) Atlantic Seaboard is able and willing properly to do the acts and to 
perform the service proposed and to conform to the provisions of the Natural 
Gas Act and the requirements, rules and regulations of the Commission there- 
under. 

(5) United Fuel Gas Company, a Delaware corporation having its principal 
place of business at Charleston, West Virginia, owns and operates a natural-gas 
transmission pipeline system and by such operation is engaged in the trans- 
portation and sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, and is, 
therefore, a “natural-gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission in its order of March 1, 1944, in 
Docket No. G-—341, 4 F. P. C. 534. 

(6) Authorization of the joint proposal of Atlantic Seaboard and United 
Fuel will result in no abandonment from the jurisdiction of the Commission of 
any facilities or service rendered by means thereof. 

(7) A request during the public hearing by Staff Counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 
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The Commission orders: 

(A) A certficate of public convenience and necessity is hereby issued, upon 
the terms and conditions of this order, authorizing Atlantic Seaboard to acquire 
and operate facilities of United Fuel, as hereinbefore described, subject to the 
jurisdiction of the Commission. 

(B) The certificate authorized by paragraph (A) herein shall be accepted 
in writing and under oath by a responsible official of Atlantic Seaboard, and 
the general terms and conditions set forth in paragraphs (1), (2), (4) (ii), 
(4) (iii), and (5) of Section 157.20 of the Commission’s General Rules and 
Regulations shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. The time 
within which the acquisition of the facilities authorized in paragraph (A) 
shall be consummated is fixed at three months from the date on which this 
order issues. 

Commissioner Digby not participating. 


Order terminating proceeding* 


Consideration of Principles and Methods to be Applied in the Fixing of Rates 
to be Charged by Independent Producers for Natural Gas Sold in Interstate 
Commerce for Resale 


Docket No. R-142 
December 1, 1955 


The Commission has under consideration in this proceeding principles and 
methods to be applied in the fixing of just and reasonable rates to be charged 
by independent producers of natural gas sold in interstate commerce for resale, 
or transportation in interstate commerce. 

General public notice of the proposed rule-making in the above-entitled 
matter was given by publication of notice dated November 17, 1954 in the 
Federal Register (19 F. R. 7696) and by mailing of notice to natural-gas 
pipeline companies, State regulatory commissions, independent producers, 
Federal agencies and others who it was considered would have an interest in 
the matter. In such notices the Commission invited suggestions as to the princi- 
ples and methods to be applied by it in its regulation of the rates to be charged 
by independent producers who are natural-gas companies under the Act for their 
transportation or sale of natural gas subject to the jurisdiction of the Com- 
mission. 

In response to such notice, as supplemented by a further notice dated 
December 2, 1954 (19 F. R. 8107) of an extension of time for submittals and 
oral argument, several dozen written suggestions, comments, and briefs were 
filed by interested parties including producers, pipeline companies, distribution 
companies, State commissions, industry organizations, land and royalty owners’ 
associations and others, respecting the matters involved in this docket. In 
addition, we heard oral argument on January 11, 12, and 138, 1955, by many 
of those who had submitted briefs and by the Commission Staff. 

However, the information gained in this proceeding convinces us that, on 
the basis of the record herein, we should not lay down any rules as to what 


* Notice issued November 17, 1954, published in 13 F.P.C. —. 





ORDERS 1129 


would be necessary or appropriate for consideration in determining the just and 


reasonable rates of any independent producer subject to our jurisdiction under 
the Natural Gas Act. 


Accordingly, after full consideration of the suggestions, comments, and 
recommendations submitted, it appears to the Commission that adoption of 
any standards, principles, or methods respecting the matters and issues in- 
volved herein is not appropriate or necessary in carrying out the provisions 
of the Natural Gas Act. We so find. 

The Commission further finds: 

On the basis of the record herein, the proceeding in this docket should be 
terminated. 

The Commission orders: 

The proceeding in this docket respecting consideration of principles and 
methods to be established as a basis for determining just and reasonable rates 


which may be charged by indepedent producers for natural gas sold in inter- 
state commerce for resale is terminated. 


Findings and order of the Commission 
Central Vermont Public Service Corp. 
Docket No. E-6619 


December 2, 1955 


On April 18, 1955, Central Vermont Public Service Corporation, of Rutland, 


Vermont (hereinafter referred to as “Declarant”), filed a declaration of 
intention under the provisions of Section 23 (b) of the Federal Power Act 
(16 U. 8S. C. 817) to construct a hydroelectric power development on the 
Lamoille River at the East Georgia site about 15.5 miles upstream from its 
mouth. 

The project, as proposed by Declarant, would consist of: a concrete gravity 
dam with a maximum height of 80 feet above its foundation and 700 feet in 
length including earth abutments and a spillway section 300 feet in length; 
a reservoir having total storage at maximum pool elevation (342 feet above 
mean sea level) of 8,200 acre-feet and usable storage of 3,200 acre-feet at a 
10-foot drawdown with normal operating head of 50 feet; a remotely controlled 
powerhouse containing one generator with an initial and ultimate installed 
capacity of 5,000 kilowatts connected to a turbine having a capacity of 7,100 
horsepower at a 48-foot net head ; and a transmission line 2 miles long connected 
to the existing 33-kilovolt system of the Declarant. Declarant estimates that 
the proposed plant will generate 26,000,000 kilowatt-hours per year which will 
be completely utilized in its system. 

Public notice of the filing of the declaration of intention has been given and 
the Governor, the Water Conservation Board, the Public Service Commission 
and the Fish and Game Commission—-all of the State of Vermont—were notified 
of the filing of the declaration. 

The Lamoille River has its source in a group of lakes and ponds situated in 
the southwestern part of Orleans County and the western part of Caledonia 
County, Vermont. It flows in a westerly direction for a distance of about 84 
miles to Lake Champlain which it enters about 10 miles north of Burlington, 

468917—59——_-74 
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Vermont. The river has a descent of approximately 1,200 feet. Its drainage 
area of 706 square miles comprises 7.3 percent of the State of Vermont. 

Milton township, chartered in 1763, embraced settlements along the Lamoille 
River known as West Milton at mile 6, Checkerberry Village and Milton Falls 
at mile 9. The first sawmill, built in 1789 on the Lamoille River northwest of 
Checkerberry Village, was followed by many others, for the settlers commenced 
cutting the pine timber abounding in the area into 3-inch planks and the lumber 
along with potash was floated or rafted through the waters of Lake Champlain 
and the rivers Sorel and St. Lawrence to markets in Montreal and Quebec. 
In exchange, fish, salt, iron, tobacco, and other products were shipped in from 
Canada. This foreign commerce continued until 1823 when the Champlain Canal 
was completed. With completion of the canal most of the commerce with 
Canadian markets was diverted to markets in New York State to which the 
trade in lumber shifted and so too did the manner of shipping lumber change 
for the schooner and canal boat were substituted for the raft. 

Soon the timber in the vicinity of Milton township was stripped from the area, 
and during the 1870’s logs were driven down the Lamoille River, in the Spring, 
from its upper reaches, at least as far upstream as Johnson at mile 46, through 
Cambridge at mile 31 and Fairfax Mills at mile 21 past the proposed East 
Georgia project site to sawmills in Milton where they were cut into lumber. 

Available witnesses and other evidence confirm the fact that considerable 
shipping took place at West Milton as late as about 1880 involving the bringing 
in by ship of coal and merchandise and the reloading of those ships with pulp- 
wood for paper mills in New York State. 

When constructed, the proposed East Georgia dam will create a reservoir 
that will back water up to the tailwater of the Declarant’s existing Fairfax 
Station hydroelectric project at mile 21, which develops a head of 80 feet. Low 
flows at the East Georgia site are regulated by the Fairfax Station plant. 
Downstream from the proposed project, the Declarant operates three other 
power developments, the largest of which is the Milton plant at mile 9 with an 
installation of 6,000 kilowatts consisting of two units developing 97 feet of head. 
This plant is manually operated. Its control panels provide for the remote con- 
trol of Declarant’s contiguous upstream 3,000-kilowatt Clark Falls plant at 
mile 9.5 and the farthest downstream 5,000-kilowatt Peterson plant at mile 6.0. 
The developed heads of the remotely controlled units are 41 and 52 feet, respec- 
tively. The pond at the Peterson plant comprises 103 acres in area with a 
maximum drawdown at 12 feet providing enough water to maintain operations 
at full load for an 8-hour period. 

The existing usable storage capacity at the reservoir (Arrowhead Mountain 
Lake) created by the Clark Falls dam is 7,000 acre-feet. The proposed East 
Georgia development will add to the Declarant’s system about 1,650 acre-feet 
of storage within a 4-foot drawdown and 3,200 acre-feet of storage capacity 
within a drawdown limited to 10 feet. 

During the period of the staff’s investigation of the Lamoille River pursuant 
to the filing of the Declarant’s declaration of intention, it was observed that the 
stage of the Lamoille River at West Milton needed to be at least 6 inches above 
the level of Lake Champlain in order for 1,000 cubic feet per second of water 
to flow beneath the West Milton Bridge and that stages below mile 6 during 
the period of observation were controlled from the control panel at Milton 
powerhouse at mile 9. While rainfall caused higher river flow, an examination 
of recordograph charts made from a gage on the Lamoille River at mile 5.37 
showed the fluctuations caused by the Declarant’s existing power plant opera- 
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tions during the time of increased changes in river stage. This gage recorded 
fluctuations of as much as .8 of a foot within one hour and the fluctuations 
occurred at regular intervals each day. 

A number of staff gages were installed in the Lamoille River between miles 
4 and 6 and read at various times while river soundings were being made. 
These readings showed a persistence in effect due to the Declarant’s power 
plant operations throughout the period of study. A frequency count of the 
Lake Champlain water levels made from the U. S. G. S. records for the water- 
year ending September 30, 1952, showed that the Lake was below elevation 
95.74 feet as many days as above that elevation. 

Upon the basis of the staff’s study, it is clear that the changing depths of 
water in the river channel at West Milton are due primarily to the operation 
of the Declarant’s upstream hydroelectric plants. 

According to the declaration of intention, the proposed East Georgia plant 
will be completely shut down on Saturday and Sunday with an equal use of 
pondage on the remaining 5 days of the week. Declarant states that during 
such low-flow condition the plant will be used for peaking purposes, utilizing 
pondage available, and coordinating the operation of the East Georgia plant 
with other plants. In an extremely low-flow year, the Declarant proposes to 
drawdown the East Georgia plant pond 10 feet over a six-week period. 

Inasmuch as the proposed East Georgia project will add 3,200 acre-feet of 
storage capacity on the Lamoille River, it will provide additional regulation in 
that the period of complete shutdown on Saturday and Sunday may be pro- 
longed and, similarly, the additional storage capacity will afford the Declarant 
the opportunity to prolong peaking operations during low-flow periods, resulting 
in higher flows for more hours on days of heavy power demand. The result of 
such operation on the navigable capacity of the lower 6-mile reach of the river 
would be to aggravate the effects presently caused by the Declarant’s existing 
power plants. 

The Commission finds: 

(1) Construction and operation of the proposed East Georgia project would 
not affect any public lands or reservations of the United States. 

(2) During a period of approximately 100 years the Lamoille River was used 
for the floating and rafting of logs and during the latter part of that period 
logs and rafts were floated from points upstream from the proposed project and 
Declarant’s existing hydroelectric developments to points downstream therefrom 
and was used by boats from its mouth up to within at least 10 miles of the 
proposed project. 

(3) The operation of the proposed project would and the operation of the 
Declarant’s four existing hydroelectric developments presently affect the down- 
stream navigable capacity of the Lamoille River. 

(4) The Lamoille River is a navigable waterway of the United States from 
its mouth up to at least mile 46. 


(5) The interests of interstate or foreign commerce would be affected by the 
construction and operation of the Declarant’s proposed project. 

The Commission orders: 

As provided in Section 23 (b) of the Federal Power Act, Central Vermont 
Public Service Corporation, of Rutland, Vermont, before commencing construc- 
tion of its proposed East Georgia hydroelectric project, shall apply for and shall 
have received a license therefor under the provisions of the Federal Power Act. 
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Order approving exhibit 
Wisconsin Michigan Power Co. 
Project No. 1759 
December 2, 1955 


Wisconsin Michigan Power Company, licensee for major Project No. 1759, 
filed with the Commission on September 14, 1955, an Exhibit L drawing to 
supplement a drawing which is now part of the license. 

Licensee by letter received December 20, 1954, requested permission to pro- 
ceed with modification of the spillway apron to prevent erosion and undercutting 
of the supporting rock prior to Commission approval of the aforementioned 
Exhibit L drawing. The spillway apron was constructed shortly after the 
project was placed in operation. 

By letter dated January 13, 1955, the Commission advised the licensee that 
it had no objection to the proposed modification of the spillway apron prior to 
the submission of an Exhibit L drawing showing the modification. 

The exhibit, which supplements Exhibit L (FPC No. 1759-28), now part of 
the license, is designated and described as follows: 

Echibit L: (FPC No. 1759-52) entitled “Peavey Falls Plant—Michigamme 
River, Revisions To Wearing Apron Spillway Channel.” 

The Commission finds: 

The exhibit above-described conforms to the Commission’s rules and regula- 
tions and should be approved as part of the license for major Project No. 1759. 

The Commission orders: 

(A) The exhibit described above is approved as part of the license for major 
Project No. 1759. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Findings and order issuing certificates of public convenience and necessity* 
Cities Service Gas Company, et al. 
Docket No. G—9238, et al. 
December 5, 1955 


D. L. Johnson, Ira L. McColister, and George Rahal, a partnership, and 
Leonard Blood, an individual, independent producers of natural gas with a 
principal office in Cushing, Oklahoma, filed an application in Docket No. G-8762 
on April 13, 1955, for a certificate of public convenience and necessity author- 
izing the sale of natural gas as hereinafter described, subject to the jurisdic- 
tion of the Commission, and Cities Service Gas Company with its principal place 
of business in Oklahoma City, Oklahoma, filed, in Docket No. G—9238 on 
August 17, 1955, an application for a certificate of public convenience and 
necessity, pursuant to Section 7 (c) of the Natural Gas Act, authorizing the 


* Omitted portions of this order relate to the issuance of independent producer cer- 
tificates. 
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construction and operation of facilities hereinafter described subject to the 
jurisdiction of the Commission, all as more fully represented in the applications. 

D. L. Johnson, et al., in Docket No. G—8762 proposes to produce natural gas 
from the North Schlegel Pool, Payne County, Oklahoma, which will be sold in 
interstate commerce to Cities Service Gas Company for resale. Cities Service 
(Docket No. G-9238) proposes to construct and operate a standard meter setting 
and appurtenances thereto for the purpose of connecting its system with 
facilities of D. L. Johnson, et al., and taking of natural gas therefrom produced 
in the North Schlegel Pool of Payne County, Oklahoma. The facilities referred 
to were constructed and placed in operation about April 12, 1955. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 17 and 23, 1955, respecting the matters involved in and the issues 
presented by the applications. No petition to intervene or protest to the granting 
of the applications has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 

The Commission finds: 

* f = * 7 ~ * 

(2) Cities Service Gas Company, a Delaware corporation, having its prin- 
cipal place of business in Oklahoma City, Oklahoma, owns and operates among 
other facilities, a natural-gas transmission pipeline system located in the States 
of Oklahoma, Texas, Kansas, Missouri, and Nebraska, and by such operations 
Applicant is engaged in the transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its order 
entered on December 28, 1943, Docket No. G-—298, 4 FPC 471. 


7: * * * ” o . 

(4) The facilities hereinbefore described by Cities Service in Docket No. 
G-—9238 are proposed to be used for the transportation of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission, as an integral 
part of Applicant’s existing pipeline system, and the construction and operation 
thereof by Applicant are subject to the requirements of subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(5) Applicants are able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 


and the requirements, rules, and regulations of the Commission thereunder. 
* 7 = + = = . 


(7) The proposed construction and operation of facilities in Docket No. 
G-9238 by Cities Service are required by the public convenience and necessity, 
and a certificate therefor should be issued as hereinafter ordered and condi- 
tioned. 

(8) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 

The Commission orders: 

* > * & * 2 * 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Cities Service in Docket No. G—9238 to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
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application in this proceeding, and exhibits appended thereto, for the transporta- 
tion of natural gas as therein set forth, subject to the jurisdiction of the Com- 
mission, upon the terms and conditions of this order. 

(C) Applicants shall report to the Commission in writing and under oath, 
the completion of the construction of the facilities hereinbefore described 
together with the date of commencement of operations. 

(D) These certificates are not transferable and shall be effective only so long 
as Applicants continue the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations or orders 
heretofore or hereafter issued by the Commission. 

(E) The certificates shall be accepted in writing and under oath by Applicants 


within 30 days from the issuance of this order. 
e * + * 8 


Supplemental order authorizing issuance of promissory notes 
Gulf States Utilities Co. 
Docket No. E-6623 
December 7, 1955 


Gulf States Utilities Company (Applicant), incorporated under the laws of 
the State of Texas, qualified to do business as a foreign corporation in the State 
of Louisiana, with its principal place of business in Beaumont, Texas, by appli- 
cation filed November 9, 1955, as amended November 21, 22, and 28, 1955, re- 
quested authorization, pursuant to Section 204 of the Federal Power Act, for 
the issuance, at various times on or before November 30, 1956, of unsecured 
promissory notes! in varying principal amounts, the aggregate amount of which 
outstanding at any one time will not exceed $5,000,000, which notes would be 
in addition to the $13,000,000, principal amount, of unsecured promissory notes, 
the issuance of which was heretofore authorized by order of the Commission 
issued June 3, 1955, 14 F. P. C. 782, in the above-entitled matter. 

The proposed new notes will be issued to evidence loans to be secured from 
the Irving Trust Company, New York, New York, and The Chase Manhattan 
Bank, New York, New York, under individual credit agreements, dated Novem- 
ber 4, 1955, between Applicant and the two banks. Taken together the two 
agreements provide Applicant with an aggregate revolving credit of $5,000,000 
until November 30, 1956. Each of the new notes will mature not later than 
eleven months from the date of issue and will bear interest at the prime rate 
in effect at the time of the borrowing. Any repayment of loans made under 
those agreements will, to the extent of the repayment, restore the credit avail- 
able to the Applicant. The Applicant will not pay any commitment fee to either 
of the lending banks and will not pay any underwriter’s or finder’s fees in 
connection with the proposed issuance of new notes. 

The proceeds to be obtained from the proposed issuance of new notes will be 
available for general corporate purposes and to carry forward Applicant’s cur- 
rent construction program which is estimated to require $23,000,000. A portion 


1 Sometimes hereinafter referred to as the new notes. 

2 The Irving Trust Company and The Chase Manhattan Bank, by similar agreements 
dated May 2, 1955, made available a revolving credit of $7,000,000 principal amount, 
under which Applicant may execute certain of the promissory notes authorized by the 
aforementioned Commission order issued June 3, 1955. 
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of the funds needed for construction expenditures up to the present time have 
been secured by the Applicant through the issuance of unsecured promissory 
notes. The application shows that Applicant presently has a total of $12,000,000, 
principal amount, of unsecured promissory notes outstanding. 

Applicant anticipates that funds from the sale of certain of its water and 
electric properties will be available, among other things, to discharge a portion 
of its outstanding unsecured promissory notes. Applicant expects to undertake 
permanent financing arrangements during the latter part of 1956, thus post- 
poning the permanent financing Applicant previously anticipated would be under- 
taken during July 1955, as set forth in the aforementioned Commission order. 

Written notice of the application has been given to the Railroad Commission 
of Texas and the Public Service Commission of Louisiana and to the Governor 
of each of those States. Notice has also been given by publication in the Federal 
Register on November 23, 1955 (20 FR 8647), stating that any person desiring 
to be heard or to make any protest with reference to the application should file 
a petition or protest on or before November 28, 1955. No protest, petition or 


request to be heard in opposition to the granting of the application has been 
received. 


The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act, subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order issued October 9, 
1947, Gulf States Utilities Co., Docket No. IT-—6081, 6 F. P. C. 958. 

(2) The proposed issuance of promissory notes in the aggregate principal 
amount of $5,000,000, all as described above, will constitute an issuance of 


securities within the purview of Section 204 of the Act. 

(3) The proposed issuance of promissory notes in the aggregate principal 
amount of $5,000,000, all as described above, will, together with all other cur- 
rently outstanding promissory notes of the Applicant of a maturity of one year 
or less, be in excess of 5% of the par value of the other securities of Applicant 
and therefore will not be exempt by virtue of Section 204 (e) from the require- 
ments of Section 204 (a) of the Act. 

(4) Applicant is not organized and operating in-a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of Section 204 (f) of the Act, and the proposed issuance is, therefore, not 
exempt by virtue of that section from the requirements of Section 204 of the Act. 

(5) The proposed issuance of securities as hereinafter authorized will be for 
a lawful object, within the corporate purposes of the Applicant and compatible 
with the public interest which is appropriate for and consistent with the proper 
performance by the Applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

(6) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The issuance of promissory notes in the aggregate principal amount of 
$5,000,000 outstanding at any one time, upon the terms and conditions and for 
the purposes set forth in the application, all, as described above, be and the 
same hereby is authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions authorized herein 
are consummated on or before November 30, 1956. 

(C) This authorization shall, in all respects, be in addition to the authority 
heretofore granted by the aforementioned order of the Commission issued June 3, 
1955, in the above docket. The total authorized maximum aggregate principal 
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amount of promissory notes of the Applicant outstanding at any one time under 
that order and this order shall not exceed $18,000,000. The particular issuance 
of promissory notes authorized by each order shall remain subject to all terms 
and conditions which pertain thereto as set forth in the respective order 
concerned. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of costs, or any matter whatso- 
ever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiesence by this Commis- 
sion in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates. 


Order authorizing issuance of promissory notes 
Otter Tail Power Co. 
"Docket No. E-6651 
December 8, 1955 


Otter Tail Power Company (Applicant), incorporated under the laws of the 
State of Minnesota, and qualified to do business as a foreign corporation in 
the States of North Dakota and South Dakota, with its principal place of 
business at Fergus Falls, Minnesota, by application filed November 3, 1955, 
requested authorization, pursuant to Section 204 of the Federal Power Act, for 
the issuance at various times prior to December 31, 1957, of unsecured promissory 
notes of varying principal amounts, the aggregate amount of which outstanding 
at any one time, together with all other outstanding promissory notes heretofore 
authorized, will not exceed $5,000,000. Each of the notes will mature within 
one year or less from the date of issue and bear interest at negotiated rates 
but not in excess of 4% per annum.! 

The notes will evidence loans Applicant proposes to negotiate with the First 
National Bank of Minneapolis, the First National Bank of Fergus Falls and the 
Fergus Falls National Bank & Trust Company or with other commercial banks. 

By order of the Commission issued February 3, 1955, in Docket No. E-6501, 
14 F. P. C. 529, Applicant was authorized to issue on or before December 31, 
1955, unsecured promissory notes in the aggregate maximum principal amount 
of $4,000,000 outstanding at any one time and all to mature within one year or 
less from date of issuance. Pursuant to that authorization Applicant now has 
an aggregate of $2,070,000 principal amount, of unsecured promissory notes 
presently outstanding and anticipates that this amount will be increased to 
$2,500,000 as of December 31, 1955. 

Applicant states that it will incur no underwriter’s commission or fees inci- 
dent to the proposed issuance of promissory notes and will use the proceeds 
arising therefrom to provide a portion of the funds needed to carry on its 
projected construction program covering the years 1956, 1957, and 1958 pending 
the completion of permanent financing arrangements. Cash derived from opera- 


2The most recent promissory notes of the Applicant bear interest at 34%,% per annum, 
as shown by the application. 
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tions will also be applied to such construction program which is estimated to 
require approximately $19,000,000 over the three years. During the latter part 
of 1956 and from time to time thereafter Applicant expects to engage in perma- 
nent financing of this construction program. 

Written notice of the application has been given to the Railroad & Warehouse 
Commission of Minnesota, the Public Service Commission of North Dakota, and 
the Public Utilities Commission of South Dakota and to the Governor of each 
of those States. Notice of the application has also been given by publication 
in the Federal Register on November 16, 1955 (20 F. R. 8505-8506), stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before November 29, 1955. 
No protest or petition or request to be heard in opposition to the granting of 
the said application has been received. 

The Commission finds: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of Minnesota. It owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy which is transmitted between 
and among the States of Minnesota, North Dakota and South Dakota and con- 
sumed at points outside the State in which it is generated, all of which facilities 
are in addition to and do not include facilities used for the generation of electric 
energy, facilities used in local distribution or only for the transmission of 
electric energy in intrastate commerce, or facilities for the transmission of elec- 
tric energy consumed wholly by the transmitter, and Applicant is, therefore, a 
public utility within the meaning of that term as used in Section 204 of the 
Federal Power Act. 

(2) The proposed issuance of promissory notes described above will constitute 
an issuance of securities within the purview of Section 204 of the Act. 

(3) The proposed issuance of promissory notes described above will be in 
excess of 5% of the par value of the other securities of Applicant and therefore 
will not be exempt by virtue of Section 204 (e) of the Act from the require- 
ments of Section 204 (a). 

(4) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the mean- 
ing of Section 204 (f) of the Act, and the proposed issuance is, therefore, not 
exempt by virtue of that Section from the requirements of Section 204 of the Act. 

(5) The proposed issuance of promissory notes as hereinafter authorized will 
be for a lawful object, within the corporate purposes of the Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by the Applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(6) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance of promissory notes by Applicant, as described 
above, upon the terms and conditions and for the purposes specified in the 
application, be and the same hereby is authorized subject to the provisions of 
this order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated on or before December 31, 1957. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of costs, or any other matter whatsoever 
which may come before this Commission or any other regulatory body, and 
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nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed 
or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or 


obligation on the part of the United States in respect to any securities to which 
this order relates. 


Findings and order authorizing abandonment of service 
Hope Natural Gas Co. 
Docket No. G—8875 
December 8, 1955 


Hope Natural Gas Company (Applicant), a West Virginia corporation with a 
principal office in Clarksburg, West Virginia, filed an application on May 9, 1955, 
and concurrently therewith filed a notice of cancellation of its Rate Schedule 
IP-10, and a supplement to the abandonment application thereto on June 1, 
1955, for permission and approval to abandon service being rendered to South 
Penn Natural Gas Company from producing areas in Logan County, West Vir- 
ginia, under Contract No. 124 designated Rate Schedule IP-10 and dated 
February 1, 1946, as more fully described in the application filed herein, and 
subject to the jurisdiction of the Commission. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 22, and December 2, 1955, respecting the matters involved and the 
issues presented by the application, supplement thereto, and notice of cancella- 
tion filed in this proceeding. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 

The evidence of record reflects that the available supply of natural gas for 
the service proposed to be abandoned herein has been depleted to such an extent 
that it is no longer feasible to continue the sale of natural gas to South Penn 
Natural Gas Company under Contract No. 124 from well No. H-8987 from the 
Martha Pauley, et al., lease in Logan County, West Virginia. 

Upon abandonment of the service, Applicant proposes to enter into a trans- 
portation arrangement with Pipe Line Construction and Drilling Company (Pipe 
Line) whereby the latter will transport such remaining gas as is available from 
Applicant’s well free of charge, for Hope’s account in return for which Pipe Line 
will be allowed the use of one of Applicant’s lines for transporting Pipe Line’s 
gas from a new well located in the vicinity of Hope’s well No. H-8987. 

The Commission finds: 

(1) Applicant, a West Virginia corporation having its principal place of busi- 
ness at Clarksburg, West Virginia, is engaged in the transportation and sale of 
natural gas in interstate commerce subject to the jurisdiction of the Commis- 
sion, and is a “natural-gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission in its order of April 27, 1943, in 
Docket No. G—290, 3 FPC 994. 

(2) The natural gas service proposed to be abandoned by Applicant consists 
of the sale of natural gas in interstate commerce for resale for ultimate public 
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consumption, and is subject to the requirements of Section 7 (b) of the Natural 
Gas Act. 

(3) Public convenience and necessity permit the abandonment of service being 
rendered to South Penn Natural Gas Company under Applicant’s Rate Schedule 
IP-10 of its FPC Gas Tariff, First Revised Volume No. 2, covering the sale of 
gas to South Penn Natural Gas Company under its Contract No. 124 from well 
No. H-—8987 on the Martha Pauley, et al., lease in Logan County, West Virginia. 

(4) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 

The Commission orders: 

(A) Applicant be and it is hereby authorized to abandon the service being 
rendered to South Penn Natural Gas Company under Applicant’s Rate Schedule 
IP-10 of its FPC Gas Tariff, First Revised Volume No. 2, covering the sale of 
gas to South Penn Natural Gas Company under its Contract No. 124 from well 
No. H—8987 on the Martha Pauley, et al., lease in Logan County, West Virginia. 

(B) The notice of cancellation of the service being rendered by Applicant to 
South Penn set forth in (A) above be accepted for filing to be effective upon 
the date of the issuance of this order. 

(C) Applicant shall report to the Commission in writing and under oath the 
effective date of the abandonment of service authorized in (A) above. 

(D) Within 60 days of the date of issuance of this authorization, Hope and 
Pipe Line shall make appropriate rate filings covering the proposed transporta- 
tion service. 


Order confirming and approving rates for non-firm energy for an interim period 


Eklutna Project, Alaska 
Docket No. E—6648 
December 9, 1955 


On October 10, 1955, the Bureau of Reclamation, Department of the Interior 
(Reclamation), filed for confirmation and approval by the Federal Power Com- 
mission, pursuant to the provisions of the Act of Congress of July 31, 1950 
(64 Stat. 382), as amended by the Act of August 13, 1953 (64 Stat. 574), Rate 
Schedule A-NI, for the sale of dump energy to be produced at the Eklutna 
Project, Alaska (Eklutna), for an interim period (terminating August 4, 1957). 

The proposed rate schedule will be applicable to customers normally main- 
taining generating facilities or other sources of energy sufficient to supply their 
requirements when dump energy is not available. However, in order to insure 
that firm power purchasers do not use dump energy for peaking purposes and 
thus reduce revenues, the rate provides that dump energy will not be delivered 
during customer’s peak load period until customer has taken firm power to the 
extent of its contract rate of delivery for firm power. The monthly rate is 6.0 
mills per kilowatthour for all energy taken under this schedule. 

Heretofore, the Commission on August 4, 1954, in Docket E—6544, confirmed 
and approved rate schedules for wholesale firm power service from Eklutna for 
an interim period not to exceed three years, pending the determination by the 
Commission of a final allocation of project costs and the submission by Reclama- 
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tion of additional information reflecting the results of actual operations at 
Eklutna. At that time Reclamation anticipated selling all or a major part of 
its dump energy as off-peak energy under the firm power rate. These sales did 
not materialize. Reclamation in now proposing a separate interim dump energy 
rate states that there will be no loss in firm power revenues to the United States 


by the adoption of this rate but anticipates that there will be some increase in 
total revenues. 


The Commission finds: 

It is appropriate for the purposes of the Acts of Congress referred to herein 
that Rate Schedule A-—NI be confirmed and approved for an interim period 
beginning with the date of this order and terminating August 4, 1957. 

The Commission orders: 

Rate Schedule A-NI be and it hereby is confirmed and approved for applica- 
tion to the sale of power produced at Eklutna during the interim period begin- 
ning with the date of this order and terminating August 4, 1957. 


Findings and order directing sale and delivery of natural gas 


The Dayton Power and Light Co. 
Docket No. G—9266 
December 9, 1955 


The Dayton Power and Light Company (Applicant), an Ohio corporation with 
its principal place of business in Dayton, Ohio, filed an application on August 26, 
1955, and a supplement thereto on October 10, 1955, for an order, pursuant to 
Section 7 (a) of the Natural Gas Act, directing The Ohio Fuel Gas Company 
(Ohio Fuel) to establish a physical connection between its existing Z—-165 trans- 
mission line in Logan County, Ohio, and certain proposed facilities of Applicant, 
and the sale and delivery by Ohio Fuel to Applicant of natural gas for resale 
in the Village of West Liberty, Logan County, Ohio, as hereinafter described, 
all as more fully represented in the application which is on file with the Com- 
mission and open for public inspection. 

Applicant states that it is an existing customer of Ohio Fuel, furnishing natural 
gas service to numerous communities in southwestern Ohio. The Village of West 
Liberty has a population of approximately 1,475, has no natural gas service at 
present and has granted a 25-year franchise to Applicant. 

Applicant proposes to construct 2,750 feet of 6-inch pipeline from the west 
corporate limits of the Village of West Liberty to a point of connection with 
Ohio Fuel’s line Z-165 in Logan County, Ohio, and a distribution system in the 
Village of West Liberty, at a total cost of $116,527 to be financed from current 
funds. 

The estimated peak day requirements for the Village of West Liberty for the 
first year of operation are 396 Mcf and 917 Mcf for the third year of operation. 
The estimated annual requirements for the first year of operation are 63,300 
Mcf and 123,300 Mcf for the third year of operation. 

Ohio Fuel, in its answer to the application filed on October 31, 1955, avers 
that it has no objection to the granting of che application; that rendition of the 
service requested will not adversely affect Ohio Fuel’s gas supply; that no addi- 
tional facilities other than a physical connection and tap will be required 
initially ; that Ohio Fuel believes it will be necessary to partially loop line Z-165 
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before the peak day assumed to occur on February 1, 1957, in order to supply 
the markets presently served by line Z-165; and that the length of the looping 
of Z-165 will be increased by Ohio Fuel’s deliveries to the Applicant at West 
Liberty. 

After due notice of the application herein by publication in the Federal 
Register on November 24, 1955 (20 FR 8677), no petition to intervene or protest 
to the granting of the application has been received. 

The Commission finds: 

(1) The Ohio Fuel Gas Company, an Ohio corporation having its principal 
place of business at Columbus, Ohio, is engaged in the transportation and sale 
of natural gas in interstate commerce for resale for ultimate public consump- 
tion, subject to the jurisdiction of the Commission, and is, therefore, a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of October 21, 1945, in Docket G—371, 4 FPC 1033. 

(2) Applicant is a public utility duly organized and existing under the laws 
of the State of Ohio and is engaged in the business of distributing and selling 
natural gas within the State of Ohio. 

(3) It is necessary and desirable in the public interest to direct The Ohio 
Fuel Gas Company to establish physical connection of its transmission system 
with the facilities proposed to be constructed and operated by the Applicant, 
and to sell and deliver to Applicant natural gas under Ohio Fuel’s appropriate 
rate schedules on file with the Commission. 

(4) The requirement that Ohio Fuel serve applicant, as proposed, will not 
place an undue burden upon Ohio Fuel nor impair its ability to render adequate 
service to its existing customers. 

The Coummission orders: 

(A) The Ohio Fuel Gas Company be and it is hereby directed to establish 
physical connection with the facilities of Applicant, together with such meter- 
ing, regulating and appurtenant facilities as may be required therefor, and to 
deliver and sell natural gas to Applicant pursuant to Ohio Fuel’s appropriate 
rate schedule on file with the Commission, providing Applicant commences the 
purchase of natural gas from Ohio Fuel prior to January 1, 1957. 

(B) Ohio Fuel shall report to the Commission in writing and under oath the 
date of commencement of service to Applicant. 


Amending the Commission’s gencral rules and regulations 


Amendment of Rules Relating to Preservation of Records of 
Public Utilities and Licensees 


Docket No. R-148 
Order No. 181* 


December 18, 1955 


In this proceeding the Commission has under consideration the amendment of 
its General Rules and Regulations, Part 125—Preservation of Records of Public 
Utilities, Section 125.2—Schedule of Records and Periods of Retention, as here- 
tofore amended by Order No. 156, issued October 25, 1950, and effective Janu- 
ary 1, 1951 (18 C. F. R., § 125.2). The purpose of the revision is to reduce in 
certain instances the time for which records are required to be retained and to 


*20 F.R. 9491. 
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permit in other instances such retention in the form of microfilms after the 
elapse of a specified period where such retention is required. 

General public notice of this proposed rule making was given by publication 
in the Federal Register on August 23, 1955 (20 F. R. 6140-6141). Such notice 
was also served on public utilities and licensees known or presumed to be sub- 
ject to the Federal Power Act, all state commissions and interested Federal 
Agencies. In giving notice of the proposed amendments, the Commission invited 
all interested persons to submit data, views and comments in writing. Eight 
responses have been received to the rule-making notice, of which three make an 
unqualified recommendation for adoption of all the proposed changes, and all of 
which have been carefully considered. 

No request has been made for a hearing on the proposed amendments in the 
responses received to the rule-making notice or otherwise. 

The Commission finds: 

(1) It is necessary and appropriate for the purposes of administration of the 
Federal Power Act that Section 125.2, Schedule of Records and Periods of 
Retention, as heretofore amended, be amended as hereinafter provided. 

(2) The proposed amendments represent matters of practice and procedure 
which do not require a hearing under Section 4 of the Administrative Procedure 
Act. 

(3) Good cause exists that these amendments become effective as hereinafter 
provided. 

The Commission, acting pursuant to authority granted by the Federal Power 
Act, as amended (49 Stat. 838; 16 U. 8S. C. 791la—825r) and particularly Sections 
301 (a), 301 (b), 302 (b), 303, 304 (b), and 309 (49 Stat. 854, 855, 858; 16 
U. S. C. 825 (a), 825 (b), 825a (b), 825b, 825c, 825h), and subject to the pro- 
visions of Section 4 of the Administrative Procedure Act (60 Stat. 238; 5 U.S. C. 
1003), orders: 

(A) Section 125.2, Schedule of Records and Periods of Retention, as hereto- 
fore amended, is hereby further amended as shown in the Appendix hereto. 


(B) The amendments prescribed by this order shall become effective Janu- 
ary 1, 1956. 


Order modifying order on rehearing and otherwise denying application 
for rehearing 


Hassie Hunt Trust 
Docket No. G—7684 
December 15, 1955 


Hassie Hunt Trust, on November 21, 1955, filed an application for a rehearing 
on the Commission’s order in Docket No. G—7684, issued October 20, 1955, cap- 
tioned Robert Mosbacher, et al., Docket No. G—6440, et al. The order dismissed 
the application of Hassie Hunt Trust for a certificate of public convenience and 
necessity for the reason that Applicant was not a signatory party to the contract 
of sale dated February 19, 1953, between J. P. Owen, Operator, and Louisiana 
Natural Gas Corporation, for which sale certification was sought by Applicant. 

Applicant avers that the order dismissing its application is unlawful in that 
(1) the statutory hearing required by Section 7 (c) of the Natural Gas Act, has 
not been held, thus depriving it of any hearing or opportunity for hearing 
thereon; (2) the order is based upon another order in a proceeding to which 





we 
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Applicant was not a party (Humble Oil and Refining Company, Docket No. 
G-6753, issued Mareh 10, 1955); (3) no findings of fact or conclusion of law 
have been made upon which the result is predicated; instead, reliance is had, 
at least in part, on certain “undisclosed files” of the Commission, thereby de- 
priving Applicant of the opportunity to cross-examine and rebut; (4) Applicant’s 
contractual and other rights are adversely affected, viz, to make filings with 
the Commission in its own behalf, to “take in kind or separately dispose of its 
proportionate part of” the production from the unit, “the right to choose the 
buyer to whom it proposes to sell, to initiate prices with respect hereto and to 
state the level of prices,” the right to so conduct its business as to remain an 
individual for tax purposes within the meaning of Income Tax Rulings 3930 
and 3948; (5) the permissive provisions of Sections 154.91 (b) and 157.23 (c) 
of the Commission’s Rules and Regulations of Practice and Procedure are made 
mandatory; and, (6) Applicant is not engaged in activities subject to the 
regulatory jurisdiction of the Natural Gas Act, and its right to contest such 
jurisdiction has arbitrarily been denied. 

Hassie Hunt Trust, on December 2, 1954, filed its application for a certificate 
of public convenience and necessity to continue to sell natural gas to Louisiana 
Natural Gas Corporation produced from the E. J. Kerr No. 1 Well, Maxie Field, 
Acadia Parish, Louisiana, in which well it has a working interest. Pursuant to 
Section 154.92 (b) of Order No. 174—A, Applicant filed with the Commission, as 
an initial rate schedule applicable to this sale, a gas-purchase contract between 
J. P. Owen as seller and Louisiana Natural Gas Corporation as buyer, and 
amendments thereto, and an operating agreement between Owen, operator, and 
Applicant, non-operator. Applicant was advised by letter from the Commission 
of the acceptance of the contracts as FPC Gas Rate Schedule No. 17 and Supple- 
ments Nos. 1, 2, 3 and 4 thereto. 

Pursuant to due notice, a hearing was had on October 14, 1955. Applicant had 
been advised by letter by the Commission's Secretary, dated September 15, 1955, 
that “if there has been no protest or petition to intervene filed, the matters are 
presented at the hearing by a member of the Commission's staff. Therefore, 
unless you are hereafter advised to the contrary, it will be unnecessary for you 
to appear or be represented at the hearing.” 

Commission staff counsel made a motion to dismiss the instant application 
for the reason that Applicant was not a signatory party to the gas-sale contract 
involved and, therefore, had no standing to file an application for a certificate 
with respect to the sale of its gas by J. P. Owen. Counsel for Applicant not only 
objected to this motion, but also moved to sever the instant proceeding from the 
other applications with which it had been consolidated for hearing. The motion 
to sever was opposed by staff counsel. Both motions were certified to the Com- 
mission by the Examiner. The challenged order dismissing the application was 
issued on October 20, 1955. In that order the intermediate decision procedure 
was omitted and the application dismissed. We did not, however, in specific 
terms pass upon Applicant’s motion to sever. 

Applicant, in support of its contention that it has not had a hearing or oppor- 
tunity for hearing, relies upon Northeastern Gas Transmission Co., 195 F. 2d 
872, cert. denied, 344 U. S. 818; Shields v. Utah-Idaho Central Railroad Co., 
305 U. S. 177; Morgan v. United States, 298 U. S. 468; and Ohio Bell Telephone 
Company v. Public Utilities Commission, 301 U. S. 292, and the fact that it was 
advised by the Commission’s Secretary that, unless otherwise informed, it 

would be unnecessary for it to appear or be represented at the hearing, whereas 
the hearing was converted into a contested one by the motion to dismiss without 
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having been afforded an opportunity to meet the contentions of Commission 
staff counsel. 

The application was set for hearing as required by Section 7 (c) of the 
Natural Gas Act; thus there was full compliance with the mandate of the 
statute. In this respect Northeastern Gas Transmission Company v. F. P. C., 
supra, is in apposite, for there the Commission dismissed an application with- 
out a hearing for the reason that where two applications before it were mutually 
exclusive, it had issued a certificate of public convenience and necessity to the 
other applicant. Shields v. Uiah is a case similar to Applicant’s here. In neither 
proceeding were new facts presented upon which a different determination 
could be based by the Commission. The facts were undisputed. Respondent had 
the opportunity to present the facts other than those before the Commission; 
this, they did not do. There were facts before the Commission upon which a 
determination could be made; this was not a departure from the applicable rules 
of law dealing with the hearing. In Morgan v. U. S., and Ohio Bell Telephone 
Company v. Public Utilities Commission, disposition of the matters was had 
without any findings having been made regarding factual matters vital to the 
disposition of the respective cases. In the instant proceeding there is no dispute 
regarding the facts, see transcript pp. 12, 18, and 23—24. 

Applicant’s assertion that it has been deprived of any opportunity “to meet 
the contentions of Commission staff counsel” is without merit. It does not chal- 
lenge the facts involved; it challenges merely the legal effect thereof. Appli- 
cant’s position was succinctly stated by its counsel as follows, transcript page 18: 

The motion to dismiss Mr. Examiner, made by the Commission staff 
counsel raises the whole problem of the applicability of the so-called Humble 
decision doctrine to this application, and as to whether or not Hassie Hunt 
Trust has the right to file as a non-operator to make the sale to the 
Louisiana Natural Gas Corporation. 

We do not agree with Commission staff counsel’s motion to dismiss nor 
with the doctrine of the * * * with the Humble doctrine if that is considered 
to apply here. 

Applicant thus not only had the opportunity to but did present to the Com- 
mission its position with respect to the motion to dismiss and its motion to sever. 
If perchance Applicant should deem its presentation at the hearing of its posi- 
tion to be inadequate, it has now by its petition for review presented that 
position most fully and clearly. 

The Commission has made findings of fact which, as shown supra, represent 
the understanding of Commission staff counsel, the Examiner, and attorney for 
Applicant. They are that the contract in question is between J. P. Owen, 
operator, and Louisiana Natural Gas Corporation, buyer, that Applicant has a 
non-operator working interest, and that it is not a party to that contract. 
Certain “undisclosed files” of the Commission refer to the sale contract and 
amendments thereto filed by Applicant as its rate schedule No. 17 and supple- 
ments Nos. 1, 2, 3, and 4. This contract was referred to at the hearing by all 
parties and there could be no doubt regarding the meaning of our reference to 
“the files of the Commission.” 

Equally without merit is the assertion that our order is invalid in that it is 
based upon an order in a proceeding to which Applicant was not a party. If 
Applicant suggests that the principles enunciated in the Humble order of 
March 10 should not be consistently applied by us in other proceedings where 


the facts are substantially identical, it is recommending that we adopt a policy 
of administrative inconsistency. This we will not do. 
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The main thrust of the petition for rehearing is directed to our prior deter- 
mination that a non-operating working interest has no standing to file an 
application for a certificate of public convenience and necessity authorizing a 
sale of natural gas pursuant to a contract to which it is not a party. We have 
reviewed the principle enunciated in our previous holdings in this respect 
bearing in mind the particular adverse effects upon contractual and other rights 
which Applicant suggests. We reaffirm the principle heretofore enunciated. 

Applicant’s assertion that our order adversely affects its contractual rights 
is bottomed upon erroneous assumptions with respect to the attendant effect of 
the application of the principle. We do not hold, nor have we at any time held, 
that the owner of a working interest who has entered into a contract to sell gas 
in interstate commerce for resale may not make a filing on its own behalf. We 
have held only that one who has not so sold its gas has no standing to file. 
It is the operator who has effected the sale and it is he who is under a duty 
to file an application consistent with his contractual undertaking with the 
purchaser. See Humble Oil and Refining Company, Docket No. G-3105, Opinion 
No. 285, issued September 9, 1955, 14 F. P. C. 106. Likewise, we have not 
denied nor proposed to disturb nor abrogate the right of the owner of a working 
interest under his operating contract to take his gas in kind or separately dis- 
pose of his proportionate part of the production from a unit. We have held that 
the Natural Gas Act precludes a non-operating working interest from removing 
his gas from the stream of interstate commerce in which it is moving or com- 
mitting his gas in interstate commerce for resale without compliance with 
Sections 7 (b) and 7 (c) of the Act, Dixie Pipe Line Company, et al., Opinion 
No. 285, issued September 9, 1955, 14 F. P. C. 106. 

Applicant places emphasis upon its right to remain an “individual” for tax 
purposes as determined in IT-—3930 and IT-—3948. It suggests that we have made 
the operator the “agent” for the non-operating working interest and that by 
this forced agency we have bronght about a joint rather than an individual sale. 
This argument is at odds with our holdings in the instant case and in the 
Humble order. There is no suggestion that the operator has become the “agent 
for” the working interest. To the contrary, we meticulously pointed out in 
Humble that we were not concerned with a filing “for,” “on behalf of,” or 
“as agent for” and that our holding was only that we viewed the Act as re- 
quiring a “contract of sale” by the working interest to a purchaser as a necessary 
prerequisite to the right to file an application for a certificate to sell natural 
gas in interstate commerce for resale. 

Apparently, it is this lack of understanding regarding the true nature of our 
holding which prompts the suggestion that the permissive provisions of Sec- 
tions 154.91 (b) and 157.23 (c) have been made mandatory. These Sections, 
insofar as they provide that certain persons “need not file” applications or rate 
schedules, can apply only to those who have a right to file. If the operator files 
an application and sets forth therein all of the working interests involved some 
of which may be parties to a sales contract and some of which may not, those 
who “need not file’ can only be the working interests who are parties to a 
eontract of sale. Those interests who are not parties to a contract of sale but 
whose gas is being sold by the operator may not file. We pointed out in Humble 
that with respect to the applications there involved, and the same is true in the 
instant case, the result would be the same whether a filing had been attempted 
to be made pursuant to Orders Nos. 174, 174—A, or 174-B. 
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It is unnecessary for us in the posture of this case and on the facts before us 
to determine whether Applicant is a natural gas company within the meaning 
of the Natural Gas Act. See, however, Opinion and Order No. 284, Deep South, 
et al., issued September 9, 1955, 14 F. P. C. 83, and Opinion and Order No. 285, 
Dixie Pipe Line Company, et al., supra. 

Applicant asserts error in that we did not in specific terms deny its motion 
to sever. It also suggests certain inaccuracies regarding chronology of occur- 
rences at the hearing. We had deemed the dismissal of the application to 
encompass a denial of the motion to sever and it is now our expressed intention 
that the dismissal shall have that effect. We also note an erroneous reference 
to the date of the Humble order appearing as “March 3, 1955” on page 10, line 1. 
This should read “March 10, 1955.” Further, there should be inserted after the 
word “procedure” in line 4 under Finding 6 the words “opposed by counsel for 
Hassie Hunt Trust as to Docket No. G—7684 only but” and there should be 
deleted therefrom the words “unopposed by any party of record and.” 

By reason of the foregoing the Commission orders: 

(A) That the date “March 3, 1955” appearing on page 10, line 1, under Find- 
ing (2) of the order issued on October 20, 1955 is changed to read March 10, 1955. 

(B) That there be inserted therein in the order issued on October 20, 1955 
after the word “procedure” in line 4 under Finding (6) the words, “opposed by 
Counsel for Hassie Hunt Trust as to Docket No. G—7684 only but” and deleted 
thereupon on page 10 in line 4 under Finding (6) the words “unopposed by any 
party of record and.” 

(C) That the application of Hassie Hunt Trust in Docket No. G—7684 for 
rehearing of the order of October 20, 1955 in all other respects be and the same 
hereby is denied. 

Commissioner Digby not participating. 


Order directing physical connection of facilities and sale of natural gas 
Pike Natural Gas Co. 
Docket No. G—9419 
December 15, 1955 


Pike Natural Gas Company (Applicant), an Ohio corporation with its prin- 
cipal place of business in Waverly, Ohio, filed on September 29, 1955, an appli- 
eation, as supplemented on October 13, 1955, pursuant to Section 7 (a) of the 
Natural Gas Act, for an order directing Tennessee Gas Transmission Company 
(Tennessee) to establish physical connection of its transportation facilities with 
the facilities of Applicant’s proposed natural gas system at a point south of 
Jackson, Ohio, and to sell natural gas to applicant for local distribution to the 
public in the villages of Beaver, Piketon and Waverly, Ohio, and in the area 
adjacent thereto. 5 

Applicant proposes to construct and operate a transmission system approxi- 
mately 27.5 miles in length of 6-inch and 4-inch transmission line serving the 
villages of Beaver, Piketon and Waverly, and to be connected with the trans- 
mission system of Tennessee at a point south of Jackson, Ohio. Applicant states 
that prior to the commencement of service from Tennessee, it will make an 
application for exemption from the provisions of the Natural Gas Act pursuant 











ORDERS 1147 


to Section 1 (e) thereof. Applicant also proposes to construct and operate 
distribution systems in the villages of Piketon and Waverly. Applicant is now 
supplying Beaver with local gas which is becoming rapidly depleted. All 
facilities to be constructed by Applicant will be located in the State of Ohio. 

The initial cost of the proposed transmission and distribution facilities is 
estimated to be $843,200. Applicant proposes to finance the facilities by the 
issuance and sale of approximately equal amounts of first mortgage bonds and 
common stock. 

The estimated peak day requirements of Applicant for the fourth full year 
of operations are 5,100 Mcf at 14.73 psia. The estimated annual requirements 
for the fourth full year of operations are 489,371 Mcf at 14.73 psia. 

Tennessee, on October 24, 1955, filed an answer to the application, offering 
no objection to the requested order. 

Due notice of the filing of the applications, including publication in the 
Federal Register on October 29, 1955 (20 F. R. 8168-9), has been given. No 
protest or petition to intervene in this proceeding has been filed. 

The Commission finds: 

(1) Tennessee Gas Transmission Company, a Delaware corporation, having 
its principal place of business in Houston, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found in the pro- 
ceedings in Docket Nos. G—808, et al., 6 F. P. C. 122. 

(2) Pike Natural Gas Company (Applicant), an Ohio corporation, is legally 
authorized to engage in the distribution of natural gas in the villages of Beaver, 
Piketon and Waverly, Ohio. 

(3) It is necessary and desirable in the public interest to direct Tennessee 
to establish physical connection of its transmission facilities with the facilities 
proposed to be constructed and operated by Applicant, and to sell and deliver 
to Applicant up to 5,100 Mecf of natural gas per day at 14.73 psia. 

(4) The requirement that Tennessee serve Applicant as proposed will not 
place an undue burden upon Tennessee nor require Tennessee to enlarge its 
transportation facilities for such purpose, nor impair its ability to render 
adequate service to its customers. 

The Commission orders: 

(A) Tennessee Gas Transmission Company be and it hereby is directed to 
establish physical connection of its transmission facilities with the proposed 
transmission facilities of Applicant, together with such metering, regulating and 
appurtenant facilities as may be necessary to render the service applied for 
herein, and to sell and deliver to Applicant up to 5,100 Mcf of natural gas per 
day at 14.73 psia. 

(B) Tennessee shall report to the Commission in writing, under oath, the 
date of commencement of service to Applicant. 

(C) The issuance of the order herein is not and shall not be construed as 
approval by the Commission of the estimates and fees contained in the 
application. 

(D) Applicant shall (i) complete proposed facilities required to enable it to 
receive the natural gas from Tennessee made the subject of this order on or 
before 12 months from the date of the issuance hereof and (ii) either apply for 
exemption from the provisions of the Natural Gas Act pursuant to Section 1 (c) 
thereof, or apply for a certificate of public convenience and necessity authorizing 
the construction and operation of its proposed transmission facilities. 
Commissioner Digby not participating. 
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Order amending order issuing certificate of public convenience and necessity 
and directing sale and delivery of natural gas 


Lateral Gas Pipeline Co.; Iowa Electric Light and Power Co. 
Docket Nos. G—2318, G—2320 
December 16, 1955 


Lateral Gas Pipeline Company (Lateral)! and Iowa Electric Light and Power 
Company (Iowa Electric), Applicants, both Iowa corporations with their prin- 
cipal places of business at Cedar Rapids, Iowa, on April 22, 1955, filed a joint 
petition to amend the Commission’s order issued on July 12, 1954, as amended 
on October 19, 1954, issuing a certificate of public convenience and necessity 
and directing the sale and delivery of natural gas. The petition requests 
authority to enable the rendition of natural gas service in Villisca, Iowa. 

The original order of July 12, 1954, as amended October 19, 1954, authorized 
Lateral to construct and operate 12.7 miles of 6-inch and 13.9 miles of 4-inch 
pipeline to bring natural gas service to Clarinda, Iowa, and to provide a tap on 
this line for possible future service to Villisca, Iowa. The order also authorized 
Lateral to transport gas through these facilities for the account of its parent 
company, Iowa Blectric, only for service in Clarinda. 

The original order also directed Natural Gas Pipeline Company of, America 
(Natural Gas) to deliver to Iowa BHlectric a daily contract quantity of natural 
gas up to 1,737 Mcf per day for distribution in the town of Clarinda pursuant 
to Iowa Electric’s application in Docket No. G—2320 for a 7 (a) order against 
Natural Gas. 

Lateral’s and Iowa Electric’s original applications in these dockets contem- 
plated that Lateral would build a town border meter station at the city of 
Villisca, Iowa, and deliver gas to Iowa Electric for distribution there, in addi- 
tion to Clarinda, Iowa. 

At that time, it was estimated that second and third year requirements in 
excess of 1,737 Mcf per day in Clarinda and Villisca would be met by deliveries 
by Natural Gas made available from an expansion of the Herscher Storage 
Project of Natural Gas Storage Company of Illinois (Storage). However, due 
to delay in expansion of the Herscher Storage Project, Lateral and Iowa Electric 
amended their applications to provide for immediate service only to Clarinda, 
deferring service to Villisca until Herscher storage gas was available. 

Lateral has constructed and is operating the facilities authorized by the 
Commission and Iowa Electric is presently distributing natural gas in the city 
of Clarinda. 

Storage, in a letter to Iowa Electric dated November 14, 1954, advised that 
it proposed to go ahead with a further phase of its storage project which 
would make available to Iowa Electric additional peak-day capacity from 
storage of 4,286 Mcf. Iowa Electric has informed Storage it will contract for 
such additional peak-day delivery capacity. The expansion of the Herscher 
Storage Project was authorized on August 15, 1955, in Docket No. G—6674. 

Petitioners state that availability of additional gas from Storage will enable 
Iowa Electric to provide natural gas service to Villisca in 1955. Lateral, there- 
fore, proposes to construct a town border meter station at Villisca, as proposed 


2 Lateral is a wholly owned subsidiary of Iowa Blectric. 
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in its original application, at a cost of $6,000, and seeks an amendment of the 
Commission’s order of July 12, 1954, to authorize construction and operation of 
such a meter station. 

Iowa Electric proposes to construct and operate a distribution system in 
Villisea to render retail natural gas service in that town, as set forth in the 
original application, with gas purchased from Natural and transported by 
Lateral through existing facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 8, 1955, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff Counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 

The Commission finds: 

(1) It is in the public interest and it is necessary and appropriate in carrying 
out the provisions of the Natural Gas Act to amend the order issued July 12, 
1954, as hereinafter ordered. 

(2) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3). (iii), (3) (iv), and 
(5) of Section 157.20 of the Commission’s Rules and Regulations, including the 
Rules of Practice and Procedures (18 CFR 157.20), should attach to the cer- 
tificate hereinafter issued, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this 
order shall be completed and in actual operation should be fixed at 4 months 
from the date on which this order issues. 

(3) The order issued July 12, 1954, should be further amended to require 
Natural Gas Pipeline Company of America to sell natural gas to Iowa Electric 
for resale in Villisca, in addition to Clarinda, All other provisions of the order 
of July 12, 1954, as amended October 19, 1954, should remain unchanged. 

The Commission orders: 

(A) The order of the Commission issued July 12, 1954, as previously amended, 
issuing a certificate of public convenience and necessity in Docket No. G-2318, 
be and the same is hereby further amended authorizing Lateral to construct and 
operate a town border meter station near the City of Villisca, Iowa, for the 
purpose of delivering natural gas to Iowa Blectric for local distribution by it 
in said City. 

(B) The order issued July 12, 1954, be and the same is hereby further 
amended to require Natural Gas Pipeline Company of America to sell natural 
gas to Iowa Electric for resale in Villisca in addition to Clarinda. All other 
provisions of the order of July 12, 1954, as amended October 19, 1954, shall 
remain unchanged. 

(C) This certificate shall be accepted in writing and under oath by a 
responsible official of Lateral and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure, is hereby fixed at 
4 months from the date on which this order issues. 

Commissioner Digby not participating. 
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Order authorizing issuance of common stock and assumption of liability on 
first mortgage bonds 


Montana-Dakota Utilities Co. 
Docket No. E-6643 


December 21, 1955 





Montana-Dakota Utilities Co. (Applicant), incorporated in Delaware and 
qualified to do business as a foreign corporation in Minnesota, Montana, North 
Dakota, South Dakota and Wyoming, with its principal business office in 
Minneapolis, Minnesota, filed an application on September 7, 1955, pursuant to 
Section 204 of the Federal Power Act requesting authorization for the issuance 
of 241,577 shares of common stock to Montana-Wyoming Gas Pipe Line Co. 
(Montana-Wyoming) and for the assumption of Montana-Wyoming’s $4,875,000 
first mortgage pipeline bonds, 34%2% Series, due 1970, in exchange for all of the 
properties and assets of that company. 

Montana-Wyoming was organized in 1950 to construct a gas pipeline to trans- 
port natural gas from the Worland Field in north central Wyoming to Appli- 
cant’s Baker Field in southeastern Montana. The facilities of Montana-Wyoming 
are operated by Applicant under a lease agreement in accordance with certifi- 
eates of public convenience and necessity, issued by this Commission in Docket 
Nos. G—1229, G—1610 and G—2382, all as more fully set forth in the Commission’s 
order in Docket No. G—9305, issued herewith. 

Montana-Wyoming was financed by the issuance of 150,000 shares of common 
stock, subsequently increased by stock dividends to 241,577 shares, and the first 
mortgage bonds referred to above in the original amount of $6,500,000, but now 
reduced to $4,875,000, through a sinking fund. In connection with the sale of such 
common stock, Applicant and Montana-Wyoming entered into a share exchange 
contract dated Deeember 1, 1949, under which stockholders of Montana-Wyoming 
have the right to exchange their shares for a like number of shares of common 
stock of Applicant during a period of three years after January 1, 1956. By 
order issued December 1, 1949, in Docket No. E-6218, this Commission authorized 
Applicant to issue 241,577 shares of common stock for the then future exchange 
for a similar number of outstanding shares of common stock of Montana- 
Wyoming in order to effect the acquisition by Applicant of the facilities’ of 
Montana-Wyoming as contemplated by the Commission’s opinion and order in 
Docket No. G—1229, issued December 1, 1949 (8 F. P. C. 409, 420). 

As indicated by the application, Applicant now wishes as a matter of sound 
business policy to acquire the assets of Montana-Wyoming as of December 31, 
1955, instead of waiting for the Montana-Wyoming stockholders to exchange 
their shares over the three-year period. The stockholders of Montana-Wyoming 
have approved the proposed transaction and the dissolution of the corporation. 
Furthermore, Applicant states that if the holders of less than 80% of the 
outstanding common stock of Montana-Wyoming exercise the exchange privilege 
referred to above, the transaction would not qualify as a reorganization under 
the Internal Revenue Code and would be taxable, and that this ‘possibility 
might deter a considerable number of such stockholders from exercising the 
exchange privilege. To avoid this eventuality Applicant applied for a certificate 
of public convenience and necessity authorizing the acquisition of the natural 
gas facilities of Montana-Wyoming, and by our order in Docket No. G—9305 
issued concurrently herewith we have authorized the issuance of such a 
certificate. 
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In order to carry out this acquisition Applicant proposes in the instant ap- 
plication to issue on or before December 31, 1955, the 241,577 shares of common 
stock referred to above to Montana-Wyoming and to assume Montana-Wyoming’s 
outstanding first mortgage bonds in exchange for its properties and assets. 
Upon acquisition of Montana-Wyoming’s properties and assets by Applicant, the 
241,577 shares of Applicant’s common stock will be distributed to Montana- 
Wyoming’s stockholders. 

As set forth in the order in Docket No. G—9305 the net investment in gas 
plant as recorded on Montana-Wyoming’s books as of June 30, 1955, amounts to 
$8,191,305. Applicant states that Montana-Wyoming has maintained its accounts 
in accordance with the Uniform System of Accounts Prescribed for Natural 
Gas Companies by the Federal Power Commission, such cost being determined 
in accordance with the Commission’s order issued December 1, 1949, in Docket 
No. G—1229, and that the facilities when acquired by Applicant will be placed 
upon its books at the depreciated original cost thereof as of the date of purchase 
in accordance with such order. The proposed merger will not result in the 
creation of an acquisition adjustment. 

Written notice of the application has been given to the Public Service Com- 
mission of North Dakota, the Public Service Commission of Wyoming, the 
Public Utilities Commission of South Dakota, the Board of Railroad Commis- 
sioners of Montana, the Railroad and Warehouse Commission of Minnesota, 
and to the Governor of each of those States. Notice of the application was also 
published in the Federal Register on September 21, 1955 (20 F. R. 7085), stating 
that any person desiring to be heard or to make any protest with reference to 
the application should file a petition or protest on or before October 3, 1955. 
No protest or petition or request to be heard in opposition to the granting of 
such application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set out in the Commission’s order issued December 4, 
1953, In the Matter of Montana-Dakota Utilities Co., Docket No. E-6532, 12 
F. P. C. 1413. 

(2) The proposed issuance and exchange of 241,577 shares of common stock 
and the assumption of $4,875,000 of first mortgage bonds constitutes issuances 
of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a state commission within the 
meaning of Section 204 (f) of the Act, and the proposed issuance of securities, 
therefore, is not exempt by virtue of that section from; the requirements of 
Section 204 of the Act. 

(4) The proposed issuance of common stock and assumption of liability for 
the first mortgage bonds are exempt from the competitive bidding requirements 
of Section 34.1a of the Commission’s Rules by virtue of sub-paragraph 34.la (a) 
(1) thereof. 

(5) The proposed issuance of. securities and assumption of liability as 
hereinafter authorized will be for a lawful object, within the corporate purposes 
of the Applicant and compatible with the public interest, which is appropriate 
for and consistent with the proper performance by Applicant of service as.a 
public utility and which will not impair its ability to perform that service, 
and is reasonably appropriate for such purpose. 
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The Commission orders: 

(A) The proposed issuance and exchange of common stock and assumption 
of liability on first mortgage bonds, referred to above, upon the terms and 
conditions and for the purposes specified in the application, be and the same 
hereby are authorized, subject to the provisions of this order. 

(B) Our order issued December 1, 1949, in Docket No. E-6218, 8 F. P. C. 
1328, is hereby modified insofar as inconsistent with this order. 

(C) This authorization shall expire unless the transaction authorized is 
consummated within 90 days from the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost which may come before this 
Commission or any other regulatory body. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to 
which this order relates. 

Commissioner Draper not participating. 


Order amending order issuing certificate of public convenience and necessity 
Texas Hastern Transmission Corp. 
Docket No. G—9099 
December 21, 1955 


Texas Eastern Transmission Corporation (Petitioner) filed a petition on 
November 28, 1955, requesting that the Commission’s order issued November 9, 
1955, be amended to authorize Petitioner to install 5 miles of 4%-inch pipeline 
in lieu of 5 miles of 3%-inch pipeline which was certificated by the order issued 
November 9, 1955, 14 F. P. C. 1089. 

The petition recites that the increased capacity resulting from the installation 
of 4%-inch pipe would make the volumes of gas which it has under contract in 
the Muldon Field of Monroe County, Mississippi, more easily obtainable. 

Petitioner estimates that the substitution of the 4%-inch pipe will cost not 
more than an additional $12,000, or a total cost for the entire project of $410,000, 
and that it is possible, barring contingencies, that the total completion cost 
with the 4%-inch pipe may be less than the original estimate of $398,000. 

The Commission orders: 

(A) The order of the Commission issued November 9, 1955, be and the same 
is amended to authorize Texas Eastern Transmission Corporation to construct 
and operate 5 miles of 4%-inch pipeline in lieu of the 5 miles of 3%-inch 
Pipeline authorized to be constructed and operated by said order issued No- 
vember 9, 1955. 

(B) In all other respects the conditions respecting the issuance of, and the 
exercise of the rights granted by, the certificate issued Texas Eastern Trans- 
mission Corporation by the Order of November 9, 1955, shall remain in full 
force and effect. 

Commissioner Draper not participating. 
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Findings and order issuing certificate of public convenience and necessity 


East Tennessee Natural Gas Co. 
Docket No. G—9254 
December 21, 1955 


East Tennessee Natural Gas Company (East Tennessee), Applicant, a Ten- 
nessee corporation, with its principal place of business at Knoxville, Tennessee, 
filed an application on August 23, 1955, as supplemented on September 19, 1955, 
for a certificate of public convenience and ‘necessity, pursuant to Section 7 of 
the Natural Gas Act, authorizing Applicant to construct and operate a physical 
connection and metering and regulating equipment at a point on its existing 
main 12-inch line in Franklin County, Tennessee, to permit the delivery and 
sale of a firm daily volume of up to 2,000 Mcf to the Elk River Public Utility 
District’ (District), for resale in and near the towns of Winchester and 
Decherd, Tennessee, subject to the jurisdiction of the Commission, all as more 
fully represented in the application, which is on file and open for public 
inspection. 


The cost of East Tennessee’s project facilities is estimated at $12,626 which 
will be financed from its cash on hand. 

East Tennessee purchases its entire gas supply from Tennessee Gas Trans- 
mission Company (Tennessee Gas) and currently has under contract’ with 
Tennessee Gas a total maximum firm daily volume of 206,496 Mcf at 14.73 psia. 

The estimated peak day requirements of the District are 1840 Mcf in the 
third year of its proposed operations. East Tennessee has sufficient gas supply 
and capacity to serve the District without adverse effect on its other customers. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
December 13, 1955, respecting the matters involved in and the issues presented 
by the application. No petition to intérvene or protest ‘to the granting of the 
application has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure, 

The Commission finds: 


(1) Applicant, East Tennessee Natural Gas Company, a Tennessee corpora- 
tion with its principal place of business in Knoxville, Tennessee, is a “natural- 
gas company” within the meaning of the Natural Gas Act as heretofore found 
by the Commission in its order of May 3, 1949, in Docket No. G—1065, 8 F. P. C. 
836. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation ‘and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s existing pipe- 
line systém, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(83) Applicant is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 
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(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 
CFR 157.20) should attach to the issuance of the certificate referred to in 
paragraph (4) above, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this 
order should be completed and said facilities should be placed in actual 
operation should be fixed at 6 months from the date on which this order issues. 

(6) A request during the public hearing by Staff Counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30. (c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully set forth in the application in this proceeding 
for the transportation and sale of natural gas as therein set forth, upon the 
terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and said facilities shall be placed in actual operation, as provided by 
paragraph (2) of Section 157.20 of the Commission’s Rules, is hereby fixed at 
6 months from the date on which this order issues. 

Commissioner Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 
Montana-Dakota Utilities Co. 
Docket No. G—9305 


December 21, 1955 





Montana-Dakota Utilities Co. (Applicant), a Delaware corporation with its 
principal place of business at Minneapolis, Minnesota, filed an application 
pursuant to Section 7 of the Natural Gas Act, for a certificate of public con- 
venience and necessity authorizing the acquisition of natural gas facilities from 
Montana-Wyoming Gas Pipe Line Co. (Montana-Wyoming), now operated by 
Applicant under leasing arrangements heretofore authorized by the Commis- 
sion in (1) Docket No. G—1229 (certificate issued December 1, 1949), 8 F. P. C. 
409, (2) Docket No. G-1610 (certificate issued May 23, 1951), 10 F. P. C. 1002, 
and (3) Docket No. G—2382. (certificate issued October 19, 1954), and described 
as follows: 

(a) Approximately 340 miles of 12%-inch natural gas transmission line 
extending north and east: from Worland Field, Washakie County, Wyoming, 
to a connection with Applicant’s system at its Cabin Creek Compressor Station 

















































> et he 


~ 4 


ee ee ee” ie ee, ee ee 


ORDERS. 1155 


in Fallon County, Montana, together with the Woerland Compressor Station, 
dehydration and sulphur removal plant in the Worland Field. (Docket No. 
G—1229.) 


(b) Two 880-HP compressor units added to the Worland Compressor Station 
after 1949. (Docket No. G—1610.) 

(c) A 2,640-HP compressor station and appurtenant facilities located near 
Hardin, Montana, along the Worland-Cabin Creek Line described in (a) above. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 16, 1955, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 

The natural gas facilities presently leased from Montana-Wyoming, being 
operated under and by virtue of the terms and conditions of the various leasing 
agreements hereinbefore referred to, and now proposed to be acquired from 
Montana-Wyoming, were originally constructed for Applicant in order to 
provide a needed supply of natural gas, at a time when it was not practical 
for Applicant’ to finance the construction thereof, all. of which has been given 
consideration by the Commission (In the Matters of Montana-Dakota Utilities 
Co. and Montana-Wyoming Gas Pipe Line Co., Docket No. G—1229). 

Applicant proposes to acquire the facilities in question from Montana- 
Wyoming pursuant to a plan of reorganization whereby Applicant will acquire 
all properties of Montana-Wyoming in exchange for 241,577 shares of common 
stock of Applicant and the assumption by Applicant of $4,875,000 of Montana- 
Wyoming’s first mortgage pipeline bonds, 3% Series, due June 1, 1970. The 
241,577 shares to be issued by Applicant will be issued in lieu of the 241,577 
shares reserved for issue to the stockholders of Montana-Wyoming under a 
Share Exchange Contract, as authorized by the Commission December 1, 1949, 
in Deecket No. E-6218. No umderwriting fees will be paid. Applicant has also 
filed an application for authority to issue the 241,577 shares of common stock 
and assume the mortgage bond indebtedness of Montana-Wyoming under Section 
204, of the Federal Power Act (Docket No. E-6643), which we are approving. 

After acquisition, the properties will continue, as in the past, to be operated 
by Montana-Dakota as an integral part of its Baker-Bowdoin natural gas pipe- 
line system. 

The original cost of the facilities involved herein is recorded on the books 
of Montana-Wyoming as of June. 30, 1955, at $9,924,644. Depreciation reserves 
accrued at the rate of 4% annually against this plant approximate $1,733,339, 
making a net investment of $8,191,305. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Minneapolis, Minnesota, owns and operates, among other facilities, a natural- 
gas transmission system located in the States of Montana, Wyoming, North 
Dakota and South Dakota, and by such operations Applicant is engaged in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of April 6, 1943; at Docket No. G-282, 3 FPC 968. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 





1156 FEDERAL POWER COMMISSION 


of the Commission, as integral parts of Applicant’s existing. pipeline system, 
and the acquisition thereof by Applicant are subject to the requirements of 
subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 

(5) The proposed acquisition of facilities by Applicant is required by the 
public convenience and necessity, and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (4), and (5) of Section 157.20 
of the Commission’s Rules and Regulations (18 CFR 157.20) should attach 
to the certificate hereinafter issued, and te the exercise of the rights granted 
thereunder, and that the time within which acquisition of facilities authorized 
by this order shall be completed should be fixed at 3 months from the date 
on which this order issues. ‘ 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Montana-Dakota Utilities Co., authorizing it to acquire the facilities 
hereinbefore described, all as more fully described in the application, subject 
to the terms and conditions of this order. 

{B) This certificate shall be accepted in writing and under oath by a 
responsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2); (4), and (5) of Section 157.20 of the Commission’s 
Rules and Regulations, including the Rules of Practice and Procedure, shall 
attach to the issuance of the certificate granted in paragraph (A) hereof, and 
to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be acquired 
as provided by paragraph (2) of Section 157.20 of the Commissien’s Rules of 
Practice and Procedure, is hereby fixed at 3 months from the date on which 
this order issues. 

Commissioner Draper not participating. 


Declaration of exemption 
Atlanta Gas Light Co. 
Docket No. G—9585 
December 21, 1955 


Atlanta Gas Light Company (Applicant) filed an application on November 1, 
1955, for exemption from the provisions of the Natural Gas Act pursuant to 
Section 1 (c) thereof. 

Upon the basis of the Application filed; the exhibits appended thereto, and 
the files of the Commission, it appears that: 
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(1) Applicant is a Georgia corporation, engaged in the transportation, dis- 
tribution and sale of natural gas in the States of Georgia and South Carolina ; 

(2) Applicant purchases interstate natural gas from Transcontinental Gas 
Pipe Line Corporation, South Georgia Natural Gas Company, and Southern 
Natural Gas Company at various points within the State of Georgia; 

(3) Applicant purchases interstate natural gas from Southern Natural Gas 
Company at two delivery points in Aiken County, South Carolina ; 

(4) All natural gas received by Applicant in the State of Georgia is ultimately 
consumed within the State of Georgia, and all facilities of Applicant used 
for the transportation, distribution and sale of such gas are located within said 
State ; 

(5) All natural gas received by Applicant in the State of South Carolina, 
and all facilities of Applicant used for the transportation, distribution and sale 
of such gas are located within said State; 

(6) There are no interconnecting facilities between Applicant’s distribution 
facilities in the respective States; 

(7) The Georgia Public Service Commission has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates charged, the service rendered and facilities operated by Applicant 
within the State of Georgia; and 

(8). The Public Service Commission of South Carolina has certified to the 
Federal Power Commission that it has and is exercising regulatory jurisdiction 
over the rates charged, the service rendered and the facilities operated by 
Applicant within the State of South Carolina. 

Wherefore, the Commission declares, by reason of the foregoing: 

Atlanta Gas Light Company is exempt from the provisions of the Natural 
Gas Act, and the orders, rules and regulations of this Commission issued 
pursuant thereto. 

Commissioner Draper not participating. 


Order instituting investigation 
In the Matter of Gulf Interstate Gas Co. 
Docket No. G—9812 
December 27, 1955 


Gulf Interstate Gas Company (Gulf Interstate), a Delaware corporation 
having its principal place of business in Houston, Texas, is engaged in the 
transportation of natural gas in interstate commerce and, therefore, is a 
natural-gas company within the meaning of the Natural Gas Act as heretofore 
found by the Commission by order issued May 20, 1953, in Docket No. G—2058, 
12 F. P. C. 116. 

Gulf Interstate is a gas transmission company which transports natural gas 
from Louisiana to Kentucky solely for the United Fuel Gas Company (United 
Fuel) under a cost-of-service formula rate. The cost of service and rates based 
thereon for natural gas sold for resale by United Fuel, subject to the Commis- 
sion’s jurisdiction, are involved in Dockets Nos. G-2451 and G—5475. A sub- 
stantial element of cost to United Fuel is the amount paid to Gulf Interstate 
for transportation of gas. 
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During investigation of United Fuel’s costs, questions have arisen regarding 
certain items of cost included in Gulf Interstate’s rates and charges to United 
Fuel and the classification of such items of cost by accounts. These items of 
cost involve, among others, the actual legitimate cost of the property of the 
company, other rate base elements, the return thereon, rates of depreciation, 
taxes, and operating and maintenance costs. 

The rates, charges and classifications for the transportation of natural gas 
by Gulf Interstate, subject to the jurisdiction of the Commission, and the 
rules, regulations, practices and contracts relating thereto may be unjust, 
unreasonable, unduly discriminatory or preferential as a result, among others, 
of improper classification of cost by accounts, use of improper amounts as the 
actual legitimate cost of the property of the Company, use of improper or in- 
adequate rates of depreciation, rate of return claimed, or improper charges 
for taxes or operating and maintenance expenses. 

The Commission finds: 

It is necessary and proper, in the public interest, and to aid in the 
enforcement of the provisions of the Natural Gas Act, particularly sections 5, 
6, 8, 9, 15, and 16, that an investigation bé instituted by the Commission on its 
own motion into and concerning the actual legitimate cost of the property of 
the Company, the rate or rates of depreciation of such property, the fair rate 
of return, the classification of costs by accounts, and the integral components 
of the rates and charges demanded and collected by Gulf Interstate Gas Com- 
pany for the transportation of natural gas, subject to the jurisdiction of the 
Commission, and any practices or contracts affecting or relating to such rates 
or charges. 

The Commission orders : 

(A) An investigation of Gulf Interstate Gas Company be and it hereby 
is instituted for the purpose of enabling the Commission (1) to determine the 
actual legitimate cost of the property of Gulf Interstate Gas Company; (2) to 
determine the proper and adequate rate or rates of depreciation for such 
property; (3) to determine the fair rate of return for the Company; (4) to 
determine the proper account classification of the costs of said Company; 
(5) to determine with respect to said Company whether in connection with the 
transportation of natural gas, subject to the jurisdiction of the Commission, 
any rates or charges demanded or collected or any practices or contracts 
affecting or relating to such rates or charges are unjust, unreasonable, unduly 
discriminatory or preferential; and (6) if the Commission shall determine 
that any or all of the foregoing items have been improperly determined or 
utilized by Gulf Interstate, to prescribe (a) the actual legitimate cost of the 
property (b) the rate or rates of depreciation to be used, (c) the fair rate 
of return; (d) the account classification for Gulf Interstate’s costs, and (e) the 
basis of-the rates or charges to United Fuel Gas Company and any rules, 
regulations, practices or contracts affecting or relating to such rates or charges 
to be observed and in force. 

(B) Pursuant to the authority contained in Sections 5, 6, 8, 9, 15 and 16 of 
the Natural Gas Act, a public hearing be held upon a date to be fixed by 
further order of the Commission concerning the matters specified in paragraph 
(A) above. 

(C) Interested State commissions may participate as provided by Sections 
1.8 and 1.37 (f) of the Commission’s Rules of Practice and Procedure (18 
CFR 1.8 and 1.37 (f)). 
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Findings and order amending order issued October 3, 1952 







Bangor Gas Co. 


Docket No. G-1479 






December 28, 1955 







Bangor Gas Company (Applicant), a Pennsylvania corporation, having its 
principal place of business in Bangor, Pennsylvania, filed an application on 
August 12, 1955, for amendment of an order issued October 3, 1952, modifying 
and affirming as modified a Decision and Order of the Presiding Examiner 
issued August 4, 1952, In the Matters of Warwick Gas Corporation, et al., 
Docket Nos. G-1476, et al., 11 F. P. C. 667, which will remove the limitation 
of 541 Mcf of natural gas per day applicable to the volumes of natural gas which 
Manufacturers Light and Heat Company (Manufacturers) was directed to 
deliver and sell to the Applicant (including 116 Mcf per day to Pen Argyl Gas 
Company, now merged with Bangor). 

Manufacturers, on October 14, 1955, filed an Answer and Response to said 
application and indicated therein that it sees no good reason why Applicant 
should not be served on a basis similar to other wholesale customers who 
depend upon Manufacturers for their natural gas supply; that it has no 
objection to selling and delivering gas to Applicant on such basis or to the 
modification or interpretation of the Commission’s order of October 3, 1952, 
in such way as to accomplish the purpose of the relief sought. It further 
expressed no objection to the adoption of the amendment requested in Appli- 
eant’s application or to the issuance of an order which would impose a limita- 
tion only on the volume it is required to deliver and not on the volume it is 
authorized to deliver, or any other amendment or interpretation which has the 
effect of putting Applicant on an even basis with its other wholesale customers, 
without further hearings or proceedings. 

Due notice hereof having been published and no protest, request to be heard, 
or petition raising an issue of substance with respect to said application having 
been received, it is appropriate that this matter be disposed of without hearing, 
since it involves simply the removal of a limitation on service previously 
authorized. 

The Commission finds: 

(1) Applicant, Bangor Gas Company, owns and operates a local natural 
gas distribution system, serving the communities of Bangor and Pen Argyl. 
Pennsylvania. 

(2) Applicant is a Pennsylvania corporation legally authorized to engage in 
the local distribution and sale of gas to the public. 

(3) Manufacturers owns and operates, among other facilities, a natural-gas 
system in the States of Pennsylvania, West Virginia, and Ohio; it is engaged 
in the transportation and sale in interstate commerce of natural gas for resale, 
subject to the jurisdiction of the Commission, and is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission. 

(4) To authorize and direct Manufacturers to sell and deliver an additional 
amount of natural gas in excess of 541 Mcf per day to Applicant as requested 
will place no undue burden upon Manufacturers or require it to enlarge its 
transportation facilities for such purpose or impair its ability to render adequate 
service to its customers. 
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(5) It is necessary and desirable in the public interest that Manufacturers 
be directed to deliver and sell to Applicant at the existing physical connection of 
its facilities with those of the Applicant natural gas in excess of 541 Mcf per 
day desired by Applicant for distribution in Bangor and Pen Argyl, Pennsyl- 
vania. 

(6) It is appropriate in the public interest and to the proper administration 
of the Natural Gas Act that the order of October 3, 1952, in Docket Nos. G—1479, 
et al. be amended to permit Applicant to purchase in excess of 541 Mcf of 
natural gas per day from Manufacturers and to permit the latter to deliver 
and sell volumes in excess thereof. 

The Commission orders: 

(A) The order of October 3, 1952, in Docket No. G—1479, modifying and 
affirming as modified the Initial Decision of the Presiding Examiner, be and it 
is hereby amended to the end that the limitation of 541 Mcf of natural gas per 
day which Manufacturers was directed to deliver and sell to Applicant and Pen 
Argyl, now merged with it, and which Applicant may purchase, shall be 
eliminated and to that extent the ordering paragraph (D) of such Initial 
Decision, 11 F. P. C. at 678, shall read as follows: 

Respondent, Manufacturers Light and Heat Company, shall establish physical 
connection of its natural-gas transmission pipeline facilities near Bangor, 
Pennsylvania, with the proposed lateral pipeline facilities of Bangor Gas 
Company, authorized herein, and shall sell and deliver to Bangor Gas Company 
through such interconnection natural gas for resale and service for ultimate 
public consumption in areas now served by Bangor upon the terms and condi- 
tions of Respondent’s tariff on file with the Commission. 

(B) Manufacturers shall report to the Commission in writing, under oath, 
the date upon which it commenced to deliver additional volumes of natural gas 
to Applicant in excess of 541 Mcf per day. 

Commissioner Draper not participating. 


Order amending license (minor) 
Hal T. Hylton 
Project No. 1992 
December 28, 1955 


An application was filed on June 20, 1955, by Hal T. Hylton of Mill Creek, 
Tehama County, California, licensee for minor Project No. 1992, located on an 
unnamed creek, tributary to Guernsey Creek, in Section 10, T. 28 N., R. 5 E., 
M. D. M., in Tehama County, California, and affecting lands of the United 
States within the Lassen National Forest, for amendment of the license as 
hereinafter specified. By letter filed July 25, 1955, the licensee authorized the 
revision of Exhibit K (FPC No. 1992-1) in accordance with a print filed 
June 20, 1955. 

The application for amendment seeks to increase the capacity of the power 
plant from the authorized 24 horsepower to 45 horsepower; to enlarge the pipe 
conduit ; to relocate the dam; and to include a diversion ditch from a spring to 
the reservoir. 

The effect of the amendment, among others, will be to increase the area of 
lands of the United States occupied by the Project from 0.5 acre to 0.94 acre, 
but the minima annual charges therefor will not be increased. 
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The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Lassen National Forest, has reported favorably on the 
application. 7 

The Commission finds: 

(1) The license, amended as hereinafter provided, will not interfere or be 
inconsistent with the purposes for which the Lassen National Forest was 
created or acquired and will not alter any of the basic facts upon which the 
license was issued. 

(2) Exhibit K (FPC No. 1992-1) revised in the Commission on July 29, 1955, 
in accordance with a print filed with the application for amendment on June 20, 
1955, and a letter authorizing the revision filed July 25, 1955, conforms to the 
Commission’s rules and regulations and should be approved as part of the 
license for the project. 

The Commission orders: 

(A) The revised Exhibit K (FPC No. 1992-1), referred to in finding (2) 
above, is approved as part of the license for the project. 

(B) The license for Project No. 1992 is amended, effective as of December 1, 
1955, as follows: 

PARAGRAPH I. Paragraph (b) of the license is amended to read as follows: 

(b) Project works consisting of a 4 foot high by 12 foot wide stone-and- 
concrete diversion dam impounding water from three springs and by a 
diversion ditch 164.1 feet long from a fourth spring; and 18-inch pipe conduit 
1,527 feet in length; a 14-foot by 16-foot frame powerhouse containing a 45- 
horsepower Pelton waterwheel connected to a 31.25-kw generator; and a short 
distribution line. 

PARAGRAPH II. Paragraph (c) of the license is amended by excluding 
Exhibit K (FPC No. 1992-1) and substituting therefor the following: 

Evhibit K (FPC No. 1992—-1) A map in one sheet entitled “Minor Power 
Project of Hal T. Hylton—Mill Creek, Tehama County, Calif—Lassen National 
Forest,” signed Hal T. Hylton on January 23, 1948, and as revised in the 
Commission on July 29, 1955. 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this amendment of license. In acknowledgment of the acceptance- 
of this amendment of license, it shall be signed for the Licensee and returned: 
to the Commission within 60 days from the date of issuance of this order. 

Commissioner Draper not participating. 


Findings and order directing sale and delivery of natural gas and dismissing 
application in part 


City of Vanceburg, Kentucky 
Docket No. G—8432 
December 29, 1955 


The City of Vanceburg, Kentucky (Applicant), a municipality organized 
under the constitution and current statutes of the Commonwealth of Kentucky, 
filed an application on February 2, 1955, as supplemented on March 23, 1955, for 
an order pursuant to Section 7 (a) of the Natural Gas Act, directing the Central 
Kentucky Natural Gas Company (Central), a Columbia Gas System subsidiary, 
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to initiate natural gas service to Applicant for distribution in and near the 
City of Vanceburg. 

Applicant proposes to build approximately 6.3 miles of 6-inch pipeline from 
Central’s 20-inch pipeline in Lewis County, Kentucky, and a distribution system 
in the City. 

The area to be served by Applicant has an estimated population of 2,000. 
Applicant has estimated its annual and peak day gas requirements as follows: 


First year Third year Sixth year 





Annual requirements (Mcf) ‘ 25, 256 55, 808 71, 720 
Peak day requirements (Mcf) 519 667 


The estimated capital cost of Applicant’s proposed transmission and distri- 
bution facilities are $200,017, which it proposes to finance by issuance of 4%, 
30-year revenue bonds. 

Central filed an answer to the application on March 3, 1955, stating that 
service to Vanceburg would not impair its ability to serve its existing customers, 
and requesting the Commission to grant whatever relief it deems in the public 
interest. 

Applicant’s request that a certificate of public convenience and necessity be 
issued to it, authorizing it to construct and operate its proposed facilities, 
should be dismissed for the reason that a municipality does not require such 
authorization under the Natural Gas Act. 

It will be unnecessary for Central to construct any facilities to furnish the 
service requested, other than a meter station and connection between Central’s 
present existing transmission system and Applicant’s proposed pipeline. 

After due notice of the application herein by publication in the Federal 
Register on December 10, 1955 (20 FR 9186), no petition to intervene or 
protest to the granting of the application has been received. 

The Commission finds: 

(1) Central Kentucky Natural Gas Company, a Kentucky corporation, hav- 
ing its principal place of business at Charleston, West Virginia, is engaged in 
the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of September 7, 
1943, in Docket No. G-338. 

(2) Applicant is a municipality duly organized and existing under the laws 
of the State of Kentucky and will be engaged in the business of distributing 
and selling natural gas within the State of Kentucky. 

(3) It is necessary and desirable in the public interest to direct Central 
to establish physical connection of its transmission system with the facilities 
proposed to be constructed and operated by the Applicant, and to sell and 
deliver to Applicant natural gas under Central’s appropriate rate schedules 
on file with the Commission. 

(4) The requirement that Central serve Applicant, as proposed, will not 
place an undue burden upon Central, nor require it to enlarge its transporta- 
tion facilities for such purpose, nor impair its ability to render adequate service 
to its existing customers. 

(5) That portion of the request of Applicant that a certificate of public 
convenience and necessity be issued to it pursuant to Section 7 (c) of the 
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Natural Gas Act authorizing it to construct and operate its proposed facilities 
should be dismissed because said Act does not require a municipality to obtain 
such authorization. 

The Commission orders: 

(A) Central Kentucky Natural Gas Company be and it is hereby directed 
to establish physical connection with the facilities of Applicant, together with 
such metering, regulating, and appurtenant facilties as may be required therefor, 
and to deliver and sell natural gas to Applicant pursuant to Central’s appro- 
priate rate schedules on file with the Commission. 

(B) Central shall report to the Commission, in writing and under oath, 
the date of commencement of service to Applicant. 

(C) The portion of Applicant’s application requesting a certificate of public 
convenience and necessity pursuant to Section 7 (c) of the Natural Gas Act 
authorizing it to construct and operate its proposed facilities be and the same 
is hereby dismissed, for lack of jurisdiction. 

(D) Applicant shall be prepared to receive gas from Central, as ordered 
herein, by July 1, 1956. 

Commissioner Connole not participating. 


Order authorizing issuance of common stock 
Duke Power Co. 
Docket No. E-6652 
December 29, 1955 


Duke Power Company (Applicant), a corporation organized in New Jersey 
and operating in North Carolina and South Carolina, with its principal business 
office in Charlotte, North Carolina, filed its application on November 25, 1955, 
with amendment thereto on December 16, 1955, for an order pursuant to Section 
204 of the Federal Power Act, authorizing the issuance of 4,593,480 shares of 
common stock without par value. The consummation of this transaction will 
involve transfers on the Applicant's books of premium on common capital 
stock and of earned surplus to common capital stock and, for this reason, 
authorization is also required pursuant to Section 301 of the Act. 

The Applicant states that the proposed shares of common stock are to be 
issued pro rata to its present common stockholders upon the basis of one 
share of additional stock for each share held, so as to increase the 4,593,480 
shares outstanding to a total of 9,186,960 shares. 

The stated. value of each new:share will be $17.50, while that of the presently 
outstanding shares will be reduced from $25.00 to $17.50, so that the total stated 
value of the 9,186,960 shares after completion of the transaction will amount to 
$160,771,800. This amount classifiable in Account 200, Common Capital Stock, 
will be obtained (1) from the total stated value of $114,837,000 for the presently 
outstanding 4,593,480 shares of $25 stated value common stock, (2) by the 
transfer to the common stock account of $6,216,448 from Account 203, Premiums 
and Assessments on Capital Stock, and (3) by the transfer of $39,718,352 from 
Account 271, Earned Surplus. 

Since the premium as now recorded by the Applicant represents the excess 
of amounts received from sales of presently outstanding no par common stock 
over stated values at the times of such sales and, therefore, has a definite 
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relation to presently outstanding stock, and since the proposed reduction in 
the stated value from $25.00 to $17.50 per share and the issuance of additional 
shares will actually be a reclassification of common equity, there appears 
to be no further need for the balance in the Premium account. 

The transfer of $39,718,352 from earned surplus to the common capital stock 
account will reduce the earned surplus stated to be $62,576,748 as of September 
30, 1955 to $22,858,396. The latter amount will be sufficient for dividends for 
more than two years at the present rate. 

Applicant states that it believes the proposed transaction will facilitate the 
sale and wider distribution of its stock and will be advantageous in raising 
additional new capital, which will be necessary for the continuation of its 
construction program. 

Written notice of the application has been given to the North Carolina 
Utilities Commission, the Public Service Commission of South Carolina, and 
to the Governor of each of those States.. Notice of the application was also- 
published in the Federal Register on December 10, 1955 (20 F. R. 9186), 
stating that any person desiring to be heard or to make any protest with 
reference to the application should file a petition or protest on or before- 
December 16, 1955. No protest or petition or request to be heard in opposition 
to the granting of such application has been received. 

The Public Service Commission of South Carolina, by order entered November 
30, 1955, authorized and approved the proposed issuance of Common Stock. 

The-Commission finds: 

(1) Applicant, a corporation, owns and operates facilities, among others, 
for the transmission and sale at wholesale of electric energy which is trans- 
mitted between North Carolina and South Carolina, between North Carolina 
and Virginia, and between South Carolina and Georgia, and which is consumed 
outside of the state in which it is generated, all of which facilities are in addi- 
tion to and do not include facilities used for the generation of electric energy, 
facilities used in local distribution, or only for the transmission of electric 
energy in intrastate commerce, or facilities for the transmission of electric 
energy consumed wholly by the transmitter, and Applicant is, therefore, a public 
utility within the meaning of that term as used in Section 204 of the Federal. 
Power Act. 

(2) The proposed issuance of common stock will constitute an issue of 
securities within the provisions of Section 204 of the Federal Power. Act. 

(3) The Applicant is not organized and operating in a State under the laws 
of which its security issues are regulated by a state commission within the 
meaning of Section 204 (f) of the Act, and the proposed issuance of securities, 
therefore, is not exempt by virtue of that section from the requirements of 
Section 204 of the Act. 

(4) The proposed issuance of common stock is exempt from the competitive 
bidding requirements of Section 34.1a of the Commission’s Rules by virtue of 
subparagraph 34.1a (a) (1) thereof. 

(5) The proposed issuance of common stock as hereinafter authorized will be 
for a lawful object, within the corporate purposes of the Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by the Applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purpose. 

(6) The public notice given in this matter is reasonable. 
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The Commission orders: 

(A) The proposed issuance of common stock referred to above, upon the 
terms and conditions and for the purposes specified in the application, be and 
the same hereby is authorized, subject to the provisions of this order. 

(B) Applicant be and it is hereby authorized to transfer to Account 200, 
Common Capital Stock, the amount of $6,216,448 from Account 203, Premiums 
and Assessments on Capital Stock, and the amount of $39,718,352 from Account 
271, Earned Surplus. 

(C) This authorization shall expire unless the transaction authorized is 
consummated within 60 days from the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimates or determinations of cost which may come before 
this Commission or any other regulatory body. 

(E) Nothing in this order shall be construed to imply any guarantee or 
vbligation on the part of the United States in respect of any securities to which 
this order relates. 


Commissioner Connole not participating. 








LIST OF PRODUCER ORDERS 








APPLICATIONS OF PRODUCERS OF NATURAL GAS FOR CERTIFICATES OF PUBLIC 
CONVENIENCE AND NECESSITY WITH DISPOSAL DATES PRIOR TO JANUARY 1, 
1956 SERVICE BEGINNING PRIOR TO JUNE 7, 1954! 


PRODUCER#, DOCKET NO. G-, DISPOSI- 
AND PURCHASER# FIELD NAME TION 


DATE 


Mary Abbott: 
3141 Kentucky West Vir- 
ginia Gas Co. 
F. 8. Abercrombie: 
7239 United Gas Pipe Line 
Co. 
R. H. and C, M. Abercrombie: 
7370 United Gas Pipe Line San Patricio 
Co. 
7371 United Gas Pipe Line San Patricio 
Co. 
Acme Drilling Co. et al.: 
4518 New York State Nat- 
ural Gas Corp. 
4519 New York State Nat- 
ural Gas Corp. 
Edwin Adkins: 
7190 United Fue] Gas Co-_..- 
R. H. Adkins: 
7596 United Fue] Gas Co... 
Aldrich & Fullingim: 
4632 Odessa Natural Gaso- 
line Co. 
Algord Oil Co. et al.: 


J, F. Allen et al. lease: 
8227 Hope Natural Gas Co.. 
Alvy Oil & Gas Co.: 
5399 Hope Natural Gas Co.. 
Amerada Petroleum Corp.: 
4780 United Gas Pipe Line Jefferson Davis.| 11 30 55 
Co. 
4781 United Gas Pipe Line 
Co. 
4782 United Gas Pipe Line 
Co. 
4783 United Gas Pipe Line 
Co. 
4784 United Gas Pipe Line 
Co, 
4785 United Gas Pipe Line 
Co, 
American Liberty Oil Co. et al.: 
3659 B.and A, Pipeline Co.. 
American Republics Corp.: 
4872 Texas Eastern Trans- 
mission Corp. 
4873 Texas Eastern Trans- 
mission Corp. 
4941 Texas Eastern Trans- 
mission Corp. 
4942 United Gas Pipe Line 
Co. 
5161 Texas Eastern Trans- 
mission Corp. 
5162 Tennessee Gas Trans- 
mission Co. 


See footnotes at end of table (p. 1250). 
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PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 





AND PURCHASER# 


American Republics Corp.—Con. 
5163 El Paso Natural Gas 


Co. 


5164 Tennessee Gas Trans- 


mission Co. 


5727 Tennessee Gas Trans- 


mission Co. 


5728 El Paso Natural Gas Co. 


Amos Lease Wells 1 and 2: 


8361 Hope Natural Gas Co_- 


Martin Anderson: 


7895 Texas Gas Products 


Corp. 
Anderson Prichard Oil Corp.: 


4658 Tennessee Gas Trans- 


mission Co. 


6222 Consolidated Gas Utili- 


ties Corp. 


6223 Conselidated Gas Utili- 


ties Corp. 


6224 Consolidated Gas Utili- 


ties Corp. 
6225 Lone Star Gas Co 


ties Corp. 

6228 Warren Petroleum 
Corp. 

6229 Warren Petroleum 


Corp., et al. 


6230 El Paso Natural Gas Co. 


6231 Shell Oil Co 


Corp., et al. 
6233 Skelly Oil Co 


Corp., et al. 


6235 Phillips Petroleum Co.. 
6236 Peppers Refining Co- -- 


6237 Skelly Oil Co 


Corp., et al. 


6239 Warren Petroleum 


Corp., et al. 


6240 Peppers Refining Co- -- 
6241 Warren Petroleum 


Corp., et al. 


6242 Warren Petroleum 


Corp., et al. 


6243 Warren Petroleum 


Corp., et al. 


6244 Warren Petroleum 


Corp., et al. 


6245 Stanolind Oil & Gas Co 


6246 Warren Petroleum 
Corp. 

6247 Warren Petroleum 
Corp., et al. 


6248 Shell Oil Co 


PRODUCER#, DOCKET NO. G-, 


Langlie Mattix__..-- 


Sheridan District _ - 


Golden Trend 
Langlie Mattix 
Golden Trend-_....-- 


6226 El Paso Natural Gas Co. 
6227 Consolidated Gas Utili- 





Monument.........- 


Golden Trend Area. 


6232 Warren Petroleum 


6234 Warren Petroleum 


6238 Warren Petroleum 


Maysville..........-. 


Golden Trend Area 
Golden Trend Area. 
Golden Trend Area. 


Golden Trend Area 











See footnotes at end of table (p. 1250). 


COUNTY 


Colorado.......-. 
PIR ici crenonedd 
Calhoun... .... 


Reagan _.....-. 


Lea 


NR acenccs 


Stephens........ 
Ger cconticenpt 


aE 5. qntipoaesi 
Oklahoma.....-- 


Oklahoma....... 


Garvin 


GT ciccninnd 

















DIS- 
POSI- 


Dis. 


Dis. 


Dis. 


Dis. 


Iss. 


Iss. 


Iss. 
Iss. 
Iss. 


Iss. 


Iss. 
Iss. 


Iss. 


Iss. 
Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 





Iss. 


<— 


PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


6249 Warren 
Corp., et al. 
6250 Warren 
Corp., et al. 
6614 El] Paso Natural Gas Co 
6615 Warren Petroleum 
Corp., et al. 
6617 
6680 
6681 


Petroleum 


Petroleum 


El] Paso Natural Gas Co 

E] Paso Natural Gas Co 

6682 ElPaso Natural Gas Co 

6683 Texas Eastern 
mission Corp. 

6684 Skelly Oil Co-_-_-- 


6685 Consolidated Gas Utili- | 


ties Corp. 
6686 E] Paso Natural Gas Co 
6687 H. J. Mosser 
6688 Warren 
Corp. 


7093 Phillips Petroleum Co- 


7094 Phillips Petroleum Co- 
7095 Phillips Petroleum Co- 
7225 Warren Petroleum 
Corp., et al. 
7226 El Paso Natural Gas Co. 
8121 Stanolind Oil & Gas Co 
8123 El] Paso Natural Gas Co 
8298 United Gas Pipe Line 
Co. 
8328 Cities Service Gas Co-_. 
F. L, Andrews et al.: 
6709 United Gas Pipe Line 
Co. 
M. Anisman et al.: 
3030 
Co. 


Jackie G. and Wayne D. Anken: | 


3847 Iroquois Gas Corp 
Argo Oil Corp.: 
3218 Martinpool 
Co. 
3264 Permian Basin Pipe 
Line Co. 


Gasoline 


3282 United Gas Pipe Line | 


Co. 
3283 United Gas Pipe Line 
Co. 


Stanolind Oil & Gas Co. | 


Arkansas Louisiana Gas 





Trans- | 
| 


Anderson Prichard Oil Corp.—Con. | 


FIELD NAME 


Golden Trend Area 
Antioch 


Spraberry Trend-_.- 
Antioch 


Levelland 

Langlie Mattix...... 
Rhodes _- 

Langlie Mattix__...-| 
San Domingo 





| Velma 


| 


Cement Chicakas---| 


Langlie Mattix_.__- N. ] 


| Wadw City- 


Petroleum | 


ie 
| 


| 
| 
| 
| 
} 
| 


| 
| 


| 


| 


Monument 


Spraberry Trend__.- 
Langlie Mattix___.-- 
Rs v 

Ranieag ..c.22.ss- 

Langlie Mattix..._- 

Fullerton 

Fullerton 

Burnell 


Edmond 


Bethany 


Rodessa... . - 


| Sheridan_. 
| 


| 


| 


3286 United Gas Pipe Line | 


Co. 
Arkansas Fuel Oil Corp.: 
2712 Southern Natural Gas 
Co. 


Martin... 
Brunson -...- 
Derry..--- 
West Labbe 


a ao 


Logansport 


6190 United Gas Pipe Line | Waskom 


Co. 
Arkla Oil Co. 


6483. Arkansas Louisiana Gas | Rodessa. 


Co. 


Ark.*...- 


See footnotes at end of table (p. 1250). 





COUNTY 


ee 


Garvin 


Hockley 
Lea 
Lea 


WARaiiet casas 


Stephens 


Jim Hogg. -.- 


Lea 


| Fe ee ee 
Andrews... 
Andrews_....... 


Logan*__.. 


Panola 





%¢ £..8 BSBB BEB 


Caddo*........-} 


| Colorado 


Andrews. - .- 


Lea...-- 


Duvell®.....<s<: 


Duval* 


Miller ...... 


-----| 11 30 55 


t 








1170 


PRODUCER LIST 


GRANDFATHER CERTIFICATES—Contined 


| 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Armer Drilling Co.: 
3700 Panhandle Eastern 
Pipe Line Co. 
M. B. Armer: 
3609 Zenith Gas System, Inc. 
M. Ascher: 
8344 Arkansas Louisiana Gas 
Co. 
8369 Hassie Hunt Trust 
8370 United Gas Pipe Line 
Co. 
J. B. Atkins Estate: 
3171 Texas Eastern Trans- 
mission Corp. 
Katherine A. Atkins et al.: 
3027 United Gas Pipe Line 
Co. 
The Atlantic Refining Co.: 
3894 Altex Corp 
7309 Gulf Oil Corp 
Ayers Oil and Gas Co.: 
5466 Hope Natural Gas Co-. 
Aztex Oil and Gas Co.: 
4614 El! Paso Natural Gas Co_ 
7241 EE] Paso Natural Gas Co. 
B & A Pipe Line Co.: 
3197 United Gas Pipe Line 
Co. 
B & M Oil and Gas Co.: 
3582 New York State Natu- 
ral Gas Corp. 
Delbert Bachelor et al.: 
4680 Equitable Gas Co 
Back Gas Co.: 
2814 United Fuel Gas Co.... 
W. E. Bakke et al.: 
4424 Colorado Interstate Gas 
Co. 
Baldwin Gas Oo.: 
$114 Twin Cities Gas Co._-. 
Barcamp Gas Co.: 
7611 United Fuel Gas Co... 
Barker Gas Co.: 
8398 Hope Natural Gas Co_. 


Barker Oi] & Gas Co.: 

5601 Hope Natural Gas Co-. 
Barnos Oil & Gas Co.: 

7914 Godfrey L. Cabot, Inc. 
Barnett & Rector: 


Barnett, Sears & Young: 
5190 Texas Gas Products 
Corp. 
P. F. Barnhart et al.: 
7378 El,Paso Natural Gas 
Co. 
7379 El Paso Natural Gas 
Co. 


DISPOSI- 
TION 
DATE 


FIELD NAME 


Coo Bozarth 


Webster........- 


Hico Knowles... --.- Lincoln. -. --- 


Cotton Valley... 7 us Webster. .....--- 


Murphy District....| W. Va_..- 


Bianco Mesaverd...| N. Mex--- 


N. Mex..- 


Winds 
Cameron... .-... 


Clay District 


Pinson Layton 


Washington Dis- 
trict. 


Murphy District... 
DeKalb District___- 
Spraberry Trend_--. 


Spraberry Trend _.-.- 


See footnotes at end of table (p. 1250). 
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GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# FIELD NAME 


P. F. Barnhart et al.—Con. 
7380 El Paso Natural Gas | Spraberry 
Co. 
7381 El Paso Natural Gas | Spraberry--- 
Co. 
7382 El Paso Natural Gas | Spraberry_..-...--.- 
Co. 
7383 El Paso Natural Spraberry...--.-..-.- ardaes ill | AOONIIR nin tien 
Co. | 
7384 El Paso Natural Spraberry ___.....-- re aot UpOG....< 
Co. 
7385 El Paso Natural Spraberry ‘ x .-| Upton.... 
Co. 
7386 El Paso Natural ¢ Spraberry - wicescet! UPOERsced<s 
Co. 
7387 El Paso Natural Gas | Spraberry ‘ ...| Upton-- 
Co. 
7388 El Paso Natural Gas | Spraberry a | Reagan. 
Co. 





7389 El Paso Natural Gas | Spraberry---- a Glasscock - -.- - - 
Co. 
Barnwell & Kinzier et al.: 
3013 Arkansas Louisiana | West Bethany- --- 
Gas Co. 
3014 United Gas Pipe Line | Greenwood Waskom. Caddo-.-.- 
Co. 
3015 Arkansas Louisiana | West Bethany --- *x_......| Panola 
Gas Co. 
Ferris Barr et al., lease: 
8223 Hope Natural Gas Co Lee District... .-._- .--| Calhoun... 
Basin Natural Gas Corp.: 
8243 El Paso Natural Gas | Blanco San Juan 
Co. 
8337 El Paso Natural Gas | Blanco San Juan.......- 
Co. 
E. G. Bateman Drilling Co.: 
3299 Louisiana Natural Gas 
Corp. 
Beal Associates: 
6558 Texas Gas Preducts | Spraberry Trend-_. 
Corp. 
Ben L. Beall et al.: 
5406 Hope Natural Gas Co._| Murphy District... y. Va... Ritchie 
C. E. Beardmore: 
5579 Hope Natural Gas Co__| Grant District. _._- melt OE ccancan el 
N. M. Beardmore: 
5478 Hope Natural Gas Co__| Salt Lick District - 
Bee Gas Co.: 
3619 Godfrey L. Cabot, Inc. . Va....}| Calhoun. -..- a 
6456 United Fuel Gas Co_-_- J m sknell SPE nbssanes 
Bel Oil Corp.: 
2796 Louisiana Natural Gas 
Corp. 
Ira W. Belcher, Agent: 
2782 Equitable Gas Coe ; _...| Braxton 
M. L. Benedum: 
5187 Northern Natural Gas Haskell* 
Co. 
Mills Bennett Estate: 
2055 Texas Eastern Trans- | San Domingo-...... 
mission Corp. 


See footnotes at end of table (p. 1250). 
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PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Bennetts 
Co.: 
4515 New Yor 
tural Gas Corp. 
Benson Oil and Gas Co.: 
8399 Hope Natural Gas Co-.- 
C. E. Beymer, et al.: 
3773 Kansas-Nebraska Na- 
tural Gas Co. 
J. E. Beymer, et al.: 
2853 Northern Natural Gas 
Co 
T. E. Bickel Estate: 
8355 Hope Natural Gas Co 
8412 Godfrey L. Cabot, Inc 
Big Core Oil & Gas Co.: 
5622 Hope Natural Gas Co 
Big Run Oil & Gas Co.: 
4958 Godfrey L. Cabot, Inc 
Osias Biller: 
4442 New York State Natural 
Gas Corp. 
F. G. Bish: 
5388 Hope Natural Gas Co 
5431 Hope Natural Gas Co 
8228 Hope Natural Gas Co- 
Frank and Raymond Bixby: 
4037 Empire Gas & Fuel 
Co., Pa. 
C. 8. Black: 
8150 United Fuel Gas Co 
Black Gas Co.: 
2791 Equitable Gas Co 
7786 United Fuel Gas Co 
Geo. P. Black: 

5387 Hope Natural Gas Co 
Blaine Dunbar, et al.: 
3200 Arkansas 

Gas Co. 
Dorothy Hewit Blakeney, et al.: 
3614 Tennessee Gas Trans- 


Valley Development | 


State Na- 


Louisiana 





mission Co. 
3689 United Gas Pipe Line 
Co. 
Blalack and Walter: 
2671 Arkansas 
Gas Co. 
2673 Arkansas 
Gas Co. 
E. D. Block, et al.: 
4166 Transcontinental Gas 
Pipe Line Corp. 
Vaughn Boatright et al.: 
5602 Hope Natural Gas Co_. 
5615 Hope Natural Gas Co-- 
Harry Bohr et al.: 
5638 Hope Natural Gas Co-. 
Katie Thurman Bond: 
3834 Olin Gas Transmission 
Corp. 


Louisiana 


Louisiana 


FIELD NAME 


Benezette -- 


Union District 


Peegetem: s... -...5.. 


Hugoton 


Union District -_-- 
Sherman District_.* 


| Unnamed 


Unnamed 
Benezette 

Clay District 
DeKalb District_ -- 


Unnamed 


Unnamed. 


Warfield 


Unnamed _. 
Unnamed 


Union District 


Willow Springs 


Roche 


North Pettus_-__-..- 


Carthage 


8. Hallsville...- 


I ich Mseben 


Sherman District - -. 
Sherman District - -. 


Troy District 


ee - 


See footnotes at end of table (p.1250). 


| 
| 








COUNTY 


Barbour. - -- 


Kearny... ..-- 


Kearny... ...-- 


Calhoun -.-.. 


| Gilmer-_-- 


| Calhoun 


Elk. 


Harrison 
Harrison _. 
Harrison 


Potter - 


Mingo 


| Upshur 


Cabell - 
Ritchie 


Gregg - - 


Refugio- 


Bee* 


Panola. - 


Harrison - 


Hidalgo*. - ---- 


Calhoun. .......| 
Calhoun 





DISPOSI- 
TION 
DATE 














PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 





| 
PRODUCER#, DOCKET NO. G-, 


AND PURCHASER# 


William J. Bond: 
3255 Olin Gas Transmission 
Corp. 
Boswell Frates Co.: 
3591 Cities Service Gas Co-- 
Bowser Gas & Oil Co.: 


5547 Hope Natural Gas Co-..} 


Bracken Oil Co. et al.: 
4734 Mississippi River Fuel 
Corp. 
6883 Texas Eastern Trans- 
mission Corp. 
C. E. Braden et al.: 


5416 Hope Natural Gas Co-_| 


Brady Gas Co.: 


6011 United Fuel Gas Co...-| 


A. W. Bregg Oil Co.: 
8247 Trunkline Gas Co__...- 
Winona H. and H. C. Brinkoete: 
3694 United Gas Pipe Line 
Co. 
Britain & Weymouth: 
2681 Panhandle Eastern 
Pipe Line Co. 
Chas. W. Britton & Co.: 


5427 Hope Natural Gas Co... 


Brooks Gas Co.: 
5755 South Penn Natural 
Gas Co. 
George R. Brown: 
6740 United Gas Pipe Line 
Co. 
H. L. Brown: 
5160 United Gas Pipe Line 
Co. 
Herman and G. R. Brown: 


6884 United Gas Pipe Line 


Co. 
J. F. Brown: 


4646 Columbian Carbon Co- 
4647 United Fuel Gas Co___-| 


Joe W. Brown: 


3839 United Gas Pipe Line | 


Co. 
Lexia Buchanan et al.: 
3864 Tennessee Gas Trans- 
mission Co. 
Buckhorn Gas Co.: 


5574 Hope Natural Gas Co--| 


Bolburgy & Marshall: 
8536 Otto Nellie Oi] & Gas 
Co. 
Burks Gas Co.: 
7321 United Fuel Gas Co__-_. 


Burnett & Cornelius: 


6738 Cities Service Gas Co... 


C. P. Burton: 
4006 Lone Star Gas Co 


Tryon Sporn 


| 
ideal | 3 14 55 | Iss. 
| | 
Wetton 2 21 55 | Iss. 
| | 


Yellow Creek 


Murphy District_._- 


Laurel Hill District -| 


BE i Pasa ek San Patricio.._.| 10 


| West Panhandle--_- 


Union District. -.... 


| Grant District 


Harts Creek Dis- 











1 
---| 11 30 55 | Iss. 

| | 
7 55 | Iss. 

| 
wecaccancceun] 697 0 | Im 

| 
beccsechicbateal 1 18 55 | Iss. 

| 

piccnchaheascnicil } 411 55} Iss. 
Sinead 11 8 55 | Iss. 

i 
chdadittbas 11 8 55 | Iss. 
Setacsteiate 9 16 55 | Iss 
ees 6 255 | Iss 
aiseetialiciel 2 11 55 | Iss 
s----| 211 55 | Iss 
bees 6 27 55 | Iss 
Be crane ad 10 4 55 | Iss. 
iia cared 7 13 55 | Iss 
k deca es 10 4 55 | Iss. 
iki ashi | 10 17 55 | Iss. 
tice dis 10 4 55 | Iss. 
Mixed! 10 11 55 | Iss. 


North Brady 
See footnotes at end of table (p. 1250). 
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1 


| 

| pISPOSI- | DIS- 
| ION | POSI- 
| DATE | TION? 









































| 411 55 | Iss. 








_..-| 419 55 | Iss. 
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PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Busch & Ferrell: 
5555 Hope Natural Gas Co._ 
Maxwell Busch: 
3704 South Penn Natural 
Gas Co. 
N. G. Busch: 
5397 Hope Natural Gas Co-. 
W. H. Busch: 
5656 Hope Natural Gas Co.. 
E, L. Bush: 
3801 Pittsburgh and West 
Virginia Gas Co, 
Elmer Bush Gas Co.: 
5516 Hope Natural Gas Co.. 
Bush Hall Gas Co.: 
5531 Hope Natural Gas Co-.-_. 
J. R. Bush Gas Co.: 
5523 Hope Natural Gas Co.. 
H. C. Buzzard Gas Co. et al.: 
5540 Hope Natural Gas Co.. 
B. G. Byars: 
2726 Lone Star Gas Co 
B. G. Byars Drilling Co.: 
2727 Lone Star Gas Co 
Byrd Gas Co.: 
8161 Hope Natural Gas Co-- 
M. F. Cain et al.: 
3142 United Gas Pipe Line 
Co. 
Everett Cain: 
5514 Hope Natural Gas Co-- 
Leonard Cain et al.: 
5647 Hope Natural Gas Co.. 
The Calana Corp.: 
2850 Montana Dakota Utili- 
ties Co. 
Caldwell Gas Co.: 
7743 South Penn Natural 
Gas Co. 
F, A. Callery, Inc.: 
2794 Texas Gas Corp-.-.....-. 
Camp Oil & Gas Co.: 
5434 Hope Natural Gas Co-. 
Cameron Oil & Gas Co: 
2965 South Penn Natural 
Gas Co. 
2966 South Penn Natural 
Gas Co, 
2967 South Penn Natural 
Gas Co. 
2968 United Fuel Gas Co-... 
2969 United Fuel Gas Co-..- 
2971 South Penn Natural 
Gas Co. 
2972 Watson Oil & Gas Co-. 


2973 Watson Oil & Gas Co-. 
2974 South Penn Natural 


Gas Co. 
5465 Hope Natural Gas Co_. 








FIELD NAME 


Sheridan District... 2 VGuiid 


Center District or 


LR ece 


Glenville District... 


Troy District 
DeKalb District... 
Sherman District... 


Murphy District .... 


Murphy District _... 


Bethany 


Sheridan District...| W. Va...- 


Center District a Wsaes 


Anticline 


West Big Hill 
Union District 
Elk District 


Washington Dis- 
trict. 

Washington Dis- 
trict. 

Scott District 

Jefferson District... 

Washington Dis- 
trict. 

Washington Dis- 
trict. 

Washington Dis- 
trict. 

Elk District 


Crook District. ..... 


See footnotes at end of table (p. 1250). 


2 55 
2 55 
2 55 
2 55 
2 55 
2 55 


9 255 





PRODUCER LIST 
GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Cameron Producing Co.: 
2970 Shale Gas Co Union District 
Campbell Gas Co.: 
2844 United Fuel Gas Co....| Lowenstein 
Campbells Creek Gas Co.: 
3745 United Fuel Gas Co...- 
Perryville Well: 
2845 United Fuel Gas Co....| Perryville 
7860 South Penn Natural | Curry District.....-. 
Gas Co. 
Candado Production Co.: 
2825 El Paso Natural Gas 
Co. 
Cantees Gas Co.: 
6460 United Fuel Gas Co-...- 
Carder Oil & Gas Co. et al.: 
5549 Hope Natural Gas Co..| Murphy District_._. 
Robert Cargill et al.: 
5938 Arkansas Louisiana | Carthage 
Gas Co. 
Carnegie Natural Gas Co.: 
5394 Hope Natural Gas Co..| DeKalb District-_-___ 
5395 Hope Natural Gas Co..| Center District 
5432 Hope Natural Gas Co..| Center District 
5582 Hope Natural Gas Co..| Unnamed : ..| Monongalia. 
5606 Hope Natural Gas Co.. . Va. Ritchie 
Volley Carper et al.: 
5636 Hope Natural Gas Co_.| Lee District ‘ Calhoun 
5641 Hope Natural Gas Co..| Lee District......... ‘ .-| Calhoun 
A. Plack Carr: 
6936 Cities Service Gas Co..| Hugoton 
F. W. Carr et al.: 
6878 Tennessee Gas Trans- 
mission Co. 
Carr Gawthrop Oil and Gas 
Products Co.: 
8177. Hope Natural Gas Co..| Sardis District. _-..- 
'W. P. Carr et al.: 
7165 El Paso Natural Gas | Mesa Verde N. Mex... 
Co. 
Claude M, Carroll et al.: 
2745 El Paso Natural Gas N. Mex... 
Co. 
Carroll Morris lease: 
5544 Hope Natural Gas Co..| Sheridan District...; W. Va_...| Calhoun......../ 4 11 55 
A. W. Carter lease et al.: 
4804 Equitable Gas Co Salt Lick District__- 
‘The Carter Oil Co.: 
4551 Mississippi River Fuel 
Corp. 
4552 Mississippi River Fuel 
Corp. 
4553 Olin Gas Transmission 
Corp. 
4554 United Gas Pipe Line 
Co. 
4556 Arkansas Louisiana Gas 
Co. 
4799 Kansas-Nebraska Nat- | Big Springs Pool-_..- 
ural Gas Co. 


See footnotes at end of table (p. 1250). 
468917—59——_77 


Iss. 
Iss 
Iss. 
Iss. 
Iss. 
Iss. 
Iss 
Iss. 
Iss," 
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PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


The Carter Oi] Co.—Con. 
4803 Kansas-Nebraska Nat- 
ural Gas Co. 
4861 Colorado Interstate Gas 
Co. 
4862 Montana Dakota Util- 
ities Co. 
4863 Universal Gasoline Co-. 
Harry Carver: 
3792 Panhandle 
Pipe Line Co. 
D. C. Casey et al.: 
$105 Shamrock Oil & Gas 
Corp. 
Dennis L. Cather et al.: 
3986 Equitable Gas Co 
Caulley Gas Co.: 
2782 Equitable Gas Co 
G. T. Cazort Estate: 
3158 Fort Smith Gas Corp. 
Chafin Land Co.: 
4617 Columbian Carbon Co. 
Charleys Branch Gas Co.: 
7606 United Fuel Gas Co.._. 
M. B, Chastain et al.: 
3024 Southern Natural Gas 
Co. 
4681 Texas Gas Transmis- 
sion Corp. 
H, J. Chavanne et al.: 
6309 Texas Eastern Trans- 
mission Corp. 
Chicago Stock Yards Research 
Co.: 
6256 United Gas Pipe Line 
Co. 
H. L, Choate et al.: 
8066 United Gas Pipe Line 
Co. 
Christie Mitchell & Mitchell Co.: 
7327 Tennessee Gas Trans- 
mission Co. 
7328 Texas Eastern Trans- 
mission Corp. 
7329 Tennessee Gas Trans- 
mission Co. 
7330 Tennessee Gas Trans- 
mission Co. 
7332 Tennessee Gas 
mission Co. 
7333 Tennessee Gas 
mission Co. 
7334 Tennessee Gas 
mission Co. 
7335 Texas Eastern 
mission Corp. 
7336 Tennessee Gas 
mission Co, 


Eastern 


Trans- 


Trans- 


Trans- 


Trans- 


Trans- 


Doyle Pool 


Hugoton 


West Panhandle. -...| Tex 


Flemington District Wi Vai... 


Tridelphia District.; W. Va.-.. 


Unnamed 


North Houma 


Breeden 


Sal Vieja 
Sal Vieja 


Dukers Prairie 


See footnotes at end of table (p. 1250). 


DISPO“I- 
TION 
DATE 


DIS- 
POSsI- 
TION 2 


10 14 55 | Iss. 

Iss, 

Iss. 

Stephens Iss. 


Stevens Iss, 


Taylor 


Ritehie......... 


Logan 
Lincoln. ........ 


De Soto 


Terrebonne. . 


eee 


Austin 

Colorado 

inks denos 
Willacy .......- 
Montgomery -.-- 


Colorado 





PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# COUNTY 


Christie Mitchell & Mitchell 
Co.—Continued 
7337 Tennessee Gas Trans- | Orange Hill 
mission Co. 
7838 Tennessee Gas Trans- | New Ulm 
mission Co, 
7839 Texas Eastern Trans- | Brandt 
mission Corp. 
7340 Texas Eastern Trans- | Arneckeville--....... 
mission Corp. 
7341 Trunkline Gas Co. 
©. F. Chrisman: 
3258 Equitable Gas Co 
3259 Equitable Gas Co 
3260 Equitable Gas Co ‘ Braxton......... 
3261 Equitable Gas Co ‘ Ke Braxton... __.- 
5448 Hope Natural Gas Co... . Va....| Braxton 
Cities Service Gas Producing Co.: 
2737 Cities Service Gas Co_.| Guymon Hugoton_-_| Okla.*_-... 
Cities Service O#-Co. et al.: 
4579 Northern Natural Gas | Greenwood..........| Kans.*_... 
Co. 
Clardy & Barnett et al.: 
3715 Tennessee Gas Trans- : San Patricio..... 
mission Co. 
Clark Gas Co.: 
7252 South Penn Natural . Va. Putnem......... 
Gas Co. 
Thomas A. Clark et al.: 
5517 Hope Natural Gas Co.. 
Clay GasCo.: 
7323 United Fuel Gas Co.._. 
Clayton Key Oil & Gas Co.: 
5271 Coltexo Corp. 
Clearfield Development Corp.: 
4525 New York State Nat- 
ural Gas Corp. 
Clear Fork Gas Co.: 
3889 United Fuel Gas Co... 
Clifton Loudin Oil & Gas: 
3705 Carnegie Natural Gas 
Co. 
Clinton Henry: 
7450 Dorchester Corp 
Coal Drilling Co.: 
8322 United Natural Gas 
Co. 
John G. Cochran & Co.: 
6522 Pennsylvania Gas Co..} Middle.............. 
Phil K. Cochran: 
3272 United Gas Pipe Line | Cotton Valley 


eR FF F 


BR RRRRE F 








3028 Texas Eastern Trans- | Helen Gohlke 
mission Corp. 
H. H. Coffield: 
8046 Texas Eastern Trans- | Weesatche 
mission Corp. | 


See footnotes at end of table (p. 1250). 
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PRODUCER ‘LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


8. R. Cohagan: 
3192 Texas Illinois Natural 
Gas Pipe Line Co. 
H. 8S. Cole, Jr. et al.: 
5144 Texas Northern Gas 
Corp. 
Coleman Gas Co.: 
71 Equitable Gas Co._.._. 


J. Howard Coleman: 
5628 Hope Natural Gas Co-_. 
Collective Gas Co.: 
8352 Hope Natural Gas Co-. 
C. I. Collins: 
8084 Carnegie Natural Gas 
Co. 
Willie Collins Agent: 
8367 Hope Natural Gas Co-- 
Colonial Oil Co.: 
6128 Sinclair Prairie Oil Co-- 
Colorado Interstate Gas Co.: 
3862 Northern Natural Gas 
Co. 
Colorado Oil & Gas Corp.: 
7393 Tennessee Gas Trans- 
mission Co. 
Columbian Carbon Co.: 
7074 Hope Natural Gas Co_. 
Columbian Fuel Corp.: 
4560 Texas Gas Transmis- 
sion Corp. 
JEW. Colvin et al.: 
3273 Tennessee Gas Trans- 
mission Co. 
Commercial Coal & Coke Co.: 
5446 Hope Natural Gas Co_. 
K. B. Compression Co., Inc et al.: 
3914 Lone Star Gas Co-_-.-.-- 
Gordon M. Cone: 
3902 Permian Basin Pipe 
Line Co. 
F. R. Cane: 
7748 El Paso Natural Gas Co. 
8. E. Cone et al.: 
7749 Stanolind Oil & Gas Co- 
7750 Skelly Oil Co 
Congor Gas & Oil Co.: 
4517 New York State Natu- 
ral Gas Corp. 
John R. Conklin: 
5590 Hope Natural Gas Co. 
C. L. Connolly Gas Co. et al.: 
5573 Hope Natural Gas Co. 
©. 8. Connolly Gas Co. et al.: 
5609 Hope Natural Gas Co 
5613 Hope Natural Gas Co_. 


FIELD NAME 


ess candsoucn 


8. Lewisburg-.-_.__- 


Buckhannon 
District. 


Unnamed 


Clay District 


Clay District_..-.-.- 


Sheridan District. 
East Texas 


Hugoton 








Slaughton 
Tubdo Have.....__* 


Troy District __-....- 


Troy District ----...- 
Troy District 


See footnotes at end of table (p. 1250). 


DISPOSI- | DIS- 
TION POSI- 
DATE | TION? 


12 8 4 


..| Gilmer Iss. 


Ritehie.........] 7 13 55 | Iss, 


Ritchie. ........| 10 11 55 | Iss, 


Calhoun Iss, 
Gregg* Wtd. 


Finney* Wtd. 


Harrison* 


Kanawha’*-..... 


Panola 





PRODUCER LIST 


GRANDFATHER CERTIFICATES—Oontinued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Z.N. Connolly et al.: 
5469 Hope Natural Gas Co._} Sherman District_.- - Va....| Calhoun. --....- 
5506 Hope Natural Gas Co._| Sherman District--- ‘ ; Calhoun... -...... 
5522 Hope Natural Gas Co..| Sherman District... . Va....| Calhoun. -....... 
5539 Hope Natural Gas Co..| Center District 
5546 Hope Natural Gas Co..| Sherman District__-. 
5551 Hope Natural Gas Co._| Sherman District_--. 
5553 Hope Natural Gas Co..| Sherman District-_- 
Conservation Oil & Gas Co.: 
5396 Hope Natural Gas Co..| DeKalb District 
Continental Oil Co.: 
5769 Grimes, Otha H 
5771 Grimes, Otha H 
5773 Grimes, Otha H-.--. 
5775 Grimes, Otha H.... 
5777 Grimes, Otha H.... 
5779 Grimes, Otha H 
5802 Phillips Petroleum Co.. 
5806 Shamrock Oil & Gas 
Corp. 
6348 United Gas Pipe Line | Slick Wilcox---._..-- 
Co. 
6354 United Gas Pipe Line | Eugene Island_-_...- 
Co. 
6356 United Gas Pipe Line 
Co. 
Cooper Gas Co.: 
7612 South Penn Natural 
Gas Co. 
8. A. Corbin: 
7284 Carnegie Natural Gas 
Co. 
D. W. Cork: 
5445 Hope Natural Gas Co. 
Jerry Covington: 
7685 El Paso Natural Gas 
Co. 
E. L, Cox: 
7232 Lone Star Gas Co..-...- 
Ira J. Cox: 
5296 Manufacturers Light | Menallen Town- 
& Heat Co. ship. 
Rupert Cox: 
3182 Texas Eastern Trans- | Albrecht_........... 
mission Corp. 
Crabbe Oil & Gas Co.: 
7913 Godfrey L. Cabot, Inc. be 10 11 55 
R. E. Crawford: 
4225 Panhandle Eastern 3 21 55 
Pipe Line Co. 
GQ. B. Cree et al.: 
7760 Livetex Gas Co........- “ 5 18 556 | Wtd. 
Creslenn Oil Co. et al.: 
3048 Lone Star Gas Co 2 28 55 | Iss. 
Fugena OCriles Gas Co. et al.: 
2875 Equitable Gas Co _ 12 13 54 | Iss. 
8. M, Criss Lease: 
5550 Hope Natural Gas Co... ea ; Waka 41) 55 | Iss. 


See footnotes at end of table (p. 1250). 
















PRODUCER#, DOCKET NO. G-, 


John H. Crichton et al.: 
3601 United Gas Pipe Line | Carthage. 
Co. 
Chioe Crouse et al.: 



















Clay 8. Crouse et al.: 
Crow Drilling Co., Inc., et al.: 


Co. 
B,J. Crowley: 
4653 Manufacturers Light & | Unnamed 
Heat Co. 
Thomas Crowley: 





E. A. Culbertson, et al.: 


Co. 
6717 El Paso Natural Gas | Jalmat 
Co. 
Cumberland Gas Corp.: 
3245 South Penn Natural | Unnamed 
Gas Co. 







Cunningham & Sweeney: 
7365 Cumberland Allegheny | Unnamed 
Gas Co. 
Cunningham Oil & Gas Co.: 


T. V. Cunningham Gas Co.: 


Curry Gas Co.: 
5757 South Penn Natural | Perrytown 
Gas Co. 
5758 South Penn Natural | Perrytown 
Gas Co. 
Dacresa Corp.: 
6561 El Paso Natural Gas | Blanco 
Co. 
M., E. Daniel: 
2781 Lone Star Gas Co-----.. Regular. 
Danube Oil Co.: 











Co. 
J. F. Darby Estate: 
3178 Consolidated Gas Util- | Chickasha 


ities Corp. 

3237 Oklahoma Natural Gas | Chickasha 
Co. 

3238 Public Service Co., of | Chickasha 
Oklahoma. 


Marine P. Darby: 
“8172 Consolidated Gas Util- | Chickasha 
ities Corp. 
Lester Davidson & Co.: 


E, M. Davis: 


Co. 
See footnotes at end of table (p. 





1250). 





1180 PRODUCER LIST 


GRANDFATHER OERTIFICATES—Continued 


AND PURCHASER# FIELD NAME 


3003 Equitable Gas Co-.-_-..-. Birch District 
3906 Equitable Gas Co.-....- Birch District....... 


4355 United Gas Pipe Line | Greenwood Waskom.. 


4655 Godfrey L. Cabot, Inc.) Sheridan District -- 
6716 Ei Paso Natural Gas | West Dollarhide....| N. Mex_-- 


N,. Mex... 


8531 United Fuel Gas Co....| Beaver Creek.......| Ky-.---.--| Floyd........--- 10 11 55 | Iss. 


5435 Hope Natural Gas Co_.| Murphy District_..- 
5534 Hope Natural Gas Co_.| Murphy District_--- 


7898 Godfrey L. Cabot, Inc..| Murphy District-... 


6425 El Paso Natural Gas | W. Kutz Pictured... 


4130 Carnegie Natural Gas Co.| Center District 


2849 Southwest Natural Gas | Gwinville..-.....-.-..- 








DISPOSI- | DIS 
TION POSsI- 
DATF | TION? 








































isanscilnniatiaee 10 14 55 } Iss. 











Rio Arriba*_-_.- 







pedis. Eastland®._..--- 






















San Juan.-.....- 


PRODUCER LIST 1181 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, DISPOSI- | DIS- 
AND PURCHASER# ¥ TION POSI- 
DATE | TION? 


C, O. Davis, et al.: 
6556 Odessa Natural Gaso- 
line Co. 
Geo. H. Davis: 
3194 Zenith Gas System, Inc. 
Davis Kelly Oil Co.: 
5569 Hope Natural Gas Co._} Grant District ; ..| Ritchie 
5624 Hope Natural Gas Co__| Grant District . ...| Ritchie 
5634 Hope Natural Gas Co__| Grant District . Va_...} Ritchie. 
Davis McDaniel & Beecher: 
4633 Pecos Co 
Davis Oil Co.: 
7315 Kansas-Nebraska Nat- 
ural Gas Co. 
Thomas J. Davis: 
5409 Hope Natural Gas Co-.. 
7876 Godfrey L. Cabot, Inc.. 
Dealmax Oil Co.: 
8800 Arkansas Louisiana 
Gas Co. 
Dean Gas Co.: 
7613 United Fuel Gas Co.... 
F. 8. Deem: 
8316 Hope Natural Gas Co.. 
Deep South Oil Co. of Texas: 
2952 Texas Gas Corp. 
Deerfield Petroleum, Inc.: 
3603 Cities Service Gas Co.. 
W. A. Delaney, Jr.: 
2740 Lone Star Gas Co 
2797 Lone Star Gas Co 
3212 United Gas Pipe Line 
Co. 
Delaware Gas Co.: 
2938 Cumberland Allegheny 
Gas Co. 
3587 Equitable Gas Co 
Delfern Oil Co.: 
7936 Lion Oil Co 
Delhi Oil Corp.: 


Delta Drilling Co. et al.: 
3040 Texas Gas Transmis- 
mission Corp. 
3041 Trunkline Gas Co. 
3042 Texas Gas Transmis- 
sion Corp. 
3063 Arkansas Louisiana 
Gas Co. 
4082 Southern Natural Gas 
Co. 
Delta Gulf Drilling Co.: 
6331 Texas Gas Transmis- 
sion Corp. 
Dempsey Gas Co.: 
2961 United Fuel Gas Co... 
Gilbert M. Denman et al.: 
4038 Texas Illinois Natural 
Gas Pipe Line Co, 


See footnotes at end of table (p. 1250). 





1182 PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G , DISPOSI- | DIs- 
AND PURCHASER# TION POSsI- 
DATE | TION? 


Dens Run Oil & Gas Co.: 
5597 Hope Natural Gas Co.. 
Denver Oil & Gas Co.: 
3838 Manufacturers Light 
and Heat Co. 
Diamond Oil & Gas Co.: 
5437 Hope Natural Gas Co...| Murphy District_... 
Dodd & Duffield: 
5512 Hope Natural Gas Co..| Washington Dis- 
trict. 
C. C. Dodd, et al.: 
5511 Hope Natural Gas Co..| Otter District 
Dodd Oil & Gas Co.: 
8203 Hope Natural Gas Co..| Sherman District - _- * Calhoun. ......-. 
Boyce Dodson, et al.: 
4352 Carnegie Natural Gas | Central District L Doddridge 
Co. 
Dog Run Oil & Gas Co.: 
5528 Hope Natural Gas Co....| Murphy District.... 
Doham Gas Co.: 
4883 Manufacturers Light | McClellan District... 
and Heat Co. 
8173 Hope Natural Gas Co..| New Milton Dis- 


Donnell Drilling Co.: 
78090 El Paso Natural Gas 
Co. 
Dorchester Corp.: 
4907 Natural Gas Pipe Line 
Co. of America. 
5705 Panhandle Eastern Pipe 
Line Co. 
5706 Panhandle Eastern 
Pipe Line Co. 
Dotson Branch Gas Co.: 
7796 United Fuel Gas Co.... 
James Doughty, et al.: 
7997 United Gas Pipe Line 
Co. 
M. G. Drake Gas Oo.: 
7877 Godfrey L. Cabot, Inc..| Murphy District.... 
Drake Oil & Gas Co.: 
7886 Godfrey L. Cabot, Inc..| Murphy District....} W. Va--.-.. 
Drilling and Exploration Co., Inc. 
3203 Southwest Gas Produc- TA suecssd 
ing Co. 
3204 United Gas Pipe Line 


3206 Mississippi River Fuel 
Corp. 

3207 Permian Basin Pipe 
Line Co. 

3208 Tennessee Gas Trans- 
mission Co. 

James P, Drappleman, et al.: 
8499 Hope Natural Gas Co_. 


See footnotes at end of table (p. 1250). 





PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Seott Duffield, et al.: 
5532 Hope Natural Gas Co.. 


5542 Hope Natural Gas Co-. 


5559 Hope Natural Gas Co-. 
5580 Hope Natural Gas Co_. 
Geo. L. Duncan, et al.: 
5439 Hope Natural Gas Co.. 
Dunigan & Huval: 
6496 Dorchester Corp-........ 
Dunn-Mar Oil & Gas Co.: 
4489 Manufacturers Light 
and Heat Co. 
4490 Manufacturers Light 
and Heat Co. 
4491 Hope Natural Gas Co. 
4492 Hope Natural Gas Co. 
4493 Hope Natural Gas Co. 
4494 Hope Natural Gas Co. 


4495 Hope Natural Gas Co... 


4496 Carnegie Natural Gas 
Co. 

4497 Carnegie Natural Gas 
Co. 

4498 South Penn Natural 
Gas Co, 

4499 South Natural 
Gas Co. 

4500 South Natural 
Gas Co. 

4501 South Natural 
Gas Co. 

4502 South Natural 
Gas Co. 

4508 South Penn Natural 
Gas Co. 

4504 South Penn Natural 
Gas Co. 

Duquesne Natural Gas Co.: 

7564 Westinghouse Electric 
Corp. 

Eagon Robinson Oil & Gas Co.: 
8357 Hope Natural Gas Co.. 
8366 Hope Natural Gas Co.. 

Eastern Kentucky Exploration 

Co.: 
3513 United Fuel Gas Co. 
3514 United Fuel Gas Co._... 
Eddy Refining Co.: 
7698 Texas Gas Corp 
7699 United Gas Pipe Line 
Co. 

. H, Edington Estate. 

8158 Hope Natural Gas Co.. 

Edsel Gas Co.: 

7615 United Fuel Gas Co...-. 


Washington Dis- 
trict. 

Washington Dis- 
trict. 


Cass District 

Troy District _...... 

Proctor District 

Mannington  Dis- 
trict, 

Washington  Dis- 
trict. 

Cameron District... 

Clay District. 

Clay District_.....-. 

Clay District_...... 

Grant District_..... 

Grant District 

Clay District 

Clay District 


Clay District 


, i, = 


Harvey District 
Harvey District..... 


See footnotes at end of table (p. 1250). 
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1184 PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 

































PRODUCER#, DOCKET NO. G-, 


DISPOSI- | DIS- 
AND PURCHASER# 


TION PosI- 
DATE | TION? 






A. B. Edwards: 
4675 Southwest Gas Pro- 
ducing Co. 
Edwards Oil & Gas Co.: 
5491 Hope Natural Gas Co... 
Elkins Branch Gas Co.: 
7607 South Penn Natural 
Gas Co. 
Davis Elkins: 
8540 United Fuel Gas Co.... 
Elliott Cain Gas Co.: 
4365 South Penn Natural 
Gas Co. 
8. N. Elliott: 
8180 Hope Natural Gas Co.. 
W. E. Elliott: 
7233 United Fuel Gas Co... 
Elm Oil & Gas Corp.: 
6063 Colorado Interstate 
Gas Co. 
Emery Gas Co.: 
7592 South Penn Natural 
Gas Co. 
The Empire Gas Co.: 
5444 Hope Natural Gas Co... 
Empire 011 Co.: 
5421 Hope Natural Gas Co-.. 














Geary District...... 





DeKalb District.... 






Manning District... 






Island Creek........| Ky...----- 










Grant District--....-. 








































New Milton Dis- 
trict 
Grant District... .... 


Doddridge- ...-- 4 11 55 | Iss. 











5450 Hope Natural Gas Co.. 
O, F. Engel Agent: 
3262 Cumberland & Alle 
gheny Gas Co. 
3263 Godfrey L. Cabot, Inc 
5545 Hope Natural Gas Co-.- 
Equitable Gas Co.: 
7260 Hope Natura] Gas Co..| Southwest District.| W. Va....| Doddridge--._.-. 10 17 55 | Iss. 
August Erickson et al.: 
4032 United Gas Pipe Line 
Co, 
Ethel Gas Co.: 
7603 United Fuel Gas Co_...| Unnamed_--..-.....-- 
J. P. Evans et al.: 
3268 United Gas Pipe Line | Baxterville.......--- ed 
Co. 
3269 United Gas Pipe Line | Baxterville-..-....---- 
Co. 
Evans Oi] & Gas Co.: 
5575 Hope Natural Gas Co. 
7361 Kentucky West Vir- 
ginia Gas Co. 
Fain & McGaha: 
2842 Lone Star Gas Co......| Moran............-.| Tex.-...--| Callahan.......- 11 15 54 | Dis. 
Ralph E. Fair, Inc.: 
6216 Tennessee Gas Trans- | Magnolia City......| Tex......-| Jim Wells.-...-- 12 23 55 | Iss. 
mission Co. 
Ralph E. Fair: 
255 Trunkline Gas Co......| Columbus...........| Tex.......| Colorado-......-- 4 1 55 | Iss. 
Fairfax Oil & Gas Co.: 
8532 United Fuel Gas Co....| Unnamed_..........1 W. Va_-...i Cabell. .....-..- 10 4 55 | Iss. 


See footnotes at end of table (p. 1250). 


Doddridge......| 4 11 55 | Iss, 







eceeeccenes . ---o-----| 12 30 54 | Iss. 
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Murphy District... . A ee 7 13 55 | Iss. 
Toms Creek.......- a soccuncey BO Es GT 










































PRODUCER LIST. 


GRANDFATHER CERTIFICATES—Continued 


a 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Fairman Drilling Co.: 
4506 New York State Nat- 
ural Gas Corp. 
Faith Oil & Gas Co.: 
8554 Hope Natural Gas Co... 
Falcon Drilling Co., Inc. et al.: 
7367 Lone Star Gas Co 
Falcon Oil Corp.: 
7896 Phillips Petroleum Co 
Carolyn E. Farr: 
5449 Hope Natural Gas Co. . 
Farrell & Co. of Louisiana: 
4324 United Gas Pipe Line 
Co. 
Federal Gas Corp.: 
7766 United Fuel Gas Co.... 
D. D. Feldman Oil & Gas Co.: 
6954 Texas Natural Gasoline 
Corp. 
Felmont Oi] Corp.: 
6939 Manufacturers Light 
and Heat Co. 
Fez Gas Co.: 
6012 United Fuel Gas Co.... 
Fiddler Taylor Gas Co. et al.: 
5630 Hope Natural Gas Co-- 
Leland Fikes: 


8096 Phillips Petroleum Co-.. 


8101 Shell Oil Co 
8102 Shell Oil Co 
Finance and Service Co., Inc.: 
6549 Ohio Fuel Gas Co 
Finch & Snyder Oil and Gas Co.: 
4574 South Penn Natural 
Gas Co. 

4575 South Penn Natural 
Gas Co. 

5456 Hope Natural Gas Co-. 

John G, Findlater: 

3050 Montana Dakota Util- 
ities Co, 

J. F. Flanigan: 

4524 New York State Natu- 
ral Gas Corp. 

Ledford and Webster Flint: 

5452 Hope Natural Gas Co.. 

Flint Rock Oil & Gas Co.: 

3054 United Fuel Gas Co-... 

Floyd Gas Co.: 

6476 South Penn Natural 
Gas Oo. 

Fluharty Riddle Oil & Gas Co.: 
4970 Penova Interests... ...- 
4971 Godfrey L. Cabot, Inc. 

Paul J. Fly et al.: 

4559 Trunkline Gas Co 


Benezette 


Collins District.....| W. Va_-.- 
Helvey Pork 


Shafton Late 


Mulder Oil Creek... 


Benezette 


Union District 
Glenville District. _. 


Goldsmith 
Witcher 


Ten Mile District.../ W. Va..-. 


Ten Mile District...| W. Va... 


Ten Mile District...| W. Va.... 


Ten Mile District...| W. Va.... 


Ritchie. 
Ritchie 


Terrel Point Goliad 


See footnotes at end of table (p. 1250). 





1186 PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, DISPOSI- | DIS- 
AND PURCHASERs TION POSsI- 


DATE | TION? 


E. E. Fogelson: 
$127 Texas Gas Products ‘ Upton..........| 10 7 55 
Corp. 
8128 El Paso Natural Gas 
Co. 
8129 Stanolind Oil and Gas 
Co. 
Fogle & Hupp Gas Co.: 
5525 Hope Natural Gas Co..| Sherman District... 
J. D. Foley: 
3168 Equitable Gas Co W. Union District. Doddridge. -...-. 
5438 Hope Natural Gas Co_.| Union District Doddridge--...-. 
Dee Forehand: 
3052 El Paso Natural Gas 
Co, 
Forest Oil Corp. et al.: 
7227 Tennessee Gas Trans- os Cameron 
mission Co. 
7347 United Gas Pipe Line “ he WE nsceced 
Co. 
T. J. Foster: 
8124 El Paso Natural Gas ° Rio Arriba 
Co. 
Fourway Oil & Gas Co.: 
6970 Godfrey L. Cabot, Inc..| Washington Dis- 
trict. 
E.F. and Alice C. Fox: 
3179 Montana Dakota Util- 
ities Co. 
Floyd Fox et al, lease: 
8219 Hope Natural Gas Co..| Sheridan District. - 
Fox Oil & Gas Co.: 
5538 Hope Natural Gas Co..| McKim District -... 
E, ©. Frederick et al.: 
5497 Hope Natural Gas Co..| Murphy District _-.- 
Freeman Gas Co.: 
7744 United Fuel Gas Co.... 
The Fremont Petroleum Corp.: 
3900 Northern Utilities Co... 
French Creek Oil & Gas Co.: 
5414 Hope Natural Gas Co.. 
L. D. French: 
2669 Texas Illinois Natural 
Gas Pipe Line Co. 
2677 Tennessee Gas Trans- 
mission Co. 
Freshour Gas Co.: 
3160 Ohio-West Virginia Oil 
& Gas Co. 
J. M. Frost, Jr., et al.: 
3684 Texas Gas Corp 
3690 Texas Gas Corp 
Fullerton Oil & Gas Corp.: 
3972 El Paso Natural Gas 
Oo. 
Gabriel Oil Co.: 
3049 United Gas Pipe Line 
Co. 
Frank J. Gahan et al.: 
2882 Hope Natural Gas Co.. 


See footnotes at end of table (p. 1250). 





PRODUCER LIST 1187 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, DISPOSI- | DIS- 
AND PURCHASER# J TION POsI- 
DATE | TION? 


Gainer Gas Co.: 
2847 United Fuel Gas Co....| Center District W. Va....| Calhoun........ 
K,. Garretson lease: 
7283 Godfrey L. Cabot, Inc..| Sherman District...) W. Va....| Calhoun 
Garrett Oil & Gas Co.: 
8074 Kentucky West Vir- | Hugoton 
ginia Gas Co. 
Garrett, Woodford & Swadl: 
5442 Hope Natural Gas Co..} Ten Mile District --. 
Gas Properties, Inc.: 
6940 United Gas Pipe Line | North Petters 
Co, 
Gas Transmission Co.: 
3183 Cities Service Gas Co 
General Crude Oil Co.: 
3782 Texas Eastern Trans- 
mission Corp. 
General Oil Co.: 
8179 Hope Natural Gas Co.. 
Gerwig Koethe Oil & Gas: 
2744 Godfrey L. Cabot, Inc_. 
John D. Gholson: 
5963 Southern Natural Gas 
Co. 
Gibson Oil Co: 
7777 ‘Skelly Oil Co...........| Panhandle 
7778 Cities Service Oil Co...| Panhandle 
Gilcrease Oil Co., Inc.: 
3701 Tennessee Gas Trans- | North E] Campo.... 
mission Co, 
3702 Tennessee Gas Trans- | E] Toro Area 
mission Co. 
H. M. Gillespie et al.: 
6408 Northern Natural Gas 
Co. 
N. C. Ginther et al.: 
3830 Kansas-Nebraska Na- 
tural Gas Co. 
7377 Tennessee Gas Trans- 
mission Co. 
Gladstone Gasoline Corp., Inc.: 
2735 Arkansas LouisianaGas 
Co. 
C. G. Glasscock Oil Co.: 
2655 The Plomo Co.......... 
Glassell & Glassell: 
3611 United Gas Pipe Line Co. 
Glenville Gas Production Co.: 
2717 Carnegie Natural Gas Co_| Glenville District. _ 
Earl Godwine et al.: 
7022 Carnegie Natural Gas | Freemans Creek___- 
Co. 
Ida Goff Gas Co.: 
5526 Hope Natural Gas Co...| DeKalb District ___. 
Goldston Oil Corp. et al.: 
7372 United Gas Pipe Line 
Co. 
7373 United Gas Pipe Line 
Co. 


See footnotes at end of table (p. 1250). 
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PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


H, R. Goodrich: 
3326 Texas Eastern Trans- 
mission Corp. 
R. H. Goodrich: 
3060 Texas Eastern Trans- 
mission Corp. 
Fred Goodstein: 
5121 Colorado-Wyoming 
Gas Co. 
Earl Goodwin et al.: 
5484 Hope Natural Gas Co... 
5521 Hope Natural Gas Co... 
Goose Run Oil & Gas Co.: 
4960 Tennessee Production Co 
Truman E. Gore: 
3021 Equitable Gas Co 
6418 Consumers Gas Utility 
Co. 
H. C. Grady, Jr. et al.: 
7686 Warren Petroleum Corp 
Victor P. Grage et al.: 
2947 Texas Eastern Trans- 
mission Corp. 
E. A. Graham: 
4885 Tennessee Gas Trans- 
mission Co. 
George W. Graham: 
8047 Texas Eastern Trans- 
mission Corp. 
J.J. Graham: 
5418 Hope Natural Gas Co.. 
Graham & Shinn: 
8353 Hope Natural Gas Co . 
Granite Oil Trust No. 2 of 
Oklahoma: 
7856 United Gas Pipe Line 
Co. 
Hugh A. Grant et al.: 
7700 Texas Eastern Trans- 
mission Corp. 
Grass Run Gas Co.: 
8181 Hope Natural Gas Co-. 
Grass Run Oil & Gas Co.: 
8210 Hope Natural Gas Co.. 
Bernard S. Graves et al.: 
5557 Tope Natural Gas Co.. 
The Gray Wolfe Co.: 
2649 Tennessee Gas Trans- 
mission Co, 
Great Western Producers, Inc.: 
7538 Southern Union Gas Co. 
Hazel Greene: 
4635 Odessa Natural Gas- 
oline Co. 
Gregory Gas Co.: 
5648 Hope Natural Gas Co.. 
Gribble & Hartman: 
5568 Hope Natural Gas Co.. 
Gribble Ingram & Bailey: 
5552 Hope Natural Gas Co-_. 


Murphy District... 
Otter District. 


Union District 
Grant District 


Central District..... 


West Union District. 


Murphy District... 
Center District 
DeKalb District.... 


Pinehurst 


See footnotes at end of table (p. 1250). 


DISPOSI- | DIs- 
TION POSI- 
DATE | TION? 


DeWitt®. ....... 


Laramie........- 


Ritchie. 
Ritchie 


Doddridge 


Doddridge-..... 


Ritchie 


Gilmer. 








PRODUCER LIST 1189 










GRANDFATHER CERTIFICATES—Continued 







PRODUCER#, DOCKET NO. G-, 


DISPOSsI- | DIs- 
AND PURCHASER# 


TION Post!- 
DaTE | TION® 









D. A. Null: 
3916 Equitable Gas Co_..... 
F, A. Griffin, Jr.: 
8113 Northern Natural Gas 
Co. 
Grisham Hunter Corp.: 
3578 Texas Natural Gasoline 
Corp. 
Grookla Gas Corp.: 
8045 Tone Star Gas Co...... 
Naomi 8. Grubb: 
3848 Iroquois Gas Corp-.....- 
Lauren C. Gruver: 
5765 Jefferson County Gas 
Co. 
Gulf Refining Co.: 
7172 Louisiana Natural Gas 
Corp. 
7173 Arkansas Louisiana 
Gas Co. 
7175 Arkansas Louisiana 
Gas Co. 
7177 United Gas Pipe Line 
Co. 
7368 Transcontinental Gas 
Pipe I ine Corp. 
0. N. Gump Oil and Gas lease: 
5588 Hope Natural Gas Co..| Batelle District____-. Monongalia. --..-. 
Lottie Gunn Gas Co.: 
8212 Hope Natural Gas Co..| Center District...._. . Va. Calhoun... .....- 
Mrs. Clara B. Guthrie: 
6395 United Carbon Co.....| Monroe_...........- Ouachita........ 
H. K. Haddox: 
7363 New York State Natu- 
ral Gas Corp. 
Byron L, Hall et al.: 
8500 Hope Natural Gas Co... 
Estate of Ellis A, Hall: 
6484 United Gas Pipe Line 
Co. 
Hall Gas Co.: 
7326 Godfrey L. Cabot, Inc..| Lee District......... W. Va....| Calhoun. ......- 
7620 United Fuel Gas Co....| Unnamed..........- We Veccl We bcceosases 
Maggie May Hall: 
3251 Kentucky West Vir- | Unmamed.........-- TitGaceandl Sa ebhaninamnad 
ginia Gas Co. 
Hall, Stephens & Hall: 































































Jeems Bayou........| La.......-. 














Haynesville_........ LS....<c.<o) COMBGIES. .40<2- 





Baxterville........ FE BE. nus a 












Mount Washington. St. Landry.....- 











































































3249 Kentucky West Vir- Ti ccenishescies call Mh leteasesitin 3 14 55 | Iss. 
ginia Gas Co. 
M. A. Halsey: 
2774 Arkansas Louisiana Gas | Athens............-.- Di wanocnsl Geicsenes 11 22 54 | Iss, 
Co. 





Claud B. Hammill: 
6701 lone Star Gas Co 
Hamilton Creek Gas Co:: 
7602 United Fuel Gas Co....| Unnamed.-.-........-. : PO 11 15 55 | Iss, 
W. W. Hamilton et al.: 
7291 El Paso Natural Gas | Unnamed..........- .| Rio Arriba. ....-. 11 15 55 | Iss. 
Co. 


See footnotes at end of table (p. 1250). 














Lecce MUD dares x.......| Scurry..........| 423 55 | Wtd. 






















1190 PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, DISPOSI- | DISs- 
AND PURCHASER# TION POSI- 


DATE | TION? 


Hamlin Gas Co.: 
7792 South Penn Natural 
Gas Co. 
Jake L. Hamon: 
8557 Texas Eastern Trans- 
mission Corp. 
Thomas W. Hanley et al.: 
5483 Hope Natural Gas Co_.| Manning District... Marion... 
Hanlon Oil Co.: 
5300 Hope Natural Gas Co..| Murphy District.... ..| Ritchie... 
5391 Hope Natural Gas Co..| Union District . Va....| Ritchie 
5393 Hope Natural Gas Co..| McKim District....* . Va....| Ritchie 
5479 Hope Natural Gas Co_.| Grant District. -..--. ‘ ....| Ritchie 
5480 Hope Natural Gas Co..| Grant District _-| W. Va....| Ritchie 
Earl Hardman: 
8186 Hope Natural Gas Co..| Murphy District-._- . Va....| Ritchie....... 
I. N. Hardman, Agent: 
3164 Equitable Gas Co DeKalb District-.. . Va....| Gilmer 
R. C, Hardman lease: 
8354 Hope Natural Gas Co_.| Center District 
B. A. Hardey: 
3294 Panhandle Eastern | Hugoton 
Pipe Line Co. 
Harman & Burgess Oil Co.: 
2841 Godfrey L. Cabot, Inc. 
Harman Gas Co.: 
7767 South Penn Natural 
Gas Co. 
D. F. Harrison: 
2877 Texas Gas Corp 
Dan J. Harrison, Jr.: 
3596 Texas Eastern Trans- 
mission Corp, 
Harrison’ Evans Gas Co.: 
5596 Hope Natural Gas Co._ 
E. C. Hartman Wilson lease: 
5608 - Hope Natural Gas Co.. 
Harts Gas Co.: 
7605 United Fuel Gas Co...-. 
W. G. Harvey Gas Co. et al.: 
5633 Hope Natural Gas Co..| Troy District....... 
H, M. Hathaway lease: 
8351 Hope Natural Gas Co..| Sherman District. - - 
0. J. Hathaway Heirs lease: 
5644 Hope Natural Gas Co..| Center District ° Calhoun. ....... 
Sid A. Hathway lease: 
6967 '‘ Godfrey L. Cabot, Inc..| Sherman District... ° Calhoun. ....... 
Hathway & Miller: 
6971 Godfrey L. Cabot, Inc..| Center District : Calhoun. 
Haught Gas Co.: 
6221 Penova Interests ? Ritchie 
Haught Oil & Gas Co.: 
4963 Penova Interests. .---...- . Va....| Ritchie 
Haven Oil Co.: 
8364 Hope Natural Gas Co-. 
H. L. Hawkins et al.: 
4406 Texas Gas Transmis- 
sion Corp. 
4407 Trunkline Gas Co 
4409 Texas Northern Gas 
Corp. 


See footnotes at end of table (p. 1250). 


—_ 
a 


aoe RR REREE 
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GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, DISPOSI- | DIS- 
AND PURCHASER# TION POsI- 


DATE | TION? 


Hawn Brothers: 
4000 United Gas Pipe Line | Weesatche_--......- 
Co. 
B. R. Hayes et al.: 
8221 Hope Natural Gas Co..} Center District. __.-. 
Ernest Hayhurst et al.: 
8216 Hope Natural Gas Co..| DeKalb District ___. 
Hayhurst Gas Co.: 
5541 Hope Natural Gas Co Center District. _ -.- 
F. L. Haymaker et al. lease: 
8220 Hope Natural Gas Co..| Lee District 
Hays & Anderson: 
5605 Hope Natural Gas Co..| Lee District 
B. R. Hayes et al.: 
5652 Hope Natural Gas Co..| Center District és ra: 
5654 Hope Natural Gas Co..| Lee District . Va....| Calhoun. - 
8226 Hope Natural Gas Co Lee District . Va_...| Calhoun 
Claude E, Heard, et al.: 
6554 Reef Fields Gasoline | Reincke Borden 
Corp. 
A. J, Heater lease, et al.: 
4788 Equitable Gas Co 
Scott Heater, et al.: 
5627 Hope Natural Gas Co.. 
Heep Oil Corporation, et al.: 
4180 Tennessee Gas Trans- 
mission Co. 
4181 Tennessee Gas Trans- 
mission Co. 
4292 Transcontinental Gas 
Pipe Line Corp. 
4322 United Gas Pipe Line 
Co. 
William G. Helis, Jr., et al.: 
3187 United Gas Pipe Line 
Co. 
W. H. Helmerich No. 3, et al.: 
8786 Cities Service Gas Co-.- 
John T. Hemenway, et al.: 
3184 Montana Dakota Util- 
tilities Co. 
Frank O. Henderson Trust No. 2: 
8007 United Carbon Co 
J. H. Herd: 
7875 El Paso Natural Gas 
Co. 
A. E, Herrmann Corp.: 
3189 Colorado Interstate Gas | West Panhandle... 
Co. 
3190 Colorado Interstate Gas | West Panhandle. ... 
Co. 
W. A. Hewell, et al.: 
3195 Arkansas Louisiania Gas 
Co. 
3576 Arkansas Louisiana 
Gas Co. 
Hiawatha Oil & Gas Co.: 
7375 Arkansas Louisiana | Greenwood 
Gas Co. 


See footnotes at end of table (p. 1250). 
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1192 PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


R. E. Hibbert et al.: 
8049 Transcontinental Gas 
Pipe Tine Corp. 
8059 Lone Star Gas Co. .-..-. 
Hickman Oil & Gas Co.: 
5536 Hope Natural Gas Co.. 
C. A. Hilburn, et al.: 
3185 Southern Natural Gas 
Co. 
Hildreth & Hildreth lease: 
8206 Hope Natural Gas Co..| Spencer District. 
Va Roy Hildreth, et al.: 
5646 Hope Natural Gas Co..| Washington District 
Hill & Wright Oil and Gas Co.: 
36091 Carnegie Natural Gas | Clay District 
Co. 
Hill Gas Co.: 
7597 *South Penn ' Natural 
Gas Co. 
Mrs. Luna T. Haleomb: 
8724 Arkansas Louisiana 
Gas Co. 
Hollandsworth Oil Co.: 
8667 Mississippi River Fuel 
Corp. 
Holly Development Co.: 
2723 Mountain Fuel Supply 
Co. 
Holstine Oil & Gas Co.: 
5556 Hope Natural Gas Co.- 
Homestead Oil & Gas Co.: 
3836 Manufacturers Light 
and Heat Co. 
Hoover Gas Co.: 
7601 United Fuel Gas Co...-. 
M. C. Hoover: 
4736 Mississippi River Fuel 
Corp. 
Hope-Natural Gas Co.: 
4454 South Penn Natural 
Gas Co. 
Frank Hopkins et al.: 
4596 Reef Fields Gasoline 
Corp. 
Emma H. Hornor: 
3575 Hope Natural Gas Co. 
J. Robert Hornor: 
3574 Equitable Gas Co 
4731 Equitable Gas Co 
5461 Hope Natural Gas Co. 
5464 Hope Natural Gas Co. 
Vance L. and J. H. Horner: 
8391 Hope Natural Gas Co. 
Houston Gas Co.: 
7595 United Fuel Gas Co-... 
H. H. Howell: 
8639 United Gas Pipe Line 
Co. 
Joseph H. Howie: 
5761 Southern Natural Gas 
Co. 


See footnotes at end of table (p. 1250). 
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GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, POCKET NO. G-, 
AND PURCHASER# 


Mrs. Anna Huber: 
5443 Hope Natural Gas Co.. 
J. M. Huber Corp.: 
3038 Northern Natural Gas 
Co. 
6284 Phillips Petroleum Co.. 
6285 Shamrock Oil & Gas 
Corp. 
6286 Cities Service Gas Co... 
6287 Panhandle Eastern 
Pipe Line Co. 
6288 Cities Service Gas Co.. 
6289 Phillips Petroleum Co.. 
6290 Shamrock Oil & Gas 
Corp. 
6291. United Gas Pipe Line 
Co. 
6292 Northern Natural Gas 
Co, 
6293 Colorado Interstate 
Gas Co, 
6294 Public Service Corp. of 
Texas. 
6295 Panhandle Eastern 
Pipe Line Co, 
E. J. Hudson et al.: 
3667 United Gas Pipe Line 
Co. 
3668 Arkansas Louisiana 
Gas Co, 
Hudson & Hudson, Inc.: 
6122 Cabot Carbon Co 
A. J. Huffman lease: 
6966 Godfrey L. Cabot, Inc. 
Huffman Gas Co.: 
7790 Seuth Penn Natural 
Gas Co. 
John E. Hughes: 
2962 Lone Star Gas Co 
Humble Oil & Refining Co.: 


3066 United Gas Pipe Line 
Co, 

3067 Tennessee Gas Trans- 
mission Co. 

3068 United Gas Pipe Line 
Co, 

3060 El Paso Natural Gas 
Co. 

3070 El Paso Natural Gas 
Co. 

3071 Texas Eastern Trans- 
mission Corp. 

3072 Tennessee Gas Trans- 
mission Co. 

3073 Texas Eastern Trans- 
mission Corp. 

3074 Lyman C. V 

3075 Texas Eastern Trans- 
mission Corp. 


Sardis District 
West Panhandle. - Hutchinson*-... 


West Panhandle. . .. IG is ccannitie 
West Panhandle. . MP ecctsnata 


Hagist Ranch 


Weiner 
W. George West... 


See footnotes at end of table (p. 1250). 
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1194 PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Humble Oil & Refining Co.— 
Continued 

3076 Texas Eastern Trans- 
mission Corp. 

3077 El Paso Natural Gas 
Co, 

3078 Tennessee Gas Trans- 
mission Co, 

3079 Trunkline Gas Co 

3080 Phillips Petroleum Co-.. 

3081 Texas Eastern Trans- 
mission Oorp. 

3082 Phillips Petroleum Co-.. 

3083 Mississippi River Fuel 
Corp. 

3084 Texas Eastern Trans- 
mission Corp. 

3085 Texas Eastern Trans- 
mission Oorp. 

3086 United Gas Pipe, Line 
Co, 

3087 United Gas Pipe Line 
Co. 

3088 Louisiana Natural Gas 
Corp. 

3089 Magnolia Petroleum 
Co, 

3090 Texas Gas Transmis- 
sion Corp. 

3091 United Gas Pipe Line 
Co. 

3092 Mississippi River Fuel 
Corp. 

3093 United Gas Pipe Line 
Co. 

3004 United Gas Pipe Line 
Co, 

3095 Phillips Petroleum Co. 

3096 Texas Gas Transmis- 
sion Corp. 

3097 Texas Gas Transmis- 
sion Corp. 

3098 Texas Gas Transmis- 
sion Corp. 

3099 United Gas Pipe Line 
Co, 

3100 Arkansas Louisiana 
Gas Co. 

3101 Louisiana Natural Gas 
Corp. 

3102 Olin Gas Transmission 
Corp. 

3103 United Gas Pipe Line 
Co, 

3104 United Gas Pipe Line 
Co. 

3107 Tennessee Gas Trans- 
mission Co. 

3111 United Gas Pipe Line 
Co. 


See footnotes at end of table (p. 1250). 
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GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET No. G-, 
AND PURCHASER# 


Humble Oil & Refining Co.— 
Continued 
3112 United Gas Pipe Line 
Co, 
3113 El Paso Natural Gas 


Co. 
3114 El Paso Natural Gas 
Co. 
3115 E)] Paso Natural Ges Co. 
3116 United Gas Pipe Line Jefferson Davis} 12 15 54 
Co. 
3117 Tennessee Gas Trans- 
mission Co. 
3118 El] Paso Natural Gas 
Co. 
3119 El Paso Natural Gas 
Co. 
3120 Tennessee Gas Trans- 
mission Co. 
3121 Tennessee Gas Trans- 
mission Co. 
3122 Tennessee Gas Trans- 
mission Co, 
6758 Not reported 
6750 Not reported 
6760 Not reported 
6761 Texas Gas Corp 
Hunt & Adams: 
5495 Hope Natural Gas Co.. 
8190 Hope Natural Gas Co... 
8194 Hope Natural Gas Co.- 
Alex T. Hunt: 
6436 United Carbon Co 
H. L. Hunt, Jr. Trust Estate: 
7688 Arkansas Louisiana 
Gas Co. 
Hassie Hunt Trust: 
7684 Louisiana Natural Gas 
Corp. 
K. M. Hunt: 
8193 Hope Natural Gas Co-. 
8196 Hope Natural Gas Co.. 
8200 Hope Natural Gas Co.. 
Lamar Hunt: 
4870 E] Paso Natural Gas 
Co, 
7874 El Paso Natural Gas 
Co. 
N. B. Hunt: 
7689 Lone Star Gas Co 
W. H. Hunt: 
7687 El] Paso Natural Gas 
Co. 
The Hunter Co., Inc., et al.: 
3239 Texas Gas Transmis- 
sion Corp. 
James A. Hunter: 
3154 Mississippi River Fuel 
Corp. 


See footnotes at end of table (p. 1250). 
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Corp. 
Fred P. Hurt: 


3006 Ohio Fuel Gas Co. 
F, P. Hurt & Sons: 
3007 United Fuel Gas Co 
3008 Kentucky West Vir- 
ginia Gas Co. 


Husky Oil Co.: 


8052 Mountajn Fuel Supply 


Co. 


8053 Mountain Fuel Supply 


Co, 


8054 Shell Oi] Co 
8055 Phillips Petroleum Co. 
8056 El Paso Natural Gas 


Co, 


8057 El Paso Natural Gas 


Co. 


8058 Phillips Petroleum Co-- 


J. N. Huttig: 


7897 Texas Gas Products 


Corp. 


Huval & Dunigan: 
2751 Northern Natural Gas 


Co. 
W. B. Inabnet: 


7887 United Carbon Co 

7888 United Carbon Co. 

7889 United Carbon Co 
Irvin & Associates: 

5657 Hope Natural Gas Co-. 


Jabco, Inc.: 


3011 United Gas Pipe Line 


Co. 


Jackson Brothers: 
3621 Godfrey L. Cabot, Inc 
3622 Godfrey L. Cabot, Inc 
3623 Equitable Gas Co 
3624 Equitable Gas Co 
3625 Penova Interests 
Jackson Gas Co.: 
5535 Hope Natural Gas Co-- 
5548 Hope Natural Gas Co-. 


Geo. Jackson: 


4741 Equitable Gas Co 
4744 Equitable Gas Co 
4745 Equitable Gas Co----.-- 
4746 Equitable Gas Co..---- 
4747 Equitable Gas Co 
4748 Equitable Gas Co 
4749 Equitable Gas Co 
4750 Equitable Gas Co 
4751 Equitable Gas Co 
4752 Equitable Gas Co 
4753 Equitable Gas Co 
4754 Equitable Gas Co. 


5614 Hope Natural Gas Co-_. 
5637 Hope Natural Gas Co_. 


Bee footnotes at end of table (p. 1250). 
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Ed. E. Hurley et al.: 
2658 Mississippi River Fuel 

















--| Stratton ...... 









































Langlie Mattix 















































McKim District... 








Cotton Valley_...... 
















& 


‘ 


Murphy District_... 
Center District 











Troy District... ....-. 
Murphy District... 























e FREE 


Glenville District -_.. 
Sherman District. - - 


‘ 









Glenville District... 

















Birch District _.....* 
Glenville District. -. 




















Birch District 
DeKalb District....* 
DeKalb District... 





. 














. 
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Salt Lick District...| W. Va.._. 
Buckhannon Dis- 











Hamilton District... 
Union District 
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GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, DISPOSI- | DiIs- 
AND PURCHASER# TION POSI- 


DATE | TION? 


Lloyd G. Jackson: 
6420 United Fuel Gas Co-....| Chapmansville Dis- 
trict. 
Jackson & Richard Oil & Gas Co.: 
5519 Hope Natural Gas Co.. 
James Drilling Corporation: 
3581 New York State Nat- 
ural Gas Corp. 
Jarvis & Ayers Gas Co.: 
8197 Hope Natural Gas Co.-| sherman District__. Calhoun........| 7 13 55 
Hannah L. Jefferies Gas Co.: 
5599 Hope Natural Gas Co._| DeKalb District..._.| W. Va-.-.| Gilmer 
Jefferson County Gas Co.,: 
2957 Pennsylvania Gas Co- - Panncsctss] FOR cicset 
Jefferson Gas Co.: 
7857 South Penn Natural W. Va....| Lincoln 
Gas Co. 
Howard Jenkins: 
6618 Kentucky West Vir- ) . Ee 
ginia Gas Co. 
Jennys Creek Gas Co.: 
7617 United Fuel Gas Co...- Wa Valias 
John Gas Co.: 
7588 United Fuel Gas Co.... W. Va... 
F, Kirk Johnson: 
3869 Kansas-Nebraska Nat- Colo-..... 
ural Gas Co. 
4053 Kansas-Nebraska Nat- 
ural Gas Co, 
4123 Kansas-Nebraska Nat- 
ural Gas Co. 
G. W. Johnson: 
7894 Texas Gas Products 
Corp. 
Hale Johnson: 
5455 Hope Natural Gas Co.-/ Ten Mile District... 
Idah Woods Johnson: 
6691 Cities Service Gas Co.-| west Edmond 
Marian F. Johnson: 
5440 Hope Natural Gas Co._| Sardis District._____ 
5441 Hope Natural Gas Co.-| Ten Mile District... 
5457 Hope Natural Gas Co--| Sardis District. _...- 
8. D. Johnson: 
2734 Texas Natural Gasoline | gandusky 
Corp. 
E. C. Johnson Co.: 
2770 United Gas Pipe Line 
Co. 
Johnston Oil & Gas Co.: 
3134 Southern Union Gas Co_ 1k 22 54 | Wtd. 
3135 . El] Paso Natural Gas 12 30 54 | Iss. 
Co. 
3136 Southern Union Gas Co. s ‘ 11 22 54 | Wtd. 
3137 El Paso Natural Gas 12 30 54 | Iss. 
Co. 
3138 El Paso Natural Gas 12 30 54 | Iss. 
Co. 
3139 El Paso Natural Gas 12 30 54 | Iss, 
Co, 
5610 Hope Natural Gas Co..| Murphy District.... 7 13 55 | Iss. 


Bee footnotes at end of table (p. 1250). 
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GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 












~~ | —_— | | —_—_—_— 





Ralph A. Johnston et al.: 
3144 Sunray Oil Corp..-....| Smyder_...........-- 
Edwin M. Jones Oil Co.: 
6305 Texas Eastern Trans- | Englehart........... 
mission Corp. 

Ethel S. Jones: 
5426 Hope Natural Gas Co_. 

Jones Farm Oil & Gas Co.: 

8356 Hope Natural Gas Co-. 

Jones O’Brien, Inc. et al.: 

3608 Texas Eastern Trans- 
mission Corp. 

The Jones Oil & Gas Co.: 

4967 Manufacturers Light & 
Heat Co. 

L. M. Josey, Inc. et al.: 

7374 United Gas Corpora- | Fairbanks..-.....-- 
tion. 

Juda Gas Co.: 
7609 South Penn Natural Ges | Unnamed.........-. 

Co. 

Paul E, Kahle: 
3911 North Penn Gas Co....| Ellisburg............| Pa......-- 
4521 New York State Nat- | Benezette........... 

ural Gas Corp. 

J. Paul Karcher et al.: 

3180 Lone Star Gas Co...... 

Lloyd Kelley lease: 

6965 Godfrey L. Cabot, Inc. . 

‘Chas. J. Kelly: 

4928 Kansas-Nebraska Nat- | Big Springs......... 
ural Gas Co. 

Laurence Corbett Kelly et al.: 
3156 El Paso Natural Gas | Blanco_.........-...- 

Co. 

Kenna Gas Co.: 

7789 South Penn Natural 
Gas Co. 

‘G. H. L. Kent: 

3987 Warren Petroleum 
Corp. 

Kermit Gas Corp.: 

5694 United Fuel Gas Co_...| Warfield...........- 

Kerr McGee Oil Industries: 

2755 Phillips Petroleum Co..| Hugoton........-... 
2756 Phillips Petroleum Co..| Hugoton............ 
2757 United Gas Pipe Line | Carthage............ 
Co. 
2759 Texas Gas Transmis- 
sion Corp. 
2760 Phillips Petroleum Co..| Panhandle.........- 
2761 Phillips Petroleum Co..| Hugoton............ 
2762 Phillips Petroleum Co..| Panhandle-___....... 
53661 Phillips Petroleum Co.. 
6372 Apex Gas Co...........| Spider.............. 
J. M. Kessler: 
3053 Cities Service Gas Co... 
Barron Kidd et al.: 
2595 Texas Dlinois Natural | Amargosa........... 
Gas Pipe Line Co. 


See footnotes at end of table (p. 1250). 
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PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET No. G-, 
AND PURCHASER# 


Kidd Oil & Gas Co.: 
4983 Godfrey L. Cabot, Inc. . 
Kight Gas Co.: 
2716 Hope Natural Gas Co.. 
Raymond Kight: 
3167 Carnegie Natural Gas 
Co. 
C. H. Killingsworth Gas Co. Es- 
tate: 
2872 Equitable Gas Co 
2874 Equitable Gas Co 
Kilmarnock Oil Co.: 
2582 United Gas Pipe Line 
Co. 
Kimberlin & House: 
8238. Natural Gas Pipe Line 
Co. of America, 
Kindred Gas Co.: 
2363 Kentucky West Vir- 
ginia Gas Oo. 
King & Zogg Gas Co.: 
8162 Hope Natural Gas Co_. 
8163 Hope Natural Gas Co... 
8165 Hope Natural Gas Co... 
8184 Hope Natural Gas Co. 
King Koc Petroleum Co.: 
2823 El Paso Natural Gas 
Co. 
King, Warren & Dye: 
7228 Shell Oil Co. 
Kingery, Drilling Co., Inc.: 


8. C. Kingery et al. lease: 
8213 Hope Natural Gas Co.. 
Kingsley Locke Oil Co.: 
2839 El Paso Natural Gas 
Co. 
Kinrich Gas Co.: 
2820 Kentucky West Vir- 
ginia Gas Co. 
H. D. Kinsey ét al.: 
3849 Columbian Carbon Co. 
E, A. Kirby et al.: 
4587 Godfrey L. Cabot, Inc. 
Emory Kirby Agent: 
2733 Godfrey L. Cabot, Inc. 
Kirby Petroleum Co.: 


B. W. Klingeman et al.: 
3012 United Gas Pipe Line 
Co. 
E. A. Klug: 
8394 Hopé Natural Gas Co. . 
F. C.. Koch: 
7726 El Paso Natural Gas 
Co. 
Fred Kyle: 
8388 Texas Gas Transmis- 
sion Corp. 


See footnotes at end of table (p. 1250). 
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PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Lafayette Oil Co.: 
5621 Hope Natural Gas Co.. 
Lago Oil & Gas Co.: 
8362 Hope Natural Gas Co.. 
P, G. Lake, Inc., et al.: 
3215 Arkansas 
Gas Co. 
‘Cecil G. Lalicker et al.: 
4346 Cities Service Gas 
Products Co. 
Lambert Gas Co.: 
7705 United Fuel Gas Co... 
Lamont Murphy Oil Co.: 
3036 Pennsylvania Gas Co-- 
Lamont Oil Co.: 
3035 Pennsylvania Gas Co-- 
Lario Oil & Gas Co.: 
8070 Colorado 
Gas Co. 
Laure] Hill Gas Co.: 
7590 United Fuel Gas Co.... 
R. M. Laurence et al.: 
4850 Lone Star Gas Co 
O. B. Lawman et al.: 
5462 Hope Natural Gas Co-. 


Louisiana 


Interstate 


Harry W. Leasure et al.: 
8308 River Gas Co 
Lee Drilling Co.: 
7238 Lone Star Gas Co 
Leet Gas Co.: 
7791 United Fuel Gas Co---- 
Philip Lemon et al.: 
5603 Hope Natural Gas Co-- 
Leonard Oil Co.: 
6296 El Paso Natural Gas 
Co. 
6297 El Paso Natural G: 
Co. 
Van Lewis: 
6220 Texas Eastern Trans- 
mission Corp. 
Liberty Oil & Gas Co. et al.: 
8372 Penova Interests 
Lima Gas Co.: 
6964 Godfrey L. Cabot, Inc.. 


” 


Liming & Summers: 
4767 United Fuel Gas Co... 
8. G. Liming: 
4768 South Penn 
Gas Co. 
Lincoln Gas & Oil Co.: 
2848 Equitable Gas Co 
Lincoln Oil Co.: 
5430 Hope Natural Gas Co.. 
Little Indian Natural Gas Co.: 
2936 Godfrey L. Cabot, Inc.. 


Natural 


DISPOSI- 
TION 
DATE 


DIS- 
POSI- 
TION § 


Lafayette District... 


Lafayette District... 


Washington.....| 9 25 55 


Garvin..........| 11 15 55 
10 17 55 
7:13 55 
40.11 55 


10 11 55 


Englehart 


Murphy District__.- 


Washington 
District. 


W. Vacas- 


W.Veuct: 


Ritchie_.......-- 


McDowell 


See footnotes at end of table (p. 1250). 
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GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Little Five Oil & Gas Co.: 
8174 Hope Natural Gas Co. 
8175 Hope Natural Gas Co_. 
8178 Hope Natural Gas Co-. 
Livezey Gas Corp.: 
3908 Tennessee Gas Trans- 
mission Co. 
Lockney Gas Co.: 
5533 Hope Natural Gas Co... 
Lodster Oil Co.: 
8358 Hope Natural Gas Co. 
Lone Star Producing Co.: 
5917 Lone Star Gas Co 
Chas. W. Louchery: 
5454 Hope Natural Gas Co... 
Estate of D. C. Louchery: 
5658 Hope Natural Gas Co-_-. 
Louisville Fuel Co.: 
2581 Kentucky West Vir- 
ginia Gas Co. 
Anna Lowe: 
4792> United Fuel Gas Co-_.. 
4793 Columbian Fuel Corp. 
Grover Lowe: 
4791 Kentucky West Vir- 
ginia Gas Co. 
H. L. Lowe: 
2779 El Paso Natural Gas 
Co. 
Tim G. Lowry et al.: 
2568 Lowry Oil Co 
6934 El Paso Natural Gas 
Co. 
Lucerne Corp.: 
7920 Arkansas 
Gas Co. 
Luling Oil & Gas Co.: 
3758 . United Gas Pipe Line 
Co. 
3759 Humble Oil & Refining 
Co. 
Lyle Cashion Co.: 
8079 United Gas Pipe Line 
Co. 
Lynn Drilling Co.: 
3150 Lone Star Gas Co 
McAlester Fuel Co.: 
6006 Fullerton Oil & Gas 
Corp. 
Ruth A. McBurney: 
2728 Equitable Gas Co 
McCall Drilling Co., Inc.: 
7970 Hope Natural Gas Co-. 
7971 Hope Natural Gas Co_- 
7972 Hope Natural Gas Co-- 
7973 Hope Natural Gas Co.- 
7974 Hope Natural Gas Co_- 
7975 Hope Natural Gas Co__ 
7976 Hope Natural Gas Co-_-. 


Louisiana 


McClellan District -. 
McClellan District _- 
McClellan District_. 


See 


Sherman District. -- 


Ten Mile District... 


Ten Mile District... 


8. Blanco Tocito-_.-. 
South Blanco......P 


Baxterville.........-. 


Big Mineral Creek... 


Kelly Snider 


Clay District 


DeKalb District. .-- 
Center District 
Center District 
Center District 
Center District 
DeKalb District...* 
Otter District 


See footnotes at end of table (p. 1250). 


Doddridge 
Doddridge 
Doddridge 


San Patricio 


Harrison 


Floyd_. 


Martin-.-.......- 


Rio Arriba_- 
Rio Arriba_._... 


Webster.-....... 


1 19 55 


12 22 54 


Grayson 


SONG in ndicss-s 


BREERREE F 
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PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


McCall Drilling Co., Inc.—Con, 
7977 Hope Natural Gas Co_- 
7978 Hope Natural Gas Co__ 
7979 Hope Natural Gas Co_- 
7980 Hope Natural Gas Co-- 
Hope Natural Gas Co-- 
Hope Natural Gas Co-. 
Hope Natural Gas Co_- 
Hope Natural Gas Co-- 
Hope Natural Gas Co... 
Hope Natural Gas Co-- 
Hope Natural Gas Co_- 
Hope Natural Gas Co-_- 
Hope Natural Gas Co_- 
Hope Natural Gas Co_- 
Hope Natural Gas Co.. 
7992 Hope Natural Gas Co-_- 
7993 Manufacturers Light, 
and Heat Co. 

7994 South Penn Natural 
Gas Co. 

7995 South Penn Natural 
Gas Co. 

McCarrick Oil Co. et al.: 

4175 Texas Illinois Natural 
Gas Pipe Line Co. 

McCarthy Oil & Gas Corp.: 

6828 Texas Gas Corp 

McComas Gas Co.: 

7604 United Fuel Gas Co-.-.-. 

McCormick Oil & Gas Co.: 

5572 Hope Natural Gas Co.. 

Tom McCormick Gas Co.: 

5593 Hope Natural Gas Co. 

McCoy Natural Gas Co.: 

2729 United Natural Gas Co. 

McCoy Oil & Gas Co.: 

8218 Hope Natural Gas Co... 

Alva McCullough et al.: 

6436 Hope Natural Gas Co... 

McCune Oi] & Gas Co.: 

4981 Godfrey L. Cabot, Inc--. 

R. L. MeCutty et al.: 

5527 Hope Natural Gas Co... 

P. J. McDonough et al.: 

5403 Hope Natural Gas Co-_. 

Mrs. Helen H. McGowan: 

5764 Southern Natural Gas 
Co. 

M. M. MeGowan: 

5762 Southern Natural Gas 
Co. 

McHenry Oil & Gas Co.: 

5500 Hope Natural Gas Co-_. 

F. F. MclIatosh et al.: 

8166 Hope Natural'Gas Co-__. 
8167 Hope Natural Gas Co-_- 
8169 Hope Natural Gas Co-_- 


7983 
7984 
7985 
7986 
7987 
7988 
7989 
7990 
7991 


DISPOSI- 
TION 
DATE 


Glenville District __- 
Clay District 
Glenville District. 
Sherman District --.- 
Sherman District-_-. 
Union District 
Union District 


Elk District......_-. 
Elk District 

Union District 
Center District 
DeKalb District_.-- 
Center District_...: 
Sherman District ._- 
Sherman District-.__ 
Allepo Township... 


Troy District 


DeKalb District... 


Murphy District.... 


Murphy District___- 


See footnotes at end of table‘(p. 1250). 
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PRODUCER LIST’ 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET No. G-, 
AND PURCHASER# 


McIntosh & Grimm: 
7858 Godfrey L. Cabot, Inc_- 
7859 Carnegie Natural Gas 
Co. 
8182 Hope Natural Gas Co. 
P. C. McKenzie Co.: 
5945 Equitable Gas Co-__--- 
F. E. MeMillin: 
8086 United Gas Pipe Line 
Co. 
Ralph W. Mace et al.: 
8403 Hope Natural Gas Co.. 
Magnolia Gas Co.: 
7793 United Fuel Gas Co... 
Manahan Oil Co.: 
4405 Humble Oil & Refining 
Co. 
Mandell Gas Co.: 
6461 United Fuel Gas Co.... 
Leon V. Manry, Jr. et al.: 
3188 Tennessee Gas Trans- 
mission Co. 
The Manufacturers Light & Heat 
Oo.: 
8735 Hope Natural Gas Co-. 
Bobby Manziel et al.: 
6434 Apex Gas Co. 
Maple Gas Co.: 
3763 Pennsylvania Gas Co--. 
Maracaibo Oil Exploration: 
3198 Transcontinental Gas 
Pipe Line Corp. 
Marion Gas Co.: 
8505 Hope Natural Gas Co-. 
Markham, Cane & Redfern: 
7747 El Paso Natural Gas Co 
Markle Oi] & Gas Co.: 
5513 Hope Natural Gas Co-. 
A. E. Marple: 
5481 Hope Natural Gas Co.. 
The.Mars Co.: 
4087 United Natural Gas Co. 
Martin Gas Co.: 
7587 South Penn Natural 
Gas Co. 
Marval Gas Co.: 
5756 South Penn Natural 
Gas Co. 
Massey & Jarvis Drilling Co.: 
5643 Hope Natural Gas Co-- 
Massey Oil & Gas Co.: 
5563 Hope Natural Gas Co-. 
Howard Mathews et aL: 
3199 Arkansas Louisiana Gas 
Co. 
Maxton Oil & Gas Co.: 
8515 Carnegie Natural Gas 
Co. 
The May Pay Oil & Gas Co.: 
71 Hope Natural Gas Co.. 


See footnotes at end of table (p. 


Sherman District__. 
Glenville District. - 


Sherman District-... 


Lincoln 


Me iiccsncctanan 


Unnamed . Va....| Wayne..... Sind 


Tomball me. |, ee TS? 


Center District 





Carthage 


Unnamed 





Hamilton District... 
DRL .nddcsccecee 
Clay District 


Ellenboro 


Perrytown 


Salt Lick District... 


Washington District 


Manning District. _ Marion. .......- 


Murphy District... Ritchie 
1250). 
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PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 






Mayfair Minerals, Inc.: 
2599 Trunkline Gas Co... 
M. C, F, Gas Co.: 
2792 Equitable Gas Co...... 
Meadows Oil & Gas Co.: 
5635 Hope Natural Gas Co.. 
John W. ‘Mecom: 
3163 Texas Gas Pipe Line 
Corp. 
3327 United Gas Pipe Line 
Co. 
E. P. Mellon, III: 
7235 Ohio Fuel Gas Co...... 


Mercantile National Bank of 
Dallas: 
6998 El Paso Natural Gas 
Co. 
Mercury Gas Co.: 
2785 United Fuel Gas Co... 
Meredith & Company: 
3602 Texas Gas Corp.......- 
Moserre et al.: 
8159 Hope Natural Gas Co.. 
Frank W. Michaux: 
4291 United Gas Pipe Line 
Co. 
4417 Texas Eastern Trans- 
mission Corp. 
Mid-Atlantic Oil & Gas Co.: 
2807' Ohio Fuel Gas Co...... 
3577 New York State Nat- 
ural Gas Corp. 
5543 Hope Natural Gas Co.- 
Middle Run Oil & Gas Co.: 
4975 Godfrey L. Cabot, Inc.. 
Midland Gas Co.: 
7616. United Fuel Gas Co._.- 
H. C,. Miller: 
8073 Southwest Gas Produc- 
ing Co. 
Miter Leases: 
8392 Hope Natural Gas 
Co. 
Miller Oil & Gas Co.: 
5408 Hope Natural Gas Co-.-. 
Millport Gas Co.: 
4036 North Central Gas Co-- 
Minney Gas Co.: 
8191’ Hope Natural Gas Co.. 
Mississippi River Fuel Corp. et 
al.: 
7376 Tennessee Gas Trans- 
mission Co. 
M.4J. Mitchell et al.: 
6308 Texas Gas Pipe Line 


PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 








Washington Dis- 


Stonewall District - - 


Murphy District....| W. Va....| Ritchie 
Gladys Powell 


Gladys Powell 


Gilmer.......... 


DeKalb District... 


Murphy District.... 





Center District ..... 


Jefferson. ....... 





Corp. 





See footnotes at end of table (p. 1250). 
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GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Morris Mize] et al.: 
8038 Henderson Trust No. 2 
8078 Northern Natural Gas 
Co. 
Mrs. L. M. Moffit et al.: 
"6703 United Gas Pipe Line 
Co. 
Monongahela Oil & Gas Co.: 
8365 Hope Natural Gas Co... 
Monarch Gas Co.: 
6455 United Fuel Gas Co_-__- 
Mondakota Gas Co.: 
3988 Eastera Clay Products 
Co. 
R. 8. Monroe et al.: 
5585 Hope Natural Gas Co_- 


5586 Hope Natural Gas Co__ 
8587' Hope Natural Gas Co_. 


Monterey Oil Co.: 
4271 Phillips Petroleum Co-. 
4286 Texas Eastern Trans- 
mission Corp. 
4287 Texas Eastern Trans- 
mission Corp. 
8347 El Paso Natural Gas 
Co. 
E. W. Montgomery II: 
§763,.Southern Natural Ges 
Co. 
Moon Gas Co.: 
8596 Consumers Gas Utility 
Co. 
8642 Hope Natural Gas Co-_. 
G. G. Moore: 
4562 Southwest Gas 
ducing Co. 
A. C. Moorhead et al.: 
2715. Northern Natural Gas 
Co. 
2780 Panhandle 
Pipe Line Co. 
Chas. F, Moran: 
5389 Hope Natural Gas Co_. 
Moran & Co.: 
3777. Equitable Gas Co-__---- 
3781 Equitable Gas Co-_---- 
M. J. Moran: 
3778 Equitable Gas Co_. 
3831 Equitable Gas Co- 
Morehead Gas & Oil Co.: 
4445 United Fuel Gas Co--- 
Arnold O. Morgan: 
2771 
mission Co. 


Pro- 


Eastern 


Panhandle_.-......- 
Hugoton 


Sibley 


Unnamed 

Unnamed 

Unnamed..........- 

Mannington Dis- 
trict. 

Mannington Dis- 
trict. 

Mannington Dis- 
trict. 


Aldwell Spraber 
Helen Gohlke 


Helen Gohlke 


Unnamed_..........- 


Gwinville 


Clay District. 


Hugoton 


Hugoton 


Three Lick 


Collins Settlement - - 
Goose Pen Run... -.- 


Kanawha River 
Glenville District - _. 


Unnamed 


Tennessee Gas Trans- | Rob Welder..-. 


2772 Tennessee Gas Trans- Robstown-. 


mission Co. 


See footnotes at end of table (p. 1250). 





nanan 


Kans... .- 


Kans....- 


DISPOSI pis 
TION Pos! 
DATE TION ? 


Monongalia 
Wayne.......-. 


Fallon 


Marion 
Marion... ....- 
Marion. 
Reagan ---. 
Victoria 
Victoria........- 


Andrews®_.....- 


Jefferson Davis. 


Ritchie 
Be iinseniien 


Ouachita 


Stevens. _- 


Hamilton* - - 


Braxton... 
eee 
Gilmer. -- 
Gilmer... - 


Lawrence 





Victoria........ 
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GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 






Frank Morgan et al.: 
5518 Hope Natural Gas Co-_. 
Joseph S. Morris et al.: 
3046 United Gas Pipe Line 
Co. 
Morris Oil & Gas Co.: 
5530 Hope Natural Gas Co__ 
5564 Hope Natural Gas Co.. 
5653 Hope Natural Gas Co-_ 
Jas. F. Morse & Co.: 
2817 Texas Gas Corp..-..-.-..- 
Robert Mosbacher et al.: 
6438 Tennessee Gas Trans- 
mission Co. 
6440 Texas Eastern Trans- | Englehart....... ticus 
mission Corp. 
6441 Texas Eastern Trans- | New Ulm.-.-.-.-..-..-- 
mission Corp. 
6442 United Gas Pipe Line 
Co. 
Wm. Moses: 
8185 Hope Natural Gas Co.. 
H. J. Mosser: 
8119 Trunkline Gas Co..-.... 
W. H. Mosser: ° 
4972 Godfrey L. Cabot, Inc__ 
4980 Godfrey L. Cabot, Inc-- 
8170 Hope Natural Gas Co-- 
Mountain Gas Co.: 
5639 Hope Natural Gas Co..| Olay-..-.........--.--. Ws. Wiewe 
Mt. Lumber Co.: 
8160 Hope Natural Gas Co-. 
The Mower Lumber Co.: 
6422 Columbian Carbon Co. 
Mud River Gas Co.: 
6423 South Penn Natural 





Center District... ._- 





North Charco.......| Tex.....-- 













Center District .....- 
Sherman District - - - 
Sherman District - 






Calhoun_-.-..... 
Calhoun. -......- 














Cyster Bayou.......| Tex......- Chambers......- 









Chesterville.........| Tex......- Colorado 









Grant District. ..-- 








Orange Groves....P | Tex......- 











We Vit sox 
W. VG..<4 





Murphy District_... 




















Murphy District....| W. Va..-.. 








Gauley River. -.-.-.- We Vassna 












Jefferson District....| W. Va.-... 













Gas Co. 
D. C. Mullenix: 
5507 Hope Natural Gas Co..| Union District...._- i 0 eee 
Muriel Gas Co.: 
7600 United Fuel Gas Co....| Unnamed.--........- W. Va.... 







J. B. Murphy et al.: 
8597 Equitable Gas Co_....- 
Murphy Farm Gas Co.: 
8302 Carnegie Natural Gas 
Co. 
Murphy Oil Co. of Oklahoma, 
Inc.: 





Centerville District_| W. Va.... 










Glenville District...| W. Va.... 













7477 Universal Gasoline Co..| Doyle Pool__........| Okla......| Stephens_....... 
7478 Continental Oil Co.-.-.- Kempner West......| Tex.......| Wichita........- 
7479 Sinclair Oil & Gas Co__| East Texas.........- 


Murphy Oil Co. of Pennsylvania: 
5422 Hope Natural Gas Co-.. 
5423 Hope Natural Gas Co-. 

Homer W. Myers et al.: 

5631 Hope Natural Gas Co_. 
5640 Hope Natural Gas Co-- 
5645 Hope Natural Gas Co_. 

Nabob Production Oo.: 

5281 Coltexo Corp.-....-...-- 


See footnotes at end of table (p. 1250). 





New Milton District. 











Grant District. -....- 
McKim District... 
McKim District -.- 































































PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


National Oil & Gas Co.: 
8301 Equitable Gas Co Glenville District... 
Natural Gasoline Corp.: 
3710 Texas Eastern Trans- | Willow Springs 
mission Corp. 
Neg] Ol & Gas Co.: 
8390 Hope Natural Gas Co.. . Doddridge......| 7 13 55 
R. Del ange and O. Neathery: 
2691 Trunkline Gas Co Goliad 
Nebo Oil Co., Inc.: 
2964 Placid Oil Co 
Nemours Corp.: 
2855 United Gas Pipe Line 
Co. 
Holly Nestor: 
3861 Godfrey L. Cabot, Inc.| Sherman District_..| W. Va_...| Calhoun... ...-. 
C. J. Nevner: 
3833 Colorado Interstate Gas | Hugoton Haskell®.......- 
Co. 
Newmont Oil Co.: 
8242 United Gas Pipe Line | Eugene Island 
Co. 
Nichols & Updegraff: 
3504 North Penn Gas Co....| Pleasant Valley 
3641 North Penn Gas Co....| Skinner Hollow 
3642 North Penn Gas Co....| Nebron a 
Edwin Nielsen et al.: 
6310 United Gas Pipe Line | Koonts Victoria. 
Co. 
6327 Tennessee Gas Trans- 
mission Oo. 
6477 United Gas Pipe Line 
Co. 
D. Nits et al lease: 
8225 Hope Natural Gas Co.. 
Northside Wildcat Oil] & Gas 
Co.: 
8579 Manufacturers Light.&4 | Thompson Park --_-.- 
Heat Co. 
Nollem Oil & Gas Corp. et al.: 
6921 Cumberland & Alle- | Roaring Creek Dis- . Va.* Randolph* 
gheny Gas Co. trict. 
6022 Oumberland Alle- | Mountain Lake Park.| W. Va.*...| Randolph* 
gheny Gas Co. 
6023 Cumberland Alle- | Mountain Lake Park. >. Randolph* 
gheny Gas Co. 
6024 Cumberland Alle- | Mountain Lake Park. . Va.*...| Randolph* 
gheny Gas Co. 
6925 Cumberland Grant District___..* . Va.*...| Randolph*. 
gheny Gas Co. 
G. B. Norman: 
8310 Hope Natural Gas Co..| Washington Dis- , ...-| Calhoun 
trict. 


The North Central Texas Oil 
Co.: 
5148 United Gas Pipe Line | Baxterville I ..----| Marion 
Co. 
North Eight Producing Co.: 
2869 United Fuel Gas Co....| Belcher ‘ Sateall ME aeeed 
2870 United Fuel Gas Co....| Belcher y. Va__..| Kanawha. .....-. 
See footnotes at end of table (p. 1250). 
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PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO..G-, 
AND PURCHASER# 


D. A. Null: 
3917 Null & Moorhead Co... 
5581 Hope Natural Gas Co... 
Null & Moorhead Gas Co.: 
2942 Carnegie Natural Gas 
Co. 
5583 Hope Natural Gas Co.. 
I. Earl Nutter: 
3155 Natural Gas Pipe Line 
Co, of America. 
Gail Nutter: 
5623 Hope Natural Gas Co.. 
L. D. Nutter Gas Co.: 
8201 Hope Natural Gas Co-. 
Frank E, O’Brien et al.: 
3580 New York State Nat- 
ura] Gas Corp. 
W. B. and J. G. O’Brien et al.: 
5268 Coltexo Corp 
M, P. O’Meara et al.: 
8374 Tennessee Gas Trans- 
mission Co, 
The Ohio Fuel Supply Co.: 
4224 Northern Natural Gas 
Co. 
Ohio Oil & Gas Co.: 
5460 Hope Natural Gas Co.- 
8585 Hope Natural Gas Co.. 
Ohio-West Virginia Oil & Gas 
Co. 
4093 National Gas & Oil 
Corp. 
Oil Participations, Inc.: 
4363. Tennessee Gas Trans- 
mission Co, 
4364 Tennessee Gas Trans- 
mission Co. 
Oil Well Drilling Co.: 
6926 Phillips Petroleum Co. 
6927 Phillips Petroleum Co-. 
6928 Phillips Petroleum Co.. 
6929 Phillips Petroleum Co-. 
Ola O, White Farm Oil & Gas 
Co.: 
4982 Godfrey L. Cabot, Inc-- 
Alcie Oldacre Gas Co.: 
5612 Hope Natural Gas Co-. 
R, Olsen: 
8088 El Paso Natural Gas 
Co. 
8089 El Paso Natural Gas 
Co. 
8090 E] Paso Natural Gas 
Co. 
Olsen Warden et al.: 


Orange Grove Oil & Gas Co.: 
6307 Trunkline Gas Co 


Church District... -- 
Lincoln District 


Center District 
Church District. -- 


West Panhandle. .-- 


Sherman District__.. 
Collins District _.’ Wy Wiad 


Benezette Town- 
ship. 


FU cconasd 


Hugoton 


Meade District 
Meade District 


Eunice Monument-. 
Goldsmith 


Orange Grove 


See footnotes at end of table (p. 1250). 


8 19 55 


7 13 55 


10 11 55 


10 11 55 


10 11 55 








PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


B. B. Orr: 
2656 Texas Eastern Trans- 

mission Corp. 

Osborne Development Co.: 

3770 South Penn Natural 
Gas Co. 

J. R. and D. C. Osborne: 

3764 South Penn Natural 
Gas Co. 

Osborn Ralston Gas Co. et al.: 
5617 Hope Natural Gas Co.. 

Ottawa Gas Co.: 

5486 Hope Natural Gas Co_. 
5496 Hope Natural Gas Co-..| 

The Otto Nelle Oil & Gas Co.: 

8535 South Penn Natural 
Gas Co. 
8537 Kidd Barron 

K. D. Owen et al.: | 
el 

Owens Llinois Glass Co.: 

8208 Hope Natural Gas Co-. 

P. & M. Oil Co.: 

8397 Hope Natural Gas Co_-_| 

Paisano Trading Co., Ltd.: 
2552 Trunkline Gas Co 

Palermo Gas Co.: | 
6892 South Penn Natural 

Gas Co. 

Pan American Petroleum Corp.: 
2788 Texas Gas Corp.-..-..--- 
2789 Texas Gas Pipe Line 

Corp. 
2790 Texas Gas Pipe Line 
Corp. 

Pan-Am Southern Corp.: 

3001 Arkansas Louisiana Gas 
Co. 

5184 Tennessee Gas Trans- | 
mission Co. 

5185 The Chicago Corp-....- 

5201 Tennessee Gas Trans- | 
mission Co. | 

F. C. Parker: 

7456 Northern Natural Gas 
Co. 

Pasotex Petroleum Co.: 

7194 Warren Petroleum Corp 
7195 Warren Petroleum Corp 
7196 Warren Petroleum Corp. 

Pate Gas Co.: 

7788 United Fuel Gas Co 

Herbert C. Paulus: 

4107 Ohio Fuel Gas Co 

The Pawnee Corp.: 

8502 Hope Natural Gas Co_. 

Pearl Oil & Gas Co.: 








2862 Kentucky West Virginia 
Gas Co, 


See footnotes at end of table (p. 1250). 


PRODUCER LIST 


FIELD NAME 


Willow Springs----.. 
Washington Dis- 
trict. 


Curry District 


Troy District. 


Washington District 
Washington District 


Grant District 


Grant District -_-...} 


North Sun.........- 
Unnamed..........- 
W. Union District _.. 
Paisano 

Jefferson District... . 


Spindletop........-- 
Big Hill Area. -....- 


Simsboro 


San Salvador.......- 
San Salvador--......- 
San Salvador. 


Spider - - 


Maysville........... 
Washington District 


Maysville. .........-| 


Unnamed 


Unnamed 


Grant District -_..--} 





STATE 


Ww. 


Ww 


Ww. 


Ww. 
Ww. 


Wasa 


= Villines 








GRANDFATHER CERTIFICATES—Continued 


COUNTY 


Putnam........ 


Ritchie 


Ritchie. 


Marion... 


Doddri 


Jim We 


Lincoln. 





Ritchie 


Pike. 


dge 


lis 










DISPOSI- 
TION 
DATE 


12 13 54 


1 31 


ll 
ll 


55 


55 


55 


13 £ 


13 5s 


30 


20 


12 
12 


29 § 
29 


~ 


18 55 


55 


7 55 


11 15 55 


ll 
ll 
1l 


15 
15 
15 
17 
55 


7 13 55 


12 29 54 
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| DIs- 
PORI- 
TION ? 












Iss. 

















Iss. 














Iss. 























Iss. 
Iss. 























Wtd. 




















Iss. 








| Iss. 











Iss. 














Iss. 


























Rej. 








Rej. 
Rej. 

















Iss. 














Iss. 
Iss. 
Iss. 














Iss. 








Wtd. 











Iss. 








Iss. 











PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER*, DOCKET NO. G-, 
AND PURCHASER# 


J. E. Peck Estate: 
8798 United Fuel Gas Co.... 
Penn Hunt Oj] & Gas Co.: 
8363 Hope Natural Gas Co-. 
Penn-Ohio Gas Co.: 
7271 Natural Gas Co. of 
West Virginia. 
Penova Interests: 
4091 Hope Natural Gas Co-.. 
Neville G. Penrose, Inc et al.: 
8266 Skelly Oil Co 
8267 Skelly Oil Co 
8268 
8269 
8270 
8271 
8272 
8273 


Skelly Oil Co 
Shell Oil Co et al 
Skelly Oil Co.... 


Skelly Oil Co 
Skelly Oil Co... 
Skelly Oil Co 
Skelly Oil Co 
Skelly Oil Co 
Skelly Oil Co 
Skelly Oil Co 
Skelly Oil Co 
Skelly Oil Co 
Skelly Oil Co 


8279 
8280 


8282 
8283 
8284 
8285 
V. C. Perini, Jr.: 
2878 Texas Natural Gasoline 
Corp. 
2879 Texas Natural Gasoline 
Corp. 
2880 Texas Natural Gasoline 
Corp. 
2881 Texas Natural Gasoline 
Corp. 
H. W. Perritt: 
6702 United Gas Pipe Line 
Co. 
Perrytown Gas Co.: 
5754 South Penn 
Gas Co. 
Peters, Writer, & Christen: 
8545 Northern Natural Gas 
Co. 
Peterson Petroleum Corp.: 
8060 Southern Natural Gas 
Co. 
Philadelphia Oil Co.: 
7261 Equitable Gas Co 
7262 Equitable Gas Co 
B. F. Phillips: 
2866 Southern Natural Gas 
Co. 
Phillips Gas Co.: 
8504 Hop Natural Gas Co.. 


Natural 


Crawley Creek 
Union District 


Switzerland District. 


Grant District. .-.... 


Permian Basin A... 
Permian Basin A... 
Permian Basin A-.. 
Permian Basin A--. 
Permian Basin A... 
Permian Basin A... 
Permian Basin A--. 
Permian Basin A... 
Permian Basin A-.. 
Permian Basin A... 
Permian Basin A... 
Permian Basin A-.-. 
Permian Basin A... 
Permian Basin A--. 
Permian Basin A... 
Permian Basin A... 
Permian Basin A... 
Permian Basin A... 
Permian Basin A--- 
Permian Basin A... 


Truby Strawn. .--.-.. SURIB. a cnnccvdi 


Truby Strawn---...- (eer 


Pitzer 


Jones. .......-.- 


POR a niccscnniee 


Webster. .-.-....-. 


Perrytown 


McKinney 


Millhaven 


Troy District -- 


Birch District 


Joaquin Logans..-.* 


Ripley District--~.- 


See footnotes at end of table (p. 1250). 


7 13 55 


10 20 55 
10 20 55 
10 20 55 
10 20 55 
10 20 55 
10 20 55 
10 20 55 
10 20 55 
10 20 55 
10 20 55 
10 20 55 
10 20 55 
10 20 55 
10 20 55 
10 20 55 
10 20 55 
10 20 55 
10 20 55 
10 20 55 
10 20 55 


12 12 54 


12 12 54 


12 12 54 


12 12 54 


10 17 55 


3 7 55 





PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 


DISPOSI- | DIs- 
AND PURCHASER# 


TION POsI- 
DATE | TION? 


Leonard W. Phillips: 
4031 United Gas Pipe Line 
Co. 
4220 United Gas Pipe Line 
Co. 
Phillips Petroleum Co.: 
2616 Lone Star Gas Co 
2618 Lone Star Gas Co 
2626 Lone Star Gas Co...... 
2627 Lone S.ar Gas Co...... 
2636 Lone Star Gas Co 
3333 Arkansas Louisiana 
Gas Co. 
3337 Arkansas Louisiana 
Gas Co. 
3367 Shell Oil Co. 
3368 Shell Oil Co 
3454 Humble Oil & Refin- 
ing Co. 
3463 Shell Oi] Co 
3464 Shell Oil Co 
3504 Cities Service Gas Co-.. 
3505 Skelly Oil Co 
. L, Pickens: 
4104 United Gas Pipe Line 
Co. 
Pigeon Creek Gas Co.: 
7765 United Fuel Gas Co.... 


Luther G. Pigott: 
8393 Hope Natural Gas Co.. 
8395 Hope Natural Gas Co.. 
8396 Hope Natural Gas Co-. 
Pioneer Petroleum Co.: 
8297 Panhandle Eastern 
Pipe Line Co. 
Pipe Line Construction and Drill- 
ing Co.: 
4089 United Fuel Gas Co... 
4523 New York State Na- 
tural Gas Corp. 
5562 Hope Natural Gas Co-.. 
5592 Hope Natural Gas Co.. 
5626 Hope Natural Gas Co.. 
R. G. Piper: 
4877 Tennessee Gas Trans- 
mission Co. 
Pittsburgh Construction Coal 
Co.: 
2747 United Fuel Gas Co.... 
Placid Oil Co.: 
4652 Texas Gas Transmis- 
sion Corp. 
4849 Arkansas Fuel Oil 
Corp. 
6005 Olin Gas Transmission 
Corp. 


See footnotes at end of table (p. 1250). 
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PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Plains Exploration Co, et al.: 
7240 Kansas-Nebraska Nat- 
ural Gas Co, 
Plant Gas Co.: 
5598 Hope Natural Gas Co-.. 
H. B. Poff: 
7918 Phillips Petroleum Co.. 
Point Corp.: 
5939 United Gas Pipe Line 
Co. 
Corel Poling et al.: 
8187 Hope Natural Gas Co.. 
Pond Fork Oil & Gas Co.: 
5428 Hope Natural Gas Co-. 
5433 Hope Natural Gas Co.. 
5501 Hope Natural Gas Co.. 
Post Gas Companies et al.: 
5650 Hope Natural Gas Co.. 
Tom Potter: 
6450 Arkansas Louisiana Gas 
Co. 
Powell Farms Gas & Oil Co.: 
5607 Hope Natural Gas Co.. 
I. J. Powell Gas Co.: 
5594 Hope Natural Gas Co.- 
Powers Gas Co.: 
5488 Hope Natural Gas Co-. 
Prather Gas Co.: 
5413 Hope Natural Gas Co-. 
Jack Price: 
7302 Manufacturers Light & 
Heat Co. 
W.N. Price: 
6744 Shamrock Oil & Gas 
Corp. 
W.N. Price, et al.: 
6745 El Paso Natural Gas 
Co. 
Pridemore & Adkins: 
7745 South Penn Natural 
Gas Co. 
7797 South Penn Natural 
Gas Co. 
J. F. Pritchard: 
8524 Mississippi River Fuel 
Corp. 
Proctor Sparks: 
3248 United Fuel Gas Co--.-- 
Progress Petroleum Co. of Texas: 
4223 Tennessee Gas Trans- 
mission Co. 
John E. Prothro, et al.: 
6512 United Gas Pipe Line 
Co. 
6513 United Gas Pipe Line 
Co. 
Prunty Oil & Gas Co.: 
4978 Godfrey L. Cabot, Inc.- 
Purviance & Smith: 
2946 Lone Star Gas Co------ 


PRODUCER LIST? 


Sherman District... 


Sherman District. - 
Crook District 


Crook District 
Birch District 


Troy District 


Murphy District... 


Benezette Township. 





Willow Springs - --.- 





Willow Springs 


GRANDFATHER CERTIFICATES—Continued 


COUNTY 


Calhoun 


. Va....| Calhoun 








See footnotes at end of table (p. 1250). 


IE ccctatncensens 


Wheeler....-.... 


DATE 


Andrews 


Pleasants 


ES 


eee 


RS....cisawsox 


_ 





DISPOSI- 
TION 


12 55 


13 55 


20 55 


13 55 


11 55 
11 55 
11 55 


13 55 


13 55 


13 55 


8 55 


30 55 


17 55 


17 55 


4 55 


21 55 


12 55 


8 55 


8 55 











DIS- 


POSI- 





Iss. 


Dis. 


Iss, 
Iss. 
Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss, 


Iss. 


Iss. 


Iss. 


Iss. 


Dis. 


Dis. 


Iss. 


Iss. 


PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


B. H. Putnam: 
5616 Hope Natural Gas Co-. 
Putnam Natural Gas Co.: 
3593 United Fuel Gas Co... 
Quaker State Oil Refining Corp.: 
3757 Equitable Gas Co 
5451 Hope Natural Gas Co-.. 
5554 Hope Natural Gas Co-- 
Bee Quin: 
2998 United Gas Pipe Line 
Co. 
J. Moses Raad: 
5453 Hope Natural Gas Co-. 
5458 Hope Natural Gas Co-. 
Racket Oil & Gas Co.: 
5520 Hope Natural Gas Co... 
Paul M. Raigorodsky: 
8340 Texas Eastern Trans- 
mission Corp. 
Floyd C. Ramsey: 
5937 Tennessee Gas Trans- 
mission Co. 
W. D. Randall: 
7893 Texas 
Corp. 
Randolph Gas Co.: 
6963 Cumberland 
gheny Gas Co. 
7795 South Penn 
Gas Co. 
Ranger Gas Co.: 
7618 United Fuel Gas Co.... 
Ranger Oil & Gas Co.: 
8195 Hope Natural Gas Co.. 
Rathbun & Donovan: 
4035 North Central Gas Co. 
C. Ray and Harry E. Martin: 
5447 Hope Natural Gas Co_. 
Ray & Osborne: 
3772 South Penn Natural 
Gas Co. 
Raychel Gas Co.: 
6475 South Penn Natural 
Gas Co. 
A. H. Rebor: 
8209 Hope Natural Gas Co-. 
Reddin Operators Committee: 
4033 Texas Natural Gasoline 
Corp. 
J.J. Redfern, Jr.: 
7878 El Paso Natural Gas Co. 
E. R. Reed: 
3983 United Fuel Gas Co--.- 
5419 Hope Natural Gas Co. 
Reef Fields Gasoline Corp.: 
7343 El Paso Natural Gas 
Co. 
Rex Oil & Gas Co.: 
8164 Hope Natural Gas Co.. 
E. M. Reynolds Gas Co.: 
8501 Hope Natural Gas Co-- 


Gas Products 


& Alle- 


Natural 


>, 
We Weise 
re Wises 
We Wiens 
We Vilssaa 

Cabeza Creek Area. 

Ten Mile District... 

Ten Mile District... 


Murphy District.... 


Unionville 


Tyler County. 


Reddin Unit 


N. Mex... 


We Wiliass 
We Wihnan 


Grannies Creek 
Union District 


We Wilkeas 


Sherman District...! W. Va.... 


See footnotes at end of table (p. 1250). 


Calhoun.-...... 
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PRODUCER#, DOCKET No. G-, 
AND PUR 


8. J. Reynokis Gas Co.: 
5566 Hope Natural Gas Co.. 
Albert E. Rice lease: 
6487 Godfrey L. Cabot, Inc. . 
Rich Oi} & Gas Co.: 
5529 Hope Natural Gas Co.. 
6446 Equitable Gas Co.....-. 
Richards & Hartman Oil and Gas 
Co.; 
8311 Hope Natural Gas Co.. 
Rich Fork Gas Co.: 
3599 Richfort Gas Co........ 
D. V. Richie et al.: 
8770 Montana Dakota Utili- 
ties Co. 
8775 Montana Dakota Utill- 
ties Co, 
Bernard F. Rinehart et al.: 
8313 Hope Natural Gas Co-. 
8314. Hope Natural Gas Co-. 
8315 Hope Natural Gas Co.. 
Rio Bravo Oil Co.: 
3685 Transcontinental Gas 
Pipe Line Corp. 
3686 United Gas Pipe Line 
Co. 
3687 Texas Illinois Natural 
Gas Pipe Line Co. 
3688 Tennessee Gas Trans- 
mission Co. 
Riverhead Gas Co.: 
6419 South Penn 
Gas Co. 
Road Run Oil & Gas Co.: 
4977 Godfrey L. Cabot, Inc.. 
Ira J. Roberts: 
5407 Hope Natural Gas Co-. 
J. I. Roberts: 
8507 Texas Eastern Trans- 
mission Corp. 
Roberts Oil & Gas Co.: 
5410 Hope Natural Gas Co.. 
E, A. Robinson: 
5420 Hope Natural Gas Co.. 
Rocksdale Oil & Gas Co.: 
5459 Hope Natural Gas Co.. 
5463 Hope Natural Gas Co.. 
Mr. and Mrs, A. L. Rougon: 
3235 United Gas Pipe Line 
Co. 
Louis J. Roussel: 
3712 Texas 
Corp. 
Rowan Gas Co.: 
5600 Hope Natural Gas Co.. 
Rowan Oil Co. et al.: 
3240 Permian Basin Pipe 
Line Co. 
3242 Texas Illinois Natural 
Gas Pipe Line Co. 


Natural 


Northern Gas 


See footnotes at end of table (p. 1250). 


PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


DeKalb District....| W. Va...- 
Center District...... We Vahibes 
Murphy District....| W. Va..-- 
Unnamed........... Wa Wiese 
Union District...... We Vancce 
Horse Creek....-..- W.. Vibase. 
Anticline..........- *| Mont..... 
Anticline..........- “| Mont..... 
Unnamed........... WW, Va.ce 

Unnamed........... W. Va... 

Unnamed........... W. Va... 

Bi GR. cncbacccucl SORscsases 
North Pettus......- Pa WR incniad 
TG GRMIR.....crececce WR ctcted 
Edinburg........... ye 
Washington District.| W. Va... 

Unnamed........... We Vkce 

Murphy District....) W. Va-...- 
PR nacidigalicitinies | eee 
DeKalb District....; W. Va..-- 
Union District ...... Wy Cine 
Lee District......... We Vikuu 

Center District...... i 

Cotton Valley....... siesta 
Bayou Mallet_...... cannon 
Tridelphia District..| W. Va...- 
Brunson-............] N. Mex... 
BER ss cnahennses Pehccnanen 










GR encigenne 


















































































8 19 55 


B 






411 55 






10 11 55 


PRODUCER LIST 


GRANDFATHER CERTIFIOATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


J. Robin & Sons: 
7322 United Fuel Gas Co....| Elk District. ° -| Kanawha.......| 10 17 55 
Joe Rubin: 
5487 Hope Natural Gas Co__| Ravenswood District.; W. Va... 
Ruby Oil & Gas Co. et al.: 
4962 Tennessee Production 
Co. 
Rudco Oil & Gas Co. et al.: 
3133 Texas Eastern Trans- 
mission Corp. 
M. B. Rudman: 
4345 Texas Eastern Trans- 
mission Corp. 
Russeli Gas Co.: 
3595 Empire Gas & Fuel 
Co. (Pa.) 
Russell Messenger Gas Co.: 
2653 Equitable Gas Co 
Russell Oil & Gas Co.: 
7474 Hope Natural Gas Co. 
Fred H. Ryan: 
5239 Southwest Gas Produc- 
ing Co. 
Rycade Oi) Corp.: 
6739 United Gas Pipe Line 
Co. 
Salt Dome Production Co. et al.: 
3629 Tennessee Gas Trans- 
mission Co. 
3649 Tennessee Gas Trans- 
mission Co. 
3650 Texas Eastern Trans- | Provident City 
mission Corp. 
3651 Tennessee Gas Trans- | North Louise 
mission Co. 
Samedan Oil Corp. et al.: 
5169 El Paso Natural Gas 
Co. 
5170 El Paso Natural Gas 
Co. 
5171 El Paso Natural Gas 
Co. 
C, L. Sample: 
73}4 New York State Natu- | Benezette Town- 
ral Gas Corp. ship. 
Clark Sample: 
4052 Olin Gas Transmission 
Corp. 
E. F. Sanders, Trustee: 
2746 Kentucky West Vir- 
ginia Gas Co. 
Lewis Sandri et al.: 
4520 New York State Natu- | Benezette 
ral Gas Corp. 
Sanging Branch Gas Co.: 
7787 South Penn Natural | Unnamed 
Gas Co, 


See footnotes at end of table (p. 1250). 
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PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


W. N. Satterfield: 
3124 South Penn Natural 
Gas Co. 
3125 Equitable Gas Co 
3126 Equitable Gas Co 
3202 Equitable Gas Co 
E, W. Savage: 
5468 Hope Natural Gas Co- 
Fred Scandola: 
8335 Carnegie Natural Gas 
Co. 
8336 Carnegie Natural Gas 
Co. 
Schroeder & Hoch Oil and Gas 
Co.: 
4654 South Penn Natural 
Gas Co. 
Schultz Oil Co.: 
5405 Hope Natural Gas Co. 
C. L. Schuster: 
4137 United Gas Pipe Line 
Co. 
H. B. Scott et al.: 
6969 Godfrey L. Cabot, Inc- 
Scott Oil & Gas Co.: 
5578 Hope Natural Gas Co-_- 
8205 Hope Natural Gas Co-. 
Scurlock Oil Co.: 
6817 United Gas Pipe Line 
Co. 
Seatex Oil Company, Inc.: 
3592 United Fuel Gas Co---- 
I. W. Segal: 
8244 Northern Natural Gas 
Co. 
Sellwood Myers: 
2821 Arkansas 
Gas Co. 
Paul Shaffer: 
3165 Kentucky West 
zinia Gas Co. 
The Shamrock Oil & Gas Co.: 
3312 Phillips Petroleum Co-. 
Sharpy & Scurlock: 
7701 Texas Eastern Trans- 
mission Corp. 
J. R. Sharp, Inc.: 
7921 El Paso Natural Gas 
Co. 
7927 Sid 
line Co. 
7928 Sid 
line Co. 
7929 Sid 
line Co. 
7930 Sid 
line Co. 
7931 Sid 
line Co. 


Louisiana 


Vir- 


Richardson Gaso- 


Richardson Gaso- 


Richardson Gaso- 


Richardson Gaso- 


Richardson Gaso- 


Sinking Creek Gilmer 


Rosedale District. - - 
Rosedale District ---. 


Braxton 
Braxton 
Braxton 
DeKalb District - ..- Gilmer 
Union District Ritchie 
Union District Ritchie 


Sheridan District ---. Calhoun........ 


Grant District Ritchie.......... 


Greenwood 


Sherman District--- Calhoun 


Murphy District---- 
Murphy District-_-- 


Ritchie......... 
ES 


N. McFaddin Victoria... ... 


Falling Rock 


McKinney 


Guymon Hugoton-..| Tex 


Spanish Pamp-..-...| Tex 


Keystone Winkier......... 


Keystone Winkler 
Keystone Winkler 
Keystone Winkler......... 
Keystone Winkler 


Keystone Winkler 


See footnotes at end of table (p. 1250). 


DISPOSI- 


11 30 55 


11 30 55 


1 12 55 


10 20 55 


10 20 55 


10 20 55 


10 20 55 


10 20 55 


10 11 55 


10 20 55 





PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


J. R. Sharp, Inc.—Con. 
7932 Sid Richardson Gaso- 
line Co. 
7933 Sid Richardson Gaso- 
line Co. 
7934 Sid Richardson Gaso- 
line Co. 
The Sharples Oil Corp.: 
6081 Phillips Petroleum Co 
Shay MeMullin Co., Inc.: 
2816 Natural Gas Co. of 
West Virginia. 
James I. Shearer: 
3565 New York State Natu- 
ral Gas Corp. 
5620 Hope Natural Gas Co_- 
Shell Oil Co.: 
4325 Tennessee Gas Trans- 
mission Co. 
Shelly & Snider: 
8401 Hope Natural Gas Co_- 
8402 Hope Natural Gas Co-- 
J. H. Shuman Gas Co. et al.: 
5649 Hope Natural Gas Co_. 
Simers Oil & Gas Co.: 
5429 Hope Natural Gas Co_- 
Ira Simmons Gas Co. et al.: 
5595 Hope Natural Gas Co_. 
Jay Simmons et al.: 
4029 United Gas Pipe Line 
Co. 
H. F. Simonton: 
5412 Hope Natural Gas Co_- 
5482 Hope Natural Gas Co_. 
5485 Hope Natural Gas Co-. 
5509 Hope Natural Gas Co-- 
Sinclair Oil & Gas Co.: 
2887 Tennessce Gas Trans- 
mission Co. 
2888 Tennessee Gas Trans- 
mission Co. 
2889 Tennessee Gas Trans- 
mission Co. 
2890 El Paso Natural Gas Co 
2891 FE] Paso Natural Gas Co 
2892 E] Paso Natural Gas Co 
2893 El Paso Natural Gas Co 
2894 El Paso Natural Gas Co 
2895 Natural Gas Pipe Line 
Co. of America. 
2396 Pandhandle Eastern 
Pipe Line Co. 
2897 Colorado Interstate Gas 
Co, 
2898 Colorado Interstate Gas 
Co. 
2899 El] Paso Natural Gas Co 
2900 Colorado Interstate Gas 
Co. 


2901 Phillips Petroleum Co-- 





FIELD NAME 


Keystone 
Keystone 


Keystone 


Benezette Town- 
ship. 
Unnamed. 


Sheridan -- 


Manning District _- 
Manning District -- 


Glenville District - -- 


DeKalb District. _- 


Troy District 


Poehler 


McKim District--.-- 


McKim District -- 
Lafayette. ._....-. 


Lafayette District... 


Mustang Island-_--- 


Donna Area...---- 


San Juan Basin 


Blanco Mesa Verde. 
Blanco Mesa Verde. 


Spraberry 
Eunice Pool 
Lips Area 


West Panhandle. .-- 


Hugoton 
Hugoton 


Midway Lane 
Hugoton 


Borger 


See footnotes at end of table (p. 1250). 


Winkler__....-- 


Winkler 


Winkler 


Midland 


Monroe 


Marion... ..-..- 
Marion 


Pleasants---.._- 
Pleasants - ---- 
Pleasants 
Pleasants 


| eee 


Calhoun 
Hidalgo 


Rio Arriba 
N. Mex... 
N. Mex...| San Juan_...-.- 


NG tac tin 


San Juan.......- 





DISPOSI- 
TION 
DATE 


10 20 55 


10 20 55 


10 20 55 
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PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Sinclair Oil & Gas Co.—Can. 
2902 Phillips Petroleum Co... 
2903 Phillips Petroleum Co. - 
2904 Texas Illinois Natural 

Gas Pipe Line Co. 
2905 Consolidated Gas 
Utilities Corp. 


West Panhandle- -_- 
West Panhandle. - -- 


2906 Northern Utilities Co...| § 


2907 Northern Utilities Co__- 
2908 Cities Service Gas Co__- 
2909 Phillips Petroleum Co-- 
2910 Phillips Petroleum Co... 
2911 Phillips Petroleum Co-- 
2912 Phillips Petroleum Co-- 
2913 Phillips Petroleum Co-- 
2914 El Paso Natural Gas Co 
2915 Lone Star Gas Co 
2916 Lone Star Gas Co 
2917 Lone Star Gas Co 
2918 Lone Star Gas Co. 
2919 Trunkline Gas Co 
2920 Kerr McGee Oil In- 
dustries. 
2921 Tennessee Gas Trans- 
mission Co. 
2922 Tennessee Gas Trans- 
mission Co, 
2923 Henderson Trust No, 2. 
2924 Henderson Trust No. 2- 
_ 2925 Henderson Trust No. 2. 
2926 Henderson Trust No. 2- 
2927 Shamrock Oil & Gas 
Corp. 
2928 Shamrock Oil & Gas 
Corp. 
2929 Shamrock Oil & Gas 
Corp. 
2930 Cities Service Gas Co--- 
2931 Billings Gas Co-_....__-- 
O. N, Singleton: 
2944 Equitable Gas Co 
Sinking Creek Oil & Gas Co.: 
3149 Equitable Gas Co 
Charles T. Sinnamond: 
4516 New York State Na- 
tural Gas Corp. 
Sioux Gas Co.: 
5632 Hope Natural Gas Co... 
Gertrude Skelly: 
2787 Hassie Hunt Trust 
Skelly Oil Co.: 
5370 Southern Union 
Gathering Co. 
5371 Southern Union 
Gathering Co. 
5372 Southern Union 
Gathering Co. 
5373 El Paso Natural Gas 
Co. 


Guymon Hugoton... 
West Panhandle- -_- 
West Panhandle- --. 
West Panhandle. - -- 
West Panhandle. - -- 
West Panhandle. _.. 
ivi ctapnscseces 
Stephens 
Sholem Alechem. ... 
Golden Trend._...-- 
Golden Trend 


West Panhandle. - -. 
West Panhandle... 
West Panhandle. -.- 
West Panhandle. - --. 
West Panhandle. - -- 


Hutchinson 
Hutchinson 
Hutchinson 
Hutchinson 
West Panhandle. ..- 


West Panhandle. ... 


Sinking Creek 


Grant-__- 


See footnotes at end of table (p. 1250). 
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PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Leona Cex Skelton: 
6521 United Gas Pipe Line 
Co. 
Mary Skinner Gas Co. et al.: 
2873 Penn Natural Gas Co-- 
L. N. Skipper et al.: 
3213 Texas Eastern Trans- 
mission Corp. 
Sam Sklar: 
4027 United Gas Pipe Lins 
Co. 
4169 United Gas Pipe Line 
Co. 
4422 Southern Natural Gas 
Co. 
4599 Texas Eastern Trans- 
mission Corp. 
4644 United Gas Pipe Line 
Co. 
4645 Southern Natural Gas 
Co. 
Sloan Oil & Gas Co.: 
7901 
tries. 
Elmer E. Smathers Estate et al.: 
3037 United Natural Gas Co 
A. W. Smith et al.: 
4138 Transcontinental 
Pipe Line Corp. 
G. A. Smith: 
8349 Hope Natural Gas Co-. 
Smith Gas Co.: 
7863 Penova Interests -- 
H. R. Smith et al.: 
787 Texas Gas Corp 
3851 Texas Eastern Trans- 
mission Corp. 
L. E. Smith et al.: 
3254 Arkansas 
Gas Co. 
Lloyd H. Smith, Inc.: 
2753 Texas Gas Corp 
Lloyd H. Smith, Inc., et al.: 
3554 Texas Gas Corp 
3555 Texas Gas Corp 
3556 Tennessee Gas Trans- 
mission Co. 
3557 Tennesseo Gas Trans- 
mission Co. 
3558 Louisiana Natural Gas 
Corp. 
3559 Texas Gas Products 
Corp. 
3560 El Paso 
Co. 
3561 
Co. 
3562 Texas Gas Products 
Corp. 
3563 El Paso 
Co. 


Gas 


Louisiana 


Natural Gas 


El Paso Natural Gas 


Natural Gas 


Kerr McGee Oil Indus- 





Baxterville 


Glenville District...| W. Va-_-.-.. 


North Lansing 


Rodessa 


I a entctenasnct 


Willow Springs. .-_-| 


Gregg......- 


Sibley. Webster... 


Millhaven. -.-- Ouachita 


Panhandle 


a, 


Lacy.... Hidalgo* 





McKim District-- -.- Pleasants -- _- 
Murphy District_..- 

Fig Ridge 

Riverdale 


Rodessa 


West Panhandle. -.. 


N. Port Neches. -... 
N. Port Neches-.... 
SW. Hutchens 


Orange.... 
Wharton 


North Elton 

Spraberry Trend... 
Spraberry Trend... 
Spraberry Trend_... 
Spraberry Trend...- 


Spraberry Trend.... 


See footnotes at end of table (p. 1250). 








1220 PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 


DISPOSI- 
AND PURCHASER# FIELD NAME 


TION 


Smith Oil & Gas Co.: 
5402 Hope Natural Gas Co..| Murphy District_... é Ritchie_- 
R. E. Smith et al.: 
7731 Tennessee Gas Trans- | Tom Graham 
mission Co. 
7732 Tennessee Gas Trans- | Agua Dcoler_._...-- 
mission Co. 
8. A. Smith. et al.: 
5400 Hope Natural Gas Co._| Union District. 
Sophia M. Smith, et al.: 
3612 Godfrey L. Cabot, Inc.| Sheridan District...| W. Va_..- 
Snider & Goodwin: 
5589 Hope Natural Gas Co..| Grassy Run Wes Vaious 
R, Snyder: 3 
7854 Manufacturers Light & | Unnamed W. Va.... 
Heat Co. 
Sohio Petroleum Co.: 
4564 Texas Illinois Natural | Fairbanks Area 
Gas Pipe Line Co. 
4582 Texas Eastern Trans- | Delhi 
miss‘on Corp. 
4583 Mississippi River Fuel | Hico Knowles---- 
Corp. 
4584 United Gas Pipe Line Beauregard 
Co. | 
4585 Texas Northern Gas | 8S. Lewisburg....-.-- } Li ....-| Acadia 
Corp. 
4586 Lone Star Gas Co......| Ridgeway Stephens 
4602 Texas Northern Gas | 8. Lewisburg 4 Acadia 
Corp. 
4603 Texas Northern Gas | S. Lewisburg I i scacnied 
Corp. 
Sorelle & Sorelle: 
2591 Tennessee Gas Trans- i 3 Colorado. --.-- 
mission Co. 
Southern Penn Natural Gas Co.: 
7004 Hope Natural Gas Co_.| West Virginia We Weiees 
Southeastern Gas Co.: 
3210 United Fuel Gas Co....| Unnamed WW. Var 
3222 Hope Natural Gas Co_.| Unnamed Wie We ocak Gv cstecate 
Southern Production Co., Inc.: 
2583 Southern Natural Gas | Kelly Snyder__.-...| La.*_ ---- De Soto 
Co. 
Southern Union Gas Co.: 
4612 El Paso Natural Gas | Blanco Mesa Verde.| N. Mex --| San Juan*_...--- 
Co. 
South Union Gathering Co.: 
7670 El Paso Natural Gas ‘ N. Mex...| San Juan 
Co. 
7671 El Paso Natural Gas | Blanco Mesa Verde.| N. Mex---| San Juan 
Co. 
Southray Oil Co.: 
8318 Texas Gas Products | Unnamed 
Corp. 
Southwest Gas Producing Co., 
Inc.: 
2594 Texas Eastern Trans- | N. Lisbon 
mission Corp. 




















See footnotes at end of table (p. 1250). 





PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


8.W. Natural Production Co.: 
7229 Mississippi River Fuel 
Corp. 
Spartan Gas Co.: 
7543 United Fuel Gas Co-..- 
7546 United Fuel Gas Co_..-. 
Spruce Oil & Gas Co.: 
5398 Hope Natural Gas Co.- 
R. A. Stacy: 
7369 Arkansas Louisiana 
Gas Co. 
Stalnaker Gas Co.: 
5570 Hope Natural Gas Co-. 


Standard Oil Co. of Texas: 
7211 El Paso Natural Gas 
Co. 
7212 El Paso Natural Gas 
Co. 
7215 Lone Star Gas Co------ 
7216 Texas Gas Corp 
7217 El Paso Natural Gas 
Co. 
7218 El Paso Natural Gas 
Co. 
7219 Butler, J.R 
7220 Lone Star Producing 
Co. 
7221 Warren 
Corp. 
7222 Butler, J.R 
7223 El Paso Natural Gas 
Co. 
7224 Warren 
Corp. 
Buhl Stanley: 
5194 Carnegie Natural Gas 
Co. 
A. B. Starcher et al. lease: 
8222 Hope.Natural Gas Co 
8224 Hope Natural Gas Co 
Barbara Starcher: 
8503 Hope Natural Gas Co 
Everett Starcher et al.: 
5492 Hope Natural Gas Co 
Reed Starcher et al.: 
8211 Hope Natural Gas Co-_. 


Petroleum 


Petroleum 


States Oil Co. et al.: 
4083 United Gas Pipe Line 
Co. 
4095 United Gas Pipe Line 
Co. 
4096 
Co. 
Stephens Petroleum Co.: 
2949 Lone Star Gas Co. 
Ray Stephens, Inc.: 
3022 Cities Service Gas Co-- 


United Gas Pipe Line 





DISPosI- 


FIELD NAME TION 


Murphy District... 

Scottsville 

Washington Dis- 
trict. 

Langlie Mattix. 

Kelly Snyder 

Sivells Bend 

East Mayes.- 

Fowler 


Langlie Mattix 


Wilshire 
Eunice Monument..| N. Mex... 


Wi adauas 
N. Mex... 


E. Vealmoor 
Langlie Mattix . 


Monument.........*| N. Mex--- 


Union District 3 Waleoea 


Lee District 
Lee District 


Calhoun. --.....- 
Calhoun. -....../ 


Calhoun... -...... 
Troy District 


Washington Dis- Ww. 


trict. 
Greenwood Waskom.| La. 


Greenwood Waskom.} La- 


Greenwood Waskom. 





Killens Ferry. 55 


Cement 


See footnotes at end of table (p. 1250). 
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PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCERS, DOCKET NO. G-, 
AND PURCHASER# 





D. H. Stephenson et al.: 
8171 Hope Natural Gas Co.. 

William F. Stevens: 

5140 Kansas-Nebraska Nat- 
ural Gas Co. 

Stevenson Development Co.: 
4508 New York State Nat- 

ural Gas Corp. 

Stewarts Creek Gas Co. et al.: 
2833 Equitable Gas Co-...... 
2939 Equitable Gas Co--.-...- 
2940 Equitable Gas Co-..-.-..- 

Bluford Stinchcomb et al.: 

3174 Arkansas Louisiana 










Otter District....... 










Big Springs. -......../ Nebr......| Deuel........-.- 




















Stewarts Creek.....- 
Stewarts Creek...... 
Stewarts Creek...... 



























































SI iccccscccscs) SO. ccesce 










Gas Co. 
Nellie M. Stinespring: 
5424 Hope Natural Gas Co..| 8, W. District......-. Doddridge.- -... 4 11 55 | Iss. 
Stockton Gas Co.: 
7599 United Fuel Gas Co....| Unnamed.--........- . ee 11 15 55 | Iss. 





T. 8S, Stoneman: 
3257 Gaylord Container Co.. 
Harry J. Striep Estate: 
4061 United Gas Pipe Line 
Co, 
O. H. Stumbo, Trustee: 
3937 Kentucky West Vir- 
ginia Gas Co. 
A. H. Stump Gas Co.: 
7279 Godfrey L. Cabot, Inc. 
Stump & Conklin Gas Co,: 
8214 Hope Natural Gas Co.. 
Ervin Stump et al.: 
8204 Hope Natural Gas Co.. 
Fred and Ollie Stump Gas Co.: 
5502 Hope Natural Gas Co... 
8207 Hope Natural Gas Co.. 
Sue Gas Co.: 
7591 South Penn Natural | Unnamed........... We Wines 
Co, 
E. L. Summers Gas Co. 
5504 Hope Natural Gas Co.. 
Summit Gas & Development Co.: 
8414 South Penn Natural | Unnamed.-.-......... We V@cncc] GRU nccccucns 
Gas Co, 
Eva Sumpter Gas Co., et al.: 
2876 Equitable Gas Co...... 
Sun Oil Co.: 
3657 Transcontinental Gas 
Pipe Line Corp. 
6657 Lone Star Gas Co...... 
7344 Lone Star Gas Co.....- 
7345 Lone Star Gas Co...... 
7346 Lone Star Gas Co...... 
Sunray Mid-Continent Oil Co.: 
2981 Lone Star Gas Co...... 
2982 Lone Star Gas Co...... 
2983 Lone Star Gas Co...... 
2984 Lone Star Gas Co...... 
2985 Lone Star Gas Co...... 


See footnotes at end of table (p. 1250). 


wnneen--e-}| AVLISS..-..-} LEAMA .....---- 









Center District...... . nctscanny 10 17 55 | Iss. 









Sherman District...) W. Va....| Calhoun........ 7 13 55 | Iss. 












Sherman District...) W. Va....| Calhoun........ 7 13 55 | Iss, 

















Sherman District... 
Sherman District... 


Ws Weiea 
Wi, Viisocs 


Calhoun........ 411 55 | Iss. 
Calhoun........ 7 13 55 | Iss. 
















Cabell. .cc<ccn- 11 15 55 | Iss. 







We VOccce] BiB ccesceses 











wonncens| VEIG..- nee) VOIUT....------ 


woceccenee| VEIG...---)| VOI... ..-----0 


wwwecesenn| VEIM..e2--) VOI ....-.---- 


wwwwwewcee~| LOR.--22--| VV IDO....-------- 





PRODUCER LIST 


GRANDFATHER OCERTIFICATES—Continued 


PRODUCER#, DOCKET No. G-, 
AND PURCHASER# 


Sunray Mid-Continent Oil 
Co.—Continued 
Lone Star Gas Co......| Wizardwells 
Lone Star Gas Co 
Lone Star Gas Co 
Lone Star Gas Co 
Lone Star Gas Co 
Colorado Interstate Gas 
Co. 
3814 Arkansas Louisiana Gas| Dorcheat] Maced.... 
Co. 
3819 Texas Eastern Trans- | Hico Knowles. 
mission Corp. 
5181 Northern Natural Gas 
Co, 
5182 Colorado Interstate Gas 
Co. 
6052 United Gas Pipe Line 
Co, 
6055 United Gas Pipe Line 
Co. 
The Superior Oil Co.: 
6162 Colorado Interstate Gas 
Co. 
6165 Lone Star Gas Co 
6166 Lone Star Gas Co 
6167 Lone Star Gas Co 
6168 Lone Star Gas Co 
6169 United Gas Pipe Line 
Co. 
6170 Southern Natural Gas 
Co. 
6171 United Gas Pipe Line 
Co. 
6172 United Gas Pipe Line 
Co. 
6173 United Gas Pipe Line 
Co. 
6174 Texas Gas Transmis- 
sion Corp. 
6175 Lone Star Gas Co--...- 
6176 Lone Star Gas Co. ...-- 
6177 Lone Star Gas Co 
6179 Kansas-Nebraska Nat- 
ural Gas Co. 
6181 Lone Star Gas Co- 
6182 Lone Star Gas Co. 
6183 El Paso Natural 
Co. 
6184 Lone Star Gas Co 
6185 El] Paso Natural 
Co. 
6186 El Paso Natural 
Co. 
6187 Lone Star Gas Co-_---.-- 
6188 Kansas-Nebraska Nat- 
ural Gas Co. 
Sutton Brothers, Inc.: 
5584 Hope Natural Gas Co..| Mannington 
District. 


See footnotes at end of table (p. 1250). 
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PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Laris J. Swadley et al.: 
8368 Hope Natural Gas Co.- 
Sweetland Land and Mineral Co.: 
6013 United Fuel Gas Co... 
6014 South Penn Natural 
Gas Co. 
6015 United Fuel Gas Co... 
6016 South Penn Natural 
Gas Co. 
6017 United Fuel Gas Co...-. 
. E. Talking et al.: 
5591 Hope Natural Gas Co-.. 
5611 Hope Natural Gas Co-.. 
5618 Hope Natural Gas Co.. 
8404 Hope Natural Gas Co. 
Tanzey Gas Co.: 
5467 Hope Natural Gas Co 
T. N. and L. W. Tanzey: 
5401 Hope Natural Gas Co. 
Tascosa Gas Co.: 
2765 Phillips Petroleum Co. 
Tate & Gribble: 
5494 Hope Natural Gas Co 
5503 Hope Natural Gas Co 
Edmond Tate: 
3707 Carnegie Natural Gas 
Co. 
5515 Hope Natural Gas Co-. 
Taylor Oil & Gas Co.: 
2598 Trunkline Gas Co 
Templeton Gas Co.: 
7594 South Penn Natural 
Gas Co. 
Harry L. Tennant: 
8359 Hope Natural Gas Co-.. 
Tennessee Production Co.: 
2648 Tennessee Gas Trans- 
mission Co, 
8. J. Tepe: 
6933 New York State Nat- 
ural Gas Corp. 
J. V. Terrill: 
4638 Odessa Natural Gaso- 
line Co. 
The Texas Co.: 
3648 Texas Illinois Natural 
Gas Pipe Line Co. 
4820 Tennessee Gas Trans- 
mission Co. 
4821 United Gas Pipe Line 
Co. 
4822 United Gas Pipe Line 
Co. 
4823 United Gas Pipe Line 
Co. 
4824 Cities Service Gas Co... 
Texas Drilling Co.: 
2520 United Gas Pipe Line 
Co. 


FIELD NAME 


Union District 


Union District 
Sheridan District. _. 


Big Harts Creek_...* 
Union District... - - 


Laurel Hill District - 
Sheridan District. _. 
Sheridan District - _- 
Sheridan District --_. 
Lee District.......- ’ 
Murphy District... 
Murphy District... 


Hugoton 


Unnamed 
W. Union District -- 


Union District 
Grant District_--...- 


McAllen 


Leidy Township. .-- 


South Cowden 


Chocolate Bayou.... 
Hagist Ranch 

Duck Lake 

Bethany 

Baxterville 
Hugoton 


8. Rankin 


See footnotes at end of table (p. 1250). 


DISPOSI- 
TION 
DATE 


Ritchie 


Lincoln 
Lincoln 


Lincoln 
Lincoln 


Lincoln 
Calhoun. --....- 
Calhoun. ....... 
Calhoun 


Calhoun. -.....-. 


Ritchie 


Doddridge......| 4 
Doddridge......| 4 


Doddridge 
Doddridge 
Hidalgo 


Cabell 


Montgomery*...| 12 23 54 


Clinton 





PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Texas Eastern Products Corp.: 
2775 Texas Eastern Trans- 
mission Corp. 
2776 Arkansas Louisiana 
Gas Co. 
2778 Texas Eastern Trans- 
mission Corp. 
Texas Gas Corp.: 
8048 Texas Eastern Trans- 
mission Corp. 
Texas Gas Exploration Corp.: 
2748 Texas Gas Transmis- 
sion Corp. 
Texas Gas Products Corp.: 
4721 El Paso Natural Gas 
Co. 
Texas Gulf Producing Co.: 
2826 Transcontinental 
Pipe Line Corp. 
2827 Lone Star Gas Co 
2828 Permian Basin Pipe 
Line Co. 
2829 United Gas Pipe Line 
Co. 
2830 
2832 
3009 
Co. 
3010 
Co. 
3056 
3145 
Co. 
3146 
Co. 
3147 Louisiana Nevada 
Transit Co. 
4319 Trunkline Gas Co 
Texola Drilling Co., Inc.: 
8325 Kansas-Nebraska Nat- 
ural Gas Co. 
0. C, Thomas: 
5565 Hope Natural Gas Co-. 
J. R. Thomey: 
8172 Hope Natural Gas Co.. 
8176 Hope Natural Gas Co.. 
8189 Hope Natural Gas Co.. 
Albert A. Thornbrough: 
3780 Colorado Interstate Gas 
Co. 
Thurman Goff Gas Co.: 
5561 Hope Natural Gas Co-. 
Thursday Oil & Gas Co.: 
5425 Hope Natural Gas Co.. 
Tide Water Oil Co.: 
3718 Texas Illinois Natural 
Gas Pipe Line Co. 
3719 United Gas Pipe Line 
Co. 


Texas Gas Corp 
Shell Oil Co- 
United Gas Pipe Line 


United Gas Pipe Line 


Trunkline Gas Co 
Southern Natural Gas 


Southern Natural Gas 








FIELD NAME 


Hagist Ranch 
E. Haynesville 


West Hamshire 


Weiner Floyd 


COs ce dcincctivace 


NW. Shamrock 


Monument N. Mex... 


N. McFaddin mint 
N. Port Neches-.-.-- 

Englehart 

Dulac 


UR istsicnwna 


Columbus 
Spider 


Gwinville 
Cotton Valley 
Columbus..........- 


Guymon Hugoton_- 


Grant District liens: 
Sardie District 
Sardie District -.-- 
Grant District 


» 
ewe 
>, 


Hugoton 


DeKalb District....| W. Va...- 


Murphy District -_..| W. Va_-.- 
Old Ocean a 


Red Fish Bay aca 


See footnotes at end of table (p. 1250). 





Ovamge....<..... 
Colerado 
Terrebonne 


Terrebonne 


Colorado 
De Soto 


Jefferson Davis -. 


Webster 


Colorado 


Ritchie 
Harrison 
Harrison...- 


Doddridge 


Hamilton 


Gilmer 
Ritchie_......... 
Brazoria 


Nueces 








ll 
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PRODUCER LIST 


GRANDFATHER CERTIFIOATES—Oontinued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Tide Water Oi] Co.—Centinued 
3720 Iroquois Gas Corp 
3721 Texas Eastern Trans- 
mission Corp. 
3722 El Paso Natural Gas 
Co. 
3723 Texas Ilinois Natural 
Gas Pipe Line Co. 
3726 United Gas Pipe Line 
Co. 
3727 Transcontinental Gas 
Pipe Line Corp. 
3728 Tennessee Gas Trans- 
mission Co. 
3729 Transcontinental Gas 
Pipe Line Corp 
3730 Tennessee Gas Trans- 
mission Co. 
3731 Arkansas Louisiana Gas 
Co. 
3732 Texas Illinois Natural 
Gas Pipe Line Co. 
3733 Transcontinental 
Pipe Line Corp. 
3734 Transcontinental Gas 
Pipe Line Corp. 
3735 El Paso Natural Gas 
Co. 
3736 Tennessee Gas Trans- 
mission Co. 
3737 Texas Illinois Natural 
Gas Pipe Line Co. 
3738 Tennessee Gas Trans- 
mission Co. 
3739 Transcontinental Gas 
Pipe Line Corp. 
3740 Tennessee Gas Trans- 
mission Co. 
3742 Transcontinental Gas 
Pipe Line Corp. 
3743 Tennessee Gas Trans- 
mission Co. 
4576 United Gas Pipe Line 
Co. 
6277 United Gas Pipe Line 
Co. 
Tincher Gas Co.: 
7598 United Fuel Gas Co...-. 
Todd Oil & Gas Co.: 
4961 Reno Oil Co 
Toms Creek Gas Co.: 
7614 South Penn 
Gas Co. 
Trans Tex Drilling Co. et al.: 
2786 Texas Eastern Trans- 
mission Corp. 
Frank B. Treat: 
2943 United Gas Pipe Line 
Co. 


Gas 


Natural 


9 29 55 

9 29 55 

9 29 55 

9 29 55 

9 29 55 

East Bernard 9 29 55 
Ray Wilcox 9 29 55 
Sublime 9 29 55 
North Lansing 9 29 55 


LaGloria Brooks* 9 29 55 


West Bernard Wharton 9 29 55 


Live Oak 9 29 55 
Levelland 9 29 55 
Mustang Island 9 29 55 
West Bernard 9 29 55 
West Bishop 9 29 55 
Shield 9 29 55 
9 29 55 
9 29 55 
9 29 55 
9 29 55 


12 9 55 


11 15 55 
7 13 55 


11 15 55 
Willow Springs..... 12 7 &4 


Cotton Valley 12 21 & 


See footnotes at end of table (p. 1250). 





PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET No. G-, 
AND PURCHASER# 


Tri-County Producing Co.: 
8168 Hope Natural Gas Co.. 
Triangle Gas Co.: 
75938 United Fuel Gas Co--.- 
H., E. Troville: 
2661 Colorado Interstate Gas 
Co. 
R. F. Turley: 
7621 United Fuel Gas Co.... 
Turtle Lick Gas Co.: 
3771 South Penn Natural 
Gas Co. 
Twin Cities Gas Co.: 
5489 Hope Natural Gas Co-. 
5490 Hope Natural Gas Co.. 
5493 Hope Natural Gas Co.- 
5499 Hope Natural Gas Co-.- 
5505 Hope Natural Gas Co-- 
5537 Hope Natural Gas Co.. 
Two Lick Oil & Gas Co.: 
5576 Hope Nattiral Gas*Co-. 
Rip C. Underwood: 
6447 Colorado Interstate Gas 
Co. 
6448 Colorado Interstate Gas 
Co. 
Union Oil Co. of California et al.: 
3711 Transcontinental Gas 
Pipe Line Corp. 
Union Sulphur & Oil Corp.: 
3637 Texas Gas Corp 
United Carbon Co., Inc., Md.: 
3892 Colorado Interstate Gas 
Co. 
Natural Gas Distributing Corp.: 
7394 United Gas Pipe Line 
Co. 
7395 United Gas Pipe Line 
Co. 
7396 United Gas Pipe Line 
Co, 
7919 Kansas-Nebraska Nat- 
ural Gas Co. 
Charles H. Updegraff: 
3639 North Penn Gas Co. 
3640 Corning Natural Gas 
Corp. 
4522° New York State .Nat- 
ural Gas Corp. 
Valley Run Oil & Gas Co.: 
3837 Carnegie Natural Gas 
Co. 
Vaughey & Vaughey: 
8555 Texas Eastern Trans- 
mission Corp. 
Vincent & Welch, Inc., et al.: 


4573 South Penn Natural 
Gas Co. 


Murphy District_..- 


Jefferson District ._.. 


Sherman District-.-- 


Sherman District.... 
Sherman District... 
Sherman District.... 


DeKalb District... 


Jefferson -......-. 


Hutchinson*.... 


See footnotes at end of table (p. 1250). 
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PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


W. FM. W. Oil Co.: 
7922 Texas Natural Gasoline 
Corp. 
7923 Warren 
Corp. 
Wade Farm Oil & Gas Co.: 
4976 Godfrey L. Cabot, Inc-. 
Walker Fork Oil & Gas Co.: 
8188 Hope Natural Gas Co.. 


Petroleum 


Walsh & Watts: 
7924 Phillips Petroleum Co-- 
John A. Walters et al.: 
2852 Northern Natural Gas 
Co, 
Basil Wamblade: 
3915 Pennsylvania Gas Co-- 
Warren Petroleum Corp.: 
4140 United Gas Pipe Line 
Co, 
4148 El Paso Natural Gas 
Co. 
4164 Lone Star Gas Co 
Harvey E. Wasson et al.: 
5983 Arkansas Louisiana 
Gas Co. 
Watson Gas Co.: 
7608 United Fuel Gas Co...-. 
John W. Watson: 
6562 El Paso Natural Gas 
Co. 
Watson Oil & Gas Co.: 
8183 Hope Natural Gas Co... 
8198 Hope Natural Gas Co... 


8202 Hope Natural Gas Co-- 
Carnes W. Weaver Drilling Co.: 
4692 Texas Gas Corp 
8240 United Gas Pipe Line Co. 
W. F. Weeks: 
3610 Olin Gas Transmission 
Corp. 
H. H. Weinert et al.: 
2730 Transcontinental Gas 
Pipe Line Corp. 
Frank G. Weirner: 
3003 Lone Star Gas Co 
Welch Oil & Gas Co.: 
4959 Tennessee Production 
Co. 
Nancy L. and James R. Welsh: 
6219 Texas Eastern Trans- 
mission Corp. 
West Union Oil & Gas Co.: 
5498 Hope Natural Gas Co-. 
West Virginia Production Co.: 
5404 Hope Natural Gas Co-- 
5411 Hope Natural Gas Co-. 
5415 Hope Natural Gas Co-- 
5629 Hope Natural Gas Co.. 


Washington Dis- 
trict. 


Slaughter 


Cumberland 


Collins District 

Court House Dis- 
trict. 

Otter District 


LaGloria 


Big Mineral Creek... Grayson _......- 


Unnamed Ritchie 


Englehart 


N. Union District... 


Center District 
Center District 
Center District 
Hamilton District... 


See footnotes at end of table (p. 1250). 





PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Westates Petroleum Corp.: 
3572 El Paso Natural Gas 
Co. 
Western Natural Gas Co. et al.: 
4882 Cities Service Gas Co... 
Western Oil Co.: 
5165 El Paso Natural Gas 
Co. 
Western Pocahontas Corp.: 
6443 Hope Natural Gas Co.. 
Litha Westfall Gas Co.: 
5567 Hope Natural Gas Co. 
Weva Oil Corp.: 
5392 Hope Natural Gas Co-.- 


The J. A. Whelan Gas Co.: 
2676 Hope Natural Gas Co-. 


The Martin J. Whelan Gas Co.: 
2674 Hope Natural Gas Co-. 


The Mike Whelan Gas Co.: 
2675 Hope Natural Gas Co. 


N. H. Wheless et al.: 
4444 Kansas Colorado Utili- 
ties, Inc. 
Wilbanks Bros., Etc.: 
7999 Phillips Petroleum Co--. 


Wiley Gas Co.: 
8360 Hope Natural Gas Co.- 
K. 8. Williams et al.: 
7183 South Penn Natural 
Gas Co. 
7184 South Penn 
Gas Co, 
M. Wilmoth, lease: 
7282 Godfrey L. Cabot, Inc. 
E. C. Wilson: 
8192 Hope Natural Gas Co-. 
E, O. Wilson, Lease: 
5625 Hope Natural Gas Co.. 
Wilson Oil & Gas Co.: 
4973 Equitable Gas Co 
8400 Hope Natural Gas Co.. 
Robert P. Wilson et al.: 
706 Panhandle Eastern 
Pipe Line Co. 
8. E. Wilson, lease: 
5651 Hope Natural Gas Co.. 
Kenneth Wimer, Jr.: 
3002 Mississippi River Fuel 
Corp. 
The Wiser Oil Co.: 
3586 Manufacturers Light & 
Heat Co. 
Witco Oil & Gas Co.: 
4513 Colorado Interstate Gas 
Co. 


Natural 


| 





Langlie Mattix 


Hugoton 


Drinkard 


DeKalb District... 


Spring Creek Dis- 
trict. 


Court House Dis- 
trict. 


Court House Dis- 
trict. 


Court House Dis- 
trict. 


Hugoton 

Spraberry Trend 
Area. 

Unnamed......... aa 

Nameless 


Nameless 


Sherman District ---/ 
Troy District 
Sherman District... 


U 
Lafayette District... 


Hugoton 


Lafayette District... 





West Panhandle.... 


See footnotes at end of table (p. 1250). 








COUNTY 


Stevens. ....- 


Midland..-.....-| 


--| Pleasants 


Monongalia. --. 


Monongalia. - -- 


Calhoun 


{es a 


Calhoun 


Ritehis........ | 


Pleasants 


Pleasants. .....-. 


Lincoln 








DISPOSI- 
TION 
DATE 








1230 PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Wittmer Oil & Gas Corp.: 
3585 The Olin Fuel] Gas Co.. 
Wolf Pen Gas Co.: 
7610 South Penn Natural 
Gas Co. 
Wolf Pen Oil & Gas Co.: 
5417 Hope Natural Gas Co.. 
Wolfson Oil Co.: 
2739 El Paso Natural Gas 
Co. 
Woodall & Jackson Gas Co.: 
7589 United Fuel Gas Co.... 
A. ©, Woodford: 
5604 Hope Natural Gas Co.. 
F. 8. Woodford et al.: 
5560 Hope Natural Gas Co.. 
W. C. Woolf: 
4230 United Gas Pipe Line 
Co. 
Joe A. Worsham: 
3153 Shamrock Oil & Gas 
Corp. 
J. D. Wrather, Jr.: 
3181 Tennessee Gas Trans- 
mission Co. 
Boyd Wright: 
5508 Hope Natural Gas Co.. 
8199 Hope Natural Gas Co.. 
Wright Oil & Gas Co.: 
4979 Godfrey L. Cabot, Inc. 
Wyrick and Hughes: 
3034 United Gas Pipe Line 
Co. 
Henry Yeager: 
6042 Sinclair Oil & Gas Co.. 
Yoak. Hays Gas Co. et al.: 
5577 Hope Natural Gas Co.. 
Zeller Gas Co.: 
6474 South Penn Natural 
Gas Co. 


See footnotes at end of table (p. 1250). 













APPLICATIONS OF PRODUCERS OF NATURAL GAS FOR CERTIFICATES OF PUBLIC 
CONVENIENCE AND NECESSITY WITH DISPOSAL DATES PRIOR TO JANUARY 1, 1956 
SERVICE BEGINNING SUBSEQUENT TO JUNE 7, 1954! 









PRODUCER, DOCKET NO. G-, 
AND PURCHASER# 






FIELD NAME COUNTY TION PoeI- 


Ada Oil Co.: 
2553 Texas-Illinois Natural | West Bernard....... 
Gas Pipe Line Co. 
H. L. Adams, Sr. et al.: 
6697 Arkansas Louisiana | Rodessa.............| La........| Caddo........-- 
Gas Co. 
R. H. Adkins: 
4730 Hope Natural Gas Co... 
Claud E, Aikman: 
8229 El Paso Natural Gas 
Co. 
Clyde H. Alexander et al.: 
8552 United Gas Pipe Line | Elma Haynes.......| Tex.......| Goliad.........- 
Co. 
J. F. Allen lease: 
6130 Hope Natural Gas Co..| Lee District......... 4 .| Calhoun.....--- 
Alpha Petro Corp. et al.: 
4844 Cities Service Gas Co..| Coyle...............| Okla......| Lincoln *......-- 
Amerada Petroleum Corp.: 
8473 El Paso Natural Gas | Eumont...........-- v. ae SS Se neo 
Co.: 
American Gas Production Co.: 
8305 Colorado Interstate | Hugoton............| Kans......| Finney-........- 
Gas Co. 
American Republics Corp.: 
5726 El Paso Natural Gas anaaiene N. A ee ee 
Co. 
Anderson Prichard Oil Corp.: 
4439 El Paso Natural Gas 
Co. 
Walter E. Anderson: 
8721 Warren Petroleum 
Corp. et al. 
M.M. Argo: 
4428 Arkansas Louisiana | Bethany.-...........) Tex.......| Panola.......-.-.. 
Gas Co. 
Arkansas Fuel Oil Corp.: 
2668 United Gas Pipe Line | Bourg...............| La....-..-- 
Co. 
6872 Arkansas Louisiana | Willow Springs.....| Tex.......| Gregg-...-..-.---- 
Gas Co. 
Ashland Oil & Refining Co.: 
3032 Arkansas Louisiana =) eee See 
Gas Co. 
Associated Oil & Gas Co.: 
8408 Trunkline Gas Co......| Alfred...............| Tex.......) Jim Wells....... 
The Atlantic Refining Co.: 
3765 United Fuel Gas Co.... 
4690 Arkansas Louisiana Gas 
Co. 
8668 Texas Eastern Trans- | Jennie Bell..........| Tex......- 
mission Corp. 
8809 Texas Gas Transmis- | Lake Palourde......) La........| Assumption-..... 
sion Corp. 
CRD Ge GE Gi ccceccsn) BiB ccccnccctscneensy We cscs GR cccwiecons 


Bee footnotes at end of table (p. 1250). 
























Brier Creek ........-. W. Va....| Kanawha-._.-..- 3 7 55 | Iss. 









Noelke NE Queen..| Tex..-..-.- Crockett .......- 5 6 55 | Iss. 




















































Jack Herbert.......-. Reece We cewdien 5 31 55 | Iss. 








Golden Trend Area.| Okla.....- Garvin..........| 8 18 55 | Iss, 


























































Midland Esterwood.| La.......- Acadia.......... 11 2 54 | Iss. 
accnadsenctinn Bi ccnnansh Se nccetbdct 2 28 55 | Iss. 
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PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Atmar Producing Co.: 
8911 Cities Service Gas Co-- 
Aylward Drilling Co.: 
8986 Cities Service Gas Co-.. 
Ayers Oil & Gas Co.: 
5385 Hope Natural Gas Co.. 
Barbara Oil Co.: 
8898 Cities Service Gas Co.. 
Barnhart Hydro Carbon Corp.: 
2543 El Paso Natural Gas 
Co. 
Barnwell & Kinzler et al.: 
3016 Arkansas Louisiana Gas 
Co. 
Bass & Vessels et al.: 
8804 Tennessee Gas Trans- 
mission Co. 
E. G. Bateman Drilling Co. et al.: 
3298 United Fuel Gas Co-...- 
Bates & Cornell et al.: 
9327 Texas Gas Transmis- 
sion Corp. 
C. W. Beecher et al.: 
4453 Hope Natural Gas Co-. 
Benedum Trees Oil Co. et al.: 
4353 Stonewall Gas Products 
Co. 
E. M. Beren: 
8926 Cities Service Gas Co-.. 
Big Huff Gas Co. et al.: 
8383 Hope Natural Gas Co.. 
Lee T. Bivins: 
4039 Colorado Interstate Gas 
Co. 
Blalack & Walker: 
2672 Arkansas Louisiana Gas 
Co. 
8979 United Gas Pipe Line 
Co. 
R. H. Boteler: 
8653 United Gas Pipe Line 
Co. 
R. J. Braden et al.: 
5966 Cumberland & Alleghe- 
ny Gas Co. 
5976 Cumberland & Alleghe- 
ny Gas Co. 
Clarence Brady Gas Co.: 
2680 Carnegie Natural Gas 
Co. 
Billy Bridewell et al.: 
8420 Texas [linois Natural 
Gas Pipe Line Co. 
Roy E. Briscoe et al.: 
9123 Texas Eastern Trans- 
mission Corp. 
B. M. Britain et al.: 
4116 Colorado Interstate 
Gas Co. 


North Ripley 
Medicine Lodge 
Murphy District-..-. 
Unnamed........-.-- 


Barnhart 


West Bethany. -.-..-.- 


North Rincon 


Sheridan District - - . 


Flowers 


Whelan 
Big Huff Creek 


W. Panhandle--...-.. 


Carthage 


Carthage......... owe 


Maxie Pistol Ridge- 


Huckhannon Dis- 
trict. 

Buckhannon Dis- 
trict. 


Grand Camp Run. . 


Fulshear- 


Muldon 


W. Panhandle. - ._-- 


See footnotes at end of table (p. 1250). 


DISPOSI- 
TION 
DATE 


10 4 55 
8 29 55 
3 21 55 
8 29 55 


Reagan.........| 10 22 54 


Panola 


Calhoun......-- 


Stonewall 


Panola 


Panola 


11 30 55 





PRODUCER LIST 


NEW SERVICE CERTIFICATES— Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


The British-American Oil Pro- 
ducing Co.: 
6813 American Louisiana 
Pipe Line Co. 
8567 El Paso Natural Gas 
Co. 
C. F. Buckwalter: 
7299 United! Gas Pipe Line 
Co. 
W.E. Burchett: 


6818 Columbian Fuel Corp-. 


P. O. Burgy Drilling & Producing 
Co.: 
8387 
Burk Royalty Co.: 
8815 Lone Star Gas Co_----. 
Burton, Pringle, Hendrick Gas 
Co.: 
2679 Hope Natural Gas Co. 
W. 4H. Buseh: 
8330 Equitable Gas Co 
Byrd Oil Corp.: 
2580 Lone Star Gas Co 
Cabbert Jones Drilling Co.: 
8988 Cities Service Gas Co 
Cabot Carbon Co.: 
9112 El Paso Natural Gas 
Co. 
Cabell Oil & Gas Co.: 
4797 United Fuel Gas Co--- 
The California Co.: 
4809 United Gas Pipe Line 
Co. 
8810 Texas Gas Transmis- 
sion Corp. 
8817 Tennessee Gas Trans- 
mission Co. 
8818 Tennessee Gas Trans- 
mission Co. 
F. A. Callery, Inc.: 
2795 Texas Gas Pipe Line 
Corp. 
3893 United Gas Pipe Line 
Co. 
4669 
Calto Oil Co.: 
2667 Olin Gas Transmission 
Corp. 
Howard Cameron: 
8784 United Gas Pipe Line 
Co. 
Canon Oil Production Co.: 
8777 
F. William Carr et al.: 
6706 United Gas Pipe Line 
Co. 
6960 United Gas Pipe Line 
Co. 


Hopé Natural Gas Co.. 


United Fuel Gas Co-_--- 


Hope Natural Gas Co_. 


Grant ‘District 


Sherman. 


Unnamed........ —_— 
Salt Lake District W. Va.-- 
Winnsbora_. 


ieee pccdieinntebiah 


West Big Lake--- 


Lake Palourde 
Larouse-....... 


Charenton 


West Big Hill 
Napoleon ville_--.-. 
S. Pecan Lake 


Possum Corner 


Pistol Ridge 


McKim District -. -- 
Weesatche 


Weesatche 


See footnotes at end of table (p. 1250). 


We Wilkes 





Ritchie 


Grayson 


Reagan - - - 


Wayne 


St. Martin-_-- 


Assumption... 


LaFourche* 


St. Mary®......- 


Jefferson 


Assumption... -- 


Cameron... -.--- 


Wilkinson 


Forrest... 


Pleasants - 


Nueces......... 


Nueces... .. 


10 25 54 


8 29 55 


10 20 55 


2 11 55 


211 55 


12 30 55 


9 23 55 


9 23 55 


8 19 55 


5 55 


5 55 





PRODUCER LIST 


NEW SERVICE CERTIFICATES— Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Carter Foundation Ptoducing 
Co.: 
2711 The Gwinn Co. 
The Carter Oil Co.: 
3714 Texas Eastern Trans- 
mission Corp. 
4555 Arkansas Louisiana 
Gas Co. 
Cathey Gas Co.: 
8551 Hope Natural Gas Co.. 
Champlin Refining Co.: 
8613 Colorado Interstate Gas 
Co. 
8868 Cities Service Gas Co-. 
Christie, Mitchell & Mitchell 
Co.: 
7331 Tennessee Gas Trans- 
mission Co. 
Cities Production Corp.: 
2721 United Fuel Gas Co.... 
Clark Dale Drilling Co.: 
8064 Phillips Petroleum Co.. 
Clinchfield Coal Corp.: 
7586 Kentucky West Vir- 
ginia Gas Co. 
Phil K. Cochran: 
5205 Arkansas Louisiana 
Gas Co. 
W. H. Cocke: 
3059 United Gas Pipe Line 
Co. 
Cody Oil & Gas Co.: 
4194 Hope Natural Gas Co. 


Colorado Oil & Gas Corp.: 
4735 United Gas Pipe Line - 2 25 55 
Co. 
8789 Colorado Interstate t 6 20 55 
Gas Co. 
Coltexo Corp.: 
3870 United Fuel Gas Co...- 
4315 Panhandle Eastern 
Pipeline Co. 
Columbian Carbon Co.: 
3872 Hope Natural Gas Co.. ° a i 1 3 55 
Columbian Fuel Corp.: 
4308 Panhandle Eastern ----] 11 15 55 
Pipeline Co. 
4310 Panhandle Eastern 
Pipeline Co. 
8994 Colorado Interstate 11 15 55 
Gas Co. 
J. R. Cone: 
7746 El Paso Natural Gas 
Co. 
Coronet Oil Co.: 
8118 Phillips Petroleum Co..| Goldsmith 
E, A. Courtney: 
4719 Transcontinental Gas | Happytown 
Pipe Line Corp. 


See footnotes at end of table (p. 1250). 


12 15 54 
11 15 55 


11 15 55 





PRODUCER LIST 


NEW SERVICE CERTIFICATES— Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Z. L. Cox et al.: 
7324 Northern Natural Gas 
Co. 
Crow Drilling Co., Inc.: 
7313 United Gas Pipe Line 
Co. 
Alec M. Crowell: 
2700 The Gwinn Co 
Crown Central Petroleum Corp.: 
3804 United Fuel Gas Co.... 
Crystal Oil Refining Corp.: 
5211 Arkansas Louisiana 
Gas Co. 
8509 Arkansas Louisiana 
Gas Co. 
Curtis Culpepper et al.: 
4939 Arkansas Louisiana 
Gas Co. 
Dalport Oil Corp et al.: 
8343 El Paso Natural Gas Co 
Katherine Damare: 
8469 United Gas Pipe Line 
Co. 
J.J. Danglade et al.: 
7891 El Paso Natural Gas Co. 
8339 E] Paso Natural Gas Co 
Davidor & Davidor: 
8470 Cities Service Gas Co. . 
Leland Davidson: 
3019 El Paso Natural Gas Co 
Currie B. Davis: 
8320 Trunkline Gas Co...... 
Davis Wharton Drilling Co.: 
4126 Consolidated Gas Util- 
ities Corp. 
Delhi Taylor Oil Corp.: 
8908 Northern Natural Gas 
Co. 
Delta Drilling Co.: ‘ 
2526 Southern Natural Gas 
Co. 
#460 1 Paso Natural Gas Co 
Delta Gulf Drilling Co.: 
9298 Trunkline Gas Co 
C. M. Dorchester: 
2697 The Gwinn Co. 
Francis Dorchester et al.: 
2698 The Gwinn Co..-....... 
James Doughty: 
3998 Texas Illinois Natural 
Gas Pipe Line Co. 
Dunn Mar Oi] & Gas Co.: 
4578 Equitable Gas Co 
Durbin Bond & Co., Inc.: 
2706 The Gwinn Co 
Fairmont Drilling Co.: 
8477 New York State Nat- 
ural Gas Corp. 


Spraberry Trend... 
Colettoville 


Mayflower. 


Clay District 


Gwinville. 


See footnotes at end of table (p. 1250). 
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NEW 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASERS 


W. C. Feazel et al.: 
4427 Texas Eastern Trans- 
mission Corp. 
8153 United Gas Pipe Line 
Co. 
The Federal Royalty Co et al.: 
8385 Tennessee Gas Trans- 
mission Co. 
D. D. Feldman Oil & Gas: 
8292 Texas Natural Gasoline 
Corp. 
Willard E. Ferrell et al.: 
4192 Hope Natural Gas Co.. 
Fidelity Oil Royalty Co et al.: 
2812 Texas Gas Pipe Line 
Corp. 
J. F. and P. C. Flanigan: 
7366 New York State *Nat- 
ural Gas Corp, 
Paul J. Fly et al.; 
8844 United Gas Pipe Line 
Co. 
Forest Oil Corp.: 
2798 United Fuel Gas Co...- 
2804 United Fuel Gas Co...- 
Foster Petroleum Corp.: 
9178 Colorado Interstate Gas 
Co. 
R, R. Frankel: 
8125 Courtney, E. A.-...... 
Franks & Kelsay: 
765 Equitable Gas Co-_....- 
Fryer & Hanson Drilling Co.: 
4848 New York State Nat- 
ural Gas Corn, 
9316 Texas Gas Transmis- 
sion Corp. 
R. H. Fulton: 
2538 ‘Natiral Gas Pipe Line 
Co. of America. 
G, & N. Oil Co.: 
2688 Montana Dakota Utili- 
ties Co. 
Gas Transmission Co.: 
9042 Cities Service Gas Co-. 
J.P. Gibbins: 
8538 El Paso Natural Gas Co. 
Roland J. Godfrey et al.: 
5384 Hope Natural Gas Co-. 
R, N. Goodrich: 
3026 United Gas Pipe Line 
Co. 
William Graham Oil Co.: 
8382 Colorado Interstate Gas 
Co. 
Graham Oil Co.: 
9059 Lone Star Gas Co..-..-. 
Geo. G. Green: 
2702 The Gwinn Co.-.-......-. 





















































































































































































































See footnotes at end of table (p. 1250). 


PRODUCER. LIST 


SERVICE CERTIFICATES-— Continued 





Aberdeen. --........ Miss...... Monroe......... 1 18 55 
ee ee Pehiccses Harrison........ 6 27 55 
PR iccnicniud Wel ccd Wharton.......- 5 13 55 
Mulder Ellenbur...} Tex....... Grayson........| 9 28 55 
Murphy District....] W. Va_...| Ritehie..........] 211 55 
OI i OR ceciiad Jefferson........ 12 29 54 
Benezette Township:|' Pa........| Elk-..-......... 11 15 55 
IE Siicranaionds Fa siceseion Goliad. .........| 7 29 55 
Terrebonne*....| 11 2 54 
Acadia........../11 254 
Morton. ......-. ll 8 55 
Happytown......... Btcacoscn St. Martin...... 11 28 55 
Salt Lick District...) W. Va_...| Braxton......... 7 25 55 
Driftwood..—......- PD dittacsl Gb sntticideden 2 28 55 
eo eee WOR ices PUB occasion 12 16 55 
Hansford... ......... Tex_......| Hansford........ 11 22 54 
Manderson.......... Wye. ...a Big Horn®.....|,10 19 54 
Unnamed........... ee icc ccwes ll 8 55 
Dollarhide Queen...| N. Mex...| Lea............. 5 13 55 
Nicut Siers.......... W. Va....} Calhoun........ 3 21 55 
Duck Lake.......... ivscendsia St. Martin®..... 12 13 54 
ee Kans...... Haskel].........| 5 6 55 
PUD sick ckccdenns Okla...... COR canecnsas ll 8 55 
Gwinville........... a Simpson........| 9 9 55 





Iss. 


Iss. 


Iss, 


Iss, 


Den. 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. 'G-, 
AND PURCHASER# 


Greenbrier Oil Co.: 
4631 El Paso Natural Gas 
Co. 
8529 Louisiana Natural Gas 
Corp. 
A. W. Gregg: 
8877 Trunkline Gas Co 
Jack W. Grigsby: 
2519 United Gas Pipe Line 
Co. 
Otha H. Grimes: 
6868 Permian Basin Pipe 
Line Co, 
Gulf Oil Corp.: 
2585 Montana Dakota Util- 
ities Co. 
P, P. Gunn et al.: 
6132 Hope Natural Gas Co-.. 
The Gwin Co.:- 
2694 Dixie Pipe Line Co- --- 
G. C. Hall et al.: 
2749 Arkansas Louisiana Gas 
Co. 
L. C. Hamilton, Jr. et al.: 
4199 Hope Natural Gas Co.. 
8961 Hope Natural Gas Co-- 


Hardbarger Oil & Gas Co.: 
9047 Carnegie Natural Gas 
Co. 
Hays & Anderson: 
6136 Hope Natural Gas Co.. 
6137 Hope Natural Gas Co.. 
9108 Hope Natural Gas Co-- 
Hiawatha Oil & Gas Co.: 
4344 Stonewall Gas Products 
Co. 
C. E. Hooper et al.: 
8120 United Gas Pipe Line 
Co. 
8. J. Hooper, M.D..: 
8468 United Gas Pipe Line 
Co. 
Houston Oil Co. of Texas.: 
9078 Permian Basin Pipe 
Line Co. 
E. J, Hudson et al.: 
8938 Tennessee Gas Trans- 
mission Co. 
Hudson & Hudson Inc. et al.: 
8747 Permian Basin Pipe 
Line Co. 
Hudson Oil & Metals Co.: 
9165 El Paso Natural Gas 
Co. 


PRODUCER LIST 


8S. E. Lovington....| N. Mex... 


Unnamed 


Lee District 
Washington Dis- 
trict. 


Unnamed 


Pistol Ridge 


Maxie 


West Delta Farm... 


Eo iicinicnniendy en Mas 


See footnotes at end of table (p. 1250). 








1238 PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCERB#, DOCKET NO. G-, 
AND PURCHASER# 


Humble Oil & Refining Co.: 
3106 United Fuel Gas Co.... 
3108 United Fuel Gas Co... 
3109 United Fuel Gas Co... 
3110 United Fuel Gas Co... 
6282 Mississippi River Fuel 
Corp. 
6753 El Paso Natural Gas 
Co. 
8652 Texas Eastern Trans- 
mission Corp. 
8816 United Gas Pipe Line 
Co. 
8835 Mississippi River Fuel 
Corp. 
Geo. D. Hunt, et al.: 
8462 United Gas Pipe Line 
Co. 
Hassie Hunt Trust: 
4420 Transcontinental Gas 
Pipe Line Corp. 
Hunt Oil Co.: 
8450 Arkansas Louisiana 
Gas Co. 
Hunter Run Oil & Gas Co.: 
4455 Hope Natural Gas Co-.- 
Hutchings, McDowell & Ferguson: 
2689 Texas Illinois Natural 
Gas Pipe Line Co. 
Rébt. C. Hynson: 
2710 The Gwinn Co 
Geo. Jackson: 
4742 Equitable Gas Co Center District 
4743 Equitable Gas Co Buckhannon Dis- 
trict. 
8755 Equitable Gas Co Buckhannon Dis- 
trict. 
9177 Equitable Gas Co Buckhannon Dis- 


C. N. Johnson, et al.: 
8732 United Gas Pipe Line 
Co. 
Johnson, McColistery & Rahal: 
8762 Cities Service Gas Co.. 
Jones Oil & Gas Co.: 
6134 Hope Natural] Gas Co... 
Lenoir M. Josey, Inc.: 
8709 Tennessee Gas Trans- 
mission Co. 
Justiss Mears Oil Co., et al.: 
2773 Texas Gas Corp 
K. E. Drilling, Inc., et al.: 
8985 Colorado Interstate 
Gas Co. 
Dr. Jan Karolcik: 
8296 Hope Natural Gas Co-.- 
F. E. Keith Gas Co.: 
9195 Hope Natural Gas Co.- 


See footnotes at end of table (p. 1250). 





PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Laurence Corbett Kelly: 
3157 El Paso Natural Gas 
Co. 
Kerr-McGee Oil Industries, Inc.: 
2758 Northern Natural Gas 
Co. 
6068 American Louisiana 
Pipe Line Co. 
8687 Lone Star Gas Co 
9027 Lone Star Gas Co 
Kester Vannoy No. 1 et al.: 
8823 Hope Natural Gas Co.. 
8. H. Killingsworth et al.: 
4641 Arkansas Louisiana 
Gas Co. 
Kimball Gas Products Co.: 
8793 Kansas-Nebraska Nat- 
ural Gas Co, 
J. W. King: 
6398 United Gas Pipe Line 
Co. 
Byron D. Kuth: 
4198 Hope Natural Gas Co.- 
P. G. Lake: 
2704 The Gwinn Co 
I. P. LaRue et al.: 
2606 The Gwinn Co 
I. P. LaRue and C. G. Stanford: 
2709 The Gwinn Co 
Late Oil Co.: 
9153 Phillips Petroleum Co. 
D. C. Latimer: 
7237 United Gas Pipe Line | 
Co. 
Phil E. Loughlin et al.: 
8675 El Paso Natural Gas 
Co. 
Laurel Royalty Co.: 
2605 The Gwinn Co 
J. R. Lebosquet et al.: 
8935 Cities Service Gas Co-..- 
Le Cuno Oil Co.: 
9007 Texas Eastern Trans- 
mission Corp. 
J. R. Less et al.: 
7881 United Gas Pipe Line 
Co, 
V. A. Liberto: 
6397 United Gas Pipe Line 
Co, 
Llano Grande Corp.: 
2860 El Paso Natural Gas 
Co. 
Grover Loewe et al.: 
5759 Kentucky West Vir- 
ginia Gas Co. 
Lowry Oil Co.: 
2544 El Paso Natural Gas 
Co. 





Panhandle 
Cameron 


Golden Trend 
Golden Trend Area... 


Sherman District - - - 


Lottie Haybes 


Long Area 


Pistol Ridge -_.....-| 


Grant District -...-.| 
| 


Gwinville 


| Gwinville 


Gwinville 
Shafter Lake 


Pistol Ridge 


Prasifka 

Pistol Ridge 
Dean Wright_.....-- 
Susan McGuire 


8. Blanco Tocito.... 


See footnotes at end of table (p. 1250). 


468917—59——_81 








N. Mex... 


Kimball 


| Ritchie_....... on 





8 10 55 | Rej. 
~| 10 4 55 | Iss. 


Marion®........| 2 28.55 | Iss. 


7 855 | Wtd, 


Werrest®.....cape 2 25 55 | Iss. 


Iss. 
Simpson. ......- 9 55 


Simpson. .-..... 


oil 9 55 | 


Simpson. ....... 9 55 


Andrews 8 55 Iss. 


4 55 | Iss. 





Ector - - Iss. 





Simpson........ 9 55 | Den. 


4 55 | Iss. 


8 155 | Rej. 


3 23 55 | Wtd. 


2 25 55 | Iss. 


12 29 54 | Iss. 


3 21 55 


Iss, 


Rio Arriba......| 11 22 54 | Iss. 













1240 PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 






PRODUCER#, DOCKET NO. G-, 


DISPOSI- | DIS- 
AND PURCHASER# 


TION Pos!- 
DATE | TION? 
































































Chas. McCamic et al.: 
9089 Texas Eastern Trans- 
mission Corp. 
McCarthy Oil & Gas Corp.: 
3606 Texas Gas Pipe Line 
Corp. 
3607 Texas Gas Pipe Line 
Corp. 
V. B. McConkey lease: 
5741 Equitable Gas Co.....- 
Tom McGlothlin: 
6935 United Gas Pipe Line 
Co. 
E. B. McMurtry: 
8814 Colorado Interstate Gas See > ae Morton......... 
Co. 
M. & D. Oil Co.: 
6136 Shamrock Oil & Gas 
Corp. 
Flora A. Mage Gas Co.: 
8684 Hope Natural Gas Co-. 
Maple Gas Co.: 
6131 Hope Natural Gas Co-. 
Massey Oil & Gas Co.: 
3905 Hope Natural Gas Co_. 
4451 Hope Natural Gas Co.. 
M. L, Mayfield: 
2548 United Fuel Gas Co--..-. 
71 Tennessee Gas Trans- 
mission Co. 
J. C. Means, Jr. et al.: 
3023 Texas Gas Corp 
Mendota Oil Co.: 
4588 El Paso Natural Gas 
Co. 
Messenger White Gas Co.: 
9329 Equitable Gas Co 
Michaelis Drilling Co.: 
8598 Colorado Interstate 
Gas Co. 
9033 Colorado Interstate 
Gas Co. 
Frank W. Michaux et al.: 
4293 Texas Eastern Trans- 
mission Corp. 
Mid-Continent Petroleum Corp.: 
4511 El Paso Natural Gas 
Co. 
The Mid-Gulf Exploration Co.: 
3148 United Fuel Gas Co-..-. 
Midstates Oil Corp.: 
3548 Arkansas Louisiana 
Gas Co. 
3549 Texas Eastern Trans- 
mission Corp. 
3550 Arkansas Louisiana 
Gas Co. 
3551 United Fuel Gas Co.... 
8484 Arkansas Louisiana 
Gas Co, 


Bee footnotes at end of table (p. 1250). 
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PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Geo. W. Miller: 
8731 Equitable Gas Co 
Millstone Developement Co.: 
4798 Hope Natural Gas Co.. 
Mobil Producing Co.: 
2584 Montana Dakota Utili- 
ties Co. 
William V. Montin et al.: 
8525 El Paso Natural Gas 
Co. 
John I. Moore et al.: 
3058 El Paso Natural Gas 
Co. 
Moran Bros., Inc.: 
9164 Colorado Interstate 
Gas Co. 
Morgan & Norton: 
5930 United Gas Pipe Line 
Co. 
C. L. Morgan: 
2708 The Gwinn Co 
Morris Oil & Gas Co., Inc.: 
9242 Hope Natural Gas Co... 
Robert Mosbacher et al.: 
4509 Texas Eastern Trans- 
mission Corp. 
Mule Creek Oil Co.: 
2586 Montana Dakota Util- 
ities Co. 
Kenneth Murchison: 
8517 El Paso Natural Gas Co... 
Sidney G. Myers: 
3756 Arkansas Louisiana Gas 
Co. 
Natural Gas Distributing Co.: 
2945 United Fuel Gas Co 
O. Neathery, Jr.: 
2507 United Gas Pipe Line 
Co. 
R. D. Nester Oil & Gas Co.: 
6816 Hope Natural Gas Co... 
Holly Nestor, agent: 
3618 Equitable Gas Co 
Eulalie M. Nables et al.: 
2558 United Gas Pipe Line 
Co. 
Nortex Oi] & Gas Corp.: 
9234 Southern Natural Gas 
Co. 
Northern Natural Gas Producing 
Co.: 
8589 Northern Natural Gas 
Co. 
Northern Pump Co. et al.: 
8378 Northern Natural Gas 
Co. 
L. D. Nutter, agent: 
2813 Equitable Gas Co 
Clark C. Nye et al.: 


8560 Cities Service Gas Co-_..-. 


Stewarts Creek.....| W. Va.... 


Lee District 


W. Va.... 


W. Vac... 


See footnotes at end of table (p. 1250). 


Calhoun 


Braxton 
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1242 PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASERS 


Orange Grove* Gathering Co. 
et al.: 
2557 Texas Illinois Natural 
Gas Pipe Line Co. 
G. E, Ostron: 
7285 Cumberland & Alle- 
gheny Gas Co. 
Pan American Petroleum Corp.: 
6069 American Louisiana 
Pipe Line Co. 
60% American Louisiana 
Pipe Line’Co. 
6071 American Louisiana 
Pipe Line Co. 
6072 American Louisiana 
Pipe Line Co. 
6073 American Louisiana 
Pipe Line Co. 
6074 American Louisiana 
Pipe Line Co. 
6075 American Louisiana | Bayou Mallet 
Pipe Line Co. 
6076 American Louisiana | 8. Jennings 
Pipe Line Co. 
6077 American Louisiana | Cameron 
Pipe Line Co. 
8326 United Gas Pipe Line 
Co. 
Pan American Production Co.: 
3209 United Fuel Gas Co__.. 
3216 United Fuel Gas Co.... 
3660 Arkansas Louisiana 
Gas Co. 
3766 Tennessee Gas Trans- 
mission Co. 
O. H. Parker et al.: 
8987 Cities Service Gas Co... 
8989 Cities Service Gas Co... 
Perry Gas Co.: 
4673 Hope Natural Gas Co..| Triadelphia District. 
4674 Hope Natural Gas Co..| Triadelphia District. 
8976 Hope Natural Gas Co-_-.| Triadelphia District. 
Phillips Petroleum Co.: 
2742 El Paso Natural Gas 
Co. 
3964 Texas Gas Pipe Line 
Corp. 
4178 Transcontinental Gas 
Pipe Line Corp. 
6754 United Gas Pipe Line | Pistol Ridge 
Co, 
6755 United Gas Pipe Line | Pistol Ridge 
Co. 
6756 United Gas Pipe Line | Pistol Ridge 
Co. 
6757 United Gas Pipe Line | Pistcl Ridge. 
Co. 
8324 Permian Basin Pipe 
Line Co. 


See footnotes at end of table (p. 1250). 
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PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASERS 


Phillips Petroleum Co.— 
Continued 
8738 Warren Petroleum 
Corp. et al. 
8876 Natural Gas Pipe Line 
Co. of America. 
E. L. Pinkston et al.: 
4577 Arkansas Louisiana 
Gas Co 
Pipe Royalty Co.: 
2754 Kerr McGee Oil Indus- 
tries. 
Albert Plummer: 
2578 Tennessee Gas Trans- 
mission Co. 
Plymouth Oil Co.: 
2602 Texas Illinois Natural 
Gas Pipe Line Co. 
Corel Poling: 
4195 Hope Natural Gas Co... 
L. B. Porter: 
710 United Gas Pine Line 
Co. 
Price Gas Co.: 
9245 Hope Natural Gas Co-. 
Prince Bros. Drilling Co.: 
6820 Northern Natural Gas | 
Co. 
D. E. Proctor Jr. et al.: 
7106 Arkansas Louisiana 
Gas Co. 
Progress Petroleum Co. of Texas: 
4601 FE] Paso Natural Gas 
Co. 
Purcell Mull Drilling Co.: 
8338 Cities Service Gas Co... 
The Pure Oil Co.: 
7192 El Paso Natural Gas 
Co. 
Dick D. Quin: 
8456 United Gas Pipe Line 
Co. 
Bee Quin: 
2097 United Gas Pipe Line 
Co. 
R. D. Gas Co.: 
9110 Godfrey L. Cabot, Inc.. 
Rad Corp.: 
7108 Carnegie Natural Gas 
Co. 
Grief Raible: 


Morris Rauch et al.: 
3791 Transcontinental Gas 
Pipe Line Corp. 
Rebstock & Reeves Drilling Co.: 
3907 United Fuel Gas Co-._- 
Sam J. Recile: 
2556 Transcontinental Gas 
Pipe Line Corp. 


Golden Trend Area.| Okla 


Hugoton 


Longwood... ........ 


W. Panhandle. .-.-..- 


8. Colleto Creek--.- 


North Pasture_.....)| Tex 


Lee District. 


Maxie 


Lee District 


Hugoton 


Waskom 


Jack Herbert 


Unnamed. 


Jack Herbert 


Pistol Ridge... ..... 


South Porter 


Big Huff Creek 


Central District 


Valentine 


Vinton 


See footnotes at end of table (p. 1250). 





1244 


PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


O, R. Ridgeway et al.: 
2705 The Gwinn Co 
W. F. Roberts: 
8544 Hope Natural Gas Co-. 
Robinson Oil & Gas Co.: 
9148 Godfrey L. Cabot, Inc. 
E. C. Rohrbough Gas Co. et al.: 
6129 Hope Natural Gas Co-.. 
Roy E. Rooth: 
2587 Montana Dakota Utili- 
ties Co. 
Rowland Oil Co.: 
9118 Consolidated Gas Util- 
ities Corp. 
Joe Rubin & Sons: 
5295 Columbian Carbon Co. 
Ruby Oil & Gas Co.: 
2660 Tennessee Production 
Co. 
Alton Coats et al.: 
4728 Tennessee Gas Trans- 
mission Co, 
Rose Rudman et al.: 
4030 Arkansas Louisiana 
Gas Co. 
Dan Russak: 
3890 United Gas Pipe Line 
Co. 
Sawyer & Fitzgerald: 
5386 Hope Natural Gas Co-. 
Scandola Oil & Gas Co.: 
4927 Carnegie Natural Gas 
Co. 
4936 Carnegie Natural Gas 
Co. 
8478 Carnegie Natural Gas 
Co. 
Schafer Drilling Co.: 
3590 Lone Star Gas Co 
Scurlock Oil Co.: 
6826 United Gas Pipe Line 
Co. 
Seaboard Oil Co. (Del.): 
7392 United Gas Pipe Line 
Co. 
8570 El Paso Natural Gas 
Co. 
Shannon Oil Co. 
2590 Montana Dakota Util- 
ities Co. 
Shell Oil Co.: 
4258 Transcontinental Gas 
Pipe Line Corp. 
4289 United Fuel Gas Co....|' 
4290 United Fuel Gas Co--.. 
4311 Texas Gas Pipe Line 
Corp. 
4432 Texas Eastern Trans- 
mission Corp. 


See footnotes at end of table (p. 1250). 
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DATE TION ? 


Nicholas 


Ritchie 


Ritchie 


Ritchie 





PRODUCER LIST 1245 
NEW SERVICE CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, DISPOSI- | DIs- 
AND PURCHASER# FIELD NAME TION POSI- 
DATE | TION? 


Shell Oil Co.—Continued 
$133 Courtney, E. A Happytown Di anvwne 
8837 Tennessee Gas Trans- | Off Shore Wi cciema 
mission Co. 
Signal Oil & Gas Co.: 
2570 Cities Service Gas Co.. 
8843 Montana Dakota Util- 
ities Co. 
Jay Simmons: 
4007 United Fuel Gas Co....| Valentine 
H. F. Simonton: 
6133 Hope Natural Gas Co..| McKim District-.-.- 
C.J. Simpson Drilling Co.: 
3753 New York State Nat- 
ural Gas Corp. 
Sinclair Oil & Gas Co., et al.: 
8493 Texas Eastern Trans- 
mission Corp. 
Sinnett & Aldredge: 
7442 United Fuel Gas Co.... 
Skelly Oil Co.: 
9224 Permian Basin Pipe 
Line Co. 
D. W. Skelton: 
6445 United Gas Pipe Line 
Co. 
Wilbur M. Skidmore: 
3295 Equitable Gas Co 
D. W. Skinner: 
8980 Cities Service Gas Co__ 
Smith Oil & Gas Co.: 
4193 Hope Natural Gas Co.. 
O. K. Smith Drilling Co.: 
8384 Gas Gathering Co 
William E. Snee, et al.: 
8381 Cumberland & Alleghe- 
ny Gas Co. 
Sohio Petroleum Co.: 
2588 Montana Dakota Util- 
ities Co. 
Sourbourne Oil & Gas Co.: 
9135 Hope Natural Gas Co._| Lee District 
Southeastern Drilling Co.: 
2693 H. E. Gwinn Co Gwinville_...-. eonind 
Southern Union Gas Co.: 
8299 El Paso Natural Gas | Blanco Mesaverde.. 
Co. 
Southwestern Exploration Co.: 
9001 Colorado Interstate 
Gas Co. 
Spartan Well Service: 
3944 United Gas Pipe Line | Old Refugio........-. 
Co. 
Burch Spears: 
8973 Trunkline Gas Co Medio Creek 
Squay Oil Co.: 
9057 Hope Natural Gas Co_.| Old State Road 
J. B. Stalnaker Gas Co.: 
2650 Hope Natural Gas Co..| DeKalb District -.-. 


See footnotes at end of table (p. 1250). 
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NEW SERVICE CERTIFICATES—Continued 





































PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


DISPOSI- | DIS- 
TION PosI- 
DATE | TION? 









Stanolind Oil & Gas Co.: 
2652 Montana Dakota Util- 





ities Co. 

4411 Arkansas Louisiana | Ivan................| La........| Bossier®......... 
Gas Co. 

8965 Arkansas Louisiana | Sentell..............| La........| Bossier_........- 
Gas Co. 


©, E. Starrett: 
6517 United Gas Pipe Line 
Co. 
Courtney Stewart: 
6698 Arkansas Louisiana 









Gas Co. 
Bluford Stinchcomb et al.: ‘ 
3201 Arkansas Louisiana | Carthage............| Tex...-...| Panola........-- 
Gas Co. 


G. Stratton, Jr. et al.: 
7356 E) Paso Natural Gas 
Co. 
D. D. Strong: 
7892 Texas Gas Products 
Corp. 
Summers Oil & Gas Co.: : 
9139 Hope Natural Gas Co_.| Lee District......... W. Va....| Calhoun.--...... 
Sun Oj] Corp.: 
3653. United Fuel Gas Co.... 
3965 Texas Gas Pipe Line 
Corp. 
3966 Texas Gas Pipe Line | Nome-.-..-...-.----- 
Corp. 
4350 United Fuel Gas Co.... ok Meas 
Sunray Mid-Continent Oil Co.: 
8611 United Fuel Gas Co....| Indian Lake........| La--......| Madison.......- 
8711 Colorado Interstate | Keyes-......-.----..| Okla-..--. 





Unnamed. ..........| Tex.......| Crockett........ 






































Gas Co. 
8826 United Gas Pipe Line | McFaddin..........| Tex..--...| Refugio*--.-..--.- 
Co. 
8907 United Gas Pipe Line | North Charco.......| Tex-.......| Goliad.-........- 
Co. 
Sunray Oil Corp.: 
5931 United Gas Pipe Line | McFaddin..........| Tex.......| Victoria....-..-- 
Co. 
6873 United Gas Pipe Line scat BORecucace] MANEEbcnetaesed 
Co. 
The Superior Oil Corp.: 
6067 American Louisiana | ‘Deep Lake..........| La-....-..| Cameron”....... 
Pipe Line Co. 
6178 Colorado Interstate | Greenwood_........| Kans......| Morton.-.......- 
Gas Co. 
8812 Tennessee Gas Trans- | Bayou Penchant....| La........; Terrebonne-..-. 


mission Co. 

The Tacony Co.: 

8435 United Gas Pipe Line | Pistol Ridge........; Miss......| Forrest.......-.- 
Co. 

B..E. Talkington et al.: 

8694 Hope Natural Gas Co..| Murphy District..... W. Va....| Ritchie.......... 

Anthony J. Tamporello et al.: 










Pipe Line Corp. 
See footnotes at end of table (p. 1250). 









PRODUCER LIST 1247 


NEW SERVICE CERTIFICATES—Continned 


PRODUCER?, DOCKET NO. G-, DISPOSI- | DIS- 
AND PURCHASER# TION POosI- 


DATE | TION? 


Vernon F. Taylor, Inc.: 
5228 Colorado Interstate Gas 
Co. 
Ten"Mile Oil & Gas Co.: 
6135 Hope Natural Gas Co.. 
The Texas Co.: 
United Fuel Gas Co-..- 
United Fuel Gas Co-..- 
United Fuel Gas Co-.-- 
United Fuel Gas Co...-. 
3647 United Fuel Gas Co--_-- 
4984 United Gas Pipe Line 
Co. 
5665 Courtney, E.A 
5933 United Gas Pipe Line 
Co. 
8087 Colorado Interstate 
Gas Co. 
8389 Tennessee Gas Trans- 
mission Co. 
8609 Northern Natural Gas 
Co. 
8718 Tennessee Gas Trans- 
mission Co. 
8820 Natural Gas Pipe Line 
Co. of America. 
Texas Gas Corp.: 
285 Transcontinental Gas 
Pipe Line Corp. 
Texas Gulf Producing Co. et al.: 
2793 United Fuel Gas Co.... 
Texas Gulf Producing Co.: 
2831 El Paso Natural Gas Co-- 
Tex Pacific Coal & Oil Co.: 
5183 Tennessee Gas Trans- 
mission Co. 
Texon Gas, Inc.: 
4679 El Paso Natural Gas 
Co. 
Three States Natural Gas Co. et 
al.: 
4670 El Paso Natural Gas 
Co. 
Tide Water Oil Co.: 
2801 United Fuel Gas Co... 
2802 United Fuel Gas Co...- 
2803 United Fuel Gas Co...- 
W. M. Tittle: 
6401 United Gas Pipe Co..-.| Pistol Ridge 
Barney Truman Heirs Lease: 
9130 Hope Natural Gas Co-..| Lee District 
R. M. Tuttle Pipe Line Co.: 
8303 Cities Service Gas Co 
Union Oil Co. of California: 
8811 Texas Gas Transmission 
Corp. 
United Carbon Co. Inc.: 
4309 Panhandle Eastern 
Pipe Line Co. 
4316 Panhandle Eastern 
Pipe Line Co. 


See footnotes at end of table (p. 1250). 
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NEW SERVICE CERTIFICATES—Continued 








PRODUCER#, DOCKET NO. G-, 


DISPOSI- | DISs- 
AND PURCHASER# 


TION POsI- 
DATE TION? 









FIELD NAME 







United Producing Co., Inc.: 
4314 Panhandle Eastern Pipe 
Line Co. 
4328 Panhandle Eastern Pipe 
Line Co. 
U.S. Smelting, Refining & Mill- 
ing Co.: 
8566 El] Paso Natural Gas 
Co. 
A. Unrein: 
8421 Kansas-Nebraska Nat- 
ural Gas Co. 
Utah Southern Oil Co.: 
7507 Kansas-Nebraska Nat- 
ural Gas Co. 
Van Buren Lease: 
7236 Equitable Gas Co 
Vaughey & Vaughey: 
8848 Kansas-Nebraska Nat- 
ural Gas Co. 
Watson Oil & Gas Co., Inc.: 
8910 Hope Natural Gas Co-.. 










Birch District_.....-. 






West Peetz.........-. 












































Court House Dis- 


Rube and Elmine Watts: 
6010 Kentucky West Vir- 
ginia Gas Co. 
Ted Weiner et al.: 
4079 United Fuel Gas Co.... 
4084 Transcontinental Gas 
Pipe Line Corp. 
4110 United Fuel Gas Co... 
Western Natural Gas Co.: 

8880 Texas Eastern Trans- 
mission Corp. 
Douglas Whitaker et al.: 

2703 The Gwinn Co 
2707 The Gwinn Co.........| Gwinville...........| Miss...... 
8593 United Gas Pipe Line 
Co. 
Blanche N. White: 
8682 United Gas Pipe Line 
Co. 
Janet White: 
8726 United Gas Pipe Line 
Co. 
©. K. Wilfong Gas Co.: 
2783 Equitable Gas Co 
Witco Chemical Co.: 
2554 Colorado Interstate Gas 
Co. 
Florence Witt Lease: 
6383 Hope Natural Gas Co.. 
Woofter Jones Gas Co.: 
9020 Equitable Gas Co...... 
J. K. Wright: 
2699 The Gwinn Co........-. 
2701 The Gwinn Co......... 
Frank Zickefoose: 
8126 Carnegie Natural Gas 
Co. 


See footnotes at end of table (p. 1250). 














Orange Grove......-. 
8. Bayou Mallet... 










Washington District 






Glenville District... 










PRODUCER LIST 1249 


PRODUCER APPLICATIONS FOR ABANDONMENT OF SERVICE WITH DISPOSAL 
DATES PRIOR TO JANUARY 1, 1956! 


PRODUCER#, DOCKET NO, G-, 
AND PURCHASER# FIELD NAME 


American Republic Corp.: 
8494 Texas Eastern Trans- 
mission Corp. 
Bates & Cornell et al.: 
9326 Texas Northern Gas 
Corp. 
Grimes, O. H.: 
9223 Permian Basin Pipe 
Line Co. 
Hope Natural Gas Co.: 
8875 South Penn Natural 
Gas Co. 
9250 Carnegie Natural Gas 
Co. 
Huber, J. M., Corp.: 
4957 Northern Natural Gas 
Co. 
Kearney Gas Production Co.: 
8865 Kansas-Nebraska Nat- 
ural Gas Co. 
Mid-Atlantic Oil & Gas Co.: 
9137 New York State Natu- 
ral Gas Corp. 
Olin Gas Transmission Corp. et 
al.: 
8884 Southern Natural Gas 
Co. 
Phillips Petroleum Co.: 
8756 Skelly Oil Co 
Sinclair Oil & Gas Co.: 
6339 Lone Star Gas Co 
Southeastern Drilling Co. et al.: 
6807 Southern Natural Gas 
Co. 
Southern Production Co., Inc.: 
9062 Texas Eastern Trans- 
mission Corp. 
Southern Union Gas Co.: 
4613 E] Paso Natural Gas 
Co. 
Tennessee Production Co.: 
4227 Tennessee Gas Trans- 
mission Co. 
Witco Chemical Co.: 
4512 Colorado Interstate | W. Panhandle 
Gas Co. 


See footnotes at end of table (p. 1250). 





1250 PRODUCER LIS? 


PRODUCER APPLICATIONS FOR STATUS DETERMINATION WITH DISPOSAL 
DATES PRIOR TO JANUARY 1, 1956! 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Continental Oil Co.: 
5768 Grimes, Otha H._. 
5770 Grimes, Otha H 
5772 Grimes, Otha H 
5774 Grimes, Otha H.. Pauls Valley.....-. ‘ 
5776 Grimes, Otha H Pauls Valley 
5778 Grimes, Otha H........| Pauls Valley......-. 
5801 Phillips Petroleum Co-. 
5805 Shamrock Oil & Gas | 
Corp. 
Deep South Oil Co. of Texas: 
2952 Texas Gas Transmis- | 
sion Corp 
Humble Oil & Rofining Co.: 
5261 Not reported 
Shell Oil Co.: 
4671 Phillips Petroleum Co-.. 
Wesley West: 
4450 Texas Eastern Trans- 
mission Corp. 


~ 
— 


Se 


4 oo 30 





ip, at ah a Gon OG fe CO 


*Indicates that other fields, counties, or States are also included. 

#Producers’ and purchasers’ names may include et al., trustee, agent, or additional names on certain 
dockets. 

1 Commissioner Digby objects to any reference in the order concerning the issuance of a certificate of public 
convenjence and necessity for the facilities of the independent producer or gatherer of gas, infra, p. 1251. 

2 Iss.| issued; Wtd., withdrawn; Rej., rejected; Dis., dismissed; Jur., Commission has jurisdiction, 





PRODUCER LIST 1251 


Dicsy, Commissioner, concurring: 

I concur in the order granting a certificate of public convenience and necessity 
to sell natural gas. I object to any reference in the order concerning the issuance 
of a certificate of public convenience and necessity for the facilities of the inde- 
pendent producer or gatherer of gas. 

A certificate of public convenience and necessity is neither required nor properly 
issued for construction and operation of facilities of a producer or gatherer. 
The action of a majority of this Commission issuing a certificate for facilities is 
improper for it represents an assertion of power denied to us by Congress. 

We have recognized the absence of power over facilities when, in Order No. 174 
and Order No. 174-A, we failed to provide any procedure whereby application 
could be made for a certificate authorizing their construction and operation. 
We did promulgate procedural rules to enable filing of applications for certificates 
authorizing a sale or transportation. There was not even a suggestion that at 
some later time we would authorize or require authorization for construction and 
operation of facilities. 

The action heretofore taken, insofar as it made no provision with respect to 
facilities, was wholly consistent with the declarations of the Supreme Court in 
Federal Power Commission v. Panhandle Eastern Pipeline Company, 337 U.S. 498, 
505; Colorado Interstate Gas Co. v. Federal Power Commission, 324 U.S. 581, 598; 
Interstate Natural Gas Company v. Federal Power Commission, 331 U.S. 682, 
690-691, and Phillips Petroleum Company v. State of Wisconsin, 74 Sup. Ct. 794, 
797-798. The language of the Court in these cases is clear and unambiguous. 
In Federal Power Commission v. Panhandle Eastern Pipeline Company, supra, the 
Court stated that the “natural and clear meaning” of production or gathering 
contained in Section 1(b) of the act encompassed “the producing properties and 
gathering facilities of a natural-gas company.”’ In Colorado Interstate Gas Co. v. 
Federal Power Commission, supra, the court stated that the production or gathering 
exemption applies to the “physical activities, facilities, and properties used in the 
production and gathering of natural gas.” In Interstate Natural Gas Company v. 
Federal Power Commission, supra, the court stated that effect must be given to 
the exemption of producing and gathering, and indicated clearly that facilities, 
properties, and activities of a producer and gatherer were exempted. The court, 
in Phillips Petroleum Company v. State of Wisconsin, supra, held only that a sale 
in interstate commerce for resale was not within the exemption of Section 1(b). 
The discussion with respect to facilities and the recitation of the above-cited 
cases represents clear recognition of the intended scope and effect of the exemption 
as regards facilities. 

The issue to be resolved is whether the Natural Gas Act requires that a certifi- 
cate of public convenience and necessity issue for construction and operation of 
the facilities necessary to effect a sale by a producer or gatherer in interstate 
commerce for resale. The issue is not whether a sale of gas in interstate com- 
merce for resale can be made without facilities. It cannot be doubted that fa- 
cilities necessary to effect a sale of natural gas in interstate commerce are facilities 
used in interstate commerce. Recognition of this fact cannot, however, create 
power in this Commission to issue, much less to require, certificates authorizing 
construction and operat‘on of such facilit’es. 








